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Presentation
My name is Washiya and | am the President and COO of Autonomous Control Systems Laboratory Ltd.

Thank you very much for joining us today for our financial results briefing for the third quarter of the fiscal year

ending March 31, 2021.

As for today's procedure, I will explain the progress of the business in about 45 minutes along with the financial

results presentation materials. If you have any questions, please feel free to ask via chat or ask in the Q&A session.

FY21/03 Q3 Highlights

* Under ACSL Accelerate, announced in August 2020, ACSL is aiming to achieve 100 billion JPY sales after 10 years
and over 5 billion JPY sales in FY22, and proceeding business to achieve these goals

Due to the prolongation of COVID-19 and emergency declaration, ACSL decided to postpon projects, suspend
demonstrations and shift to the next fiscal year, with prioritization of customer safety. Sales are expected to shift
by about half a year and expected to be 600 million JPY sales in this fiscal year, while the forecast was 1.4~1.7 bn JPY
sales. Already pipelines for next fiscal year of 259 million JPY including shift projects are acquired.

The environment for the industrial drone market is being developed, and demand is steadily growing

— The Japanese government announced to establish a licensing system and drone safety certification system in
order to regulate Level 4 flight

— U.S. Government imposed embargo on DJI, Chinese drone manufacturer

The business strategies in the mid-term management direction are being implemented as planned, and the results of
activities are being achieved

— Developing small aerial drone, smokestack inspection and enclosed environment inspection drones to launch
in FY2021. Successful on-site demonstration with a 5 kg payload drone for delivery

— Expected to establish a track record for trials of a wide range sales models such as subscription by the end of
the current fiscal year

— Preparing to expand into India, Singapore, and other countries for ASEAN expansion

— Established CVC in December 2020 for technology collaboration and is actively engaging in sourcing activities

Sales was 125 MM JPY in Q3 YTD. ACSL Accelerated R&D activities as an upfront investment, resulting in a net

loss of 812 MIM JPY. It revised this fiscal year forecast to 600 MM JPY sales and operating loss of 1.2 bn JPY.
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As for the situation in the third quarter, our company have firmly committed to pioneering the drone market as a

manufacturer of industrial drones.

On the other hand, we have been strongly affected by the prolongation of COVID-19, and some activities have been

restricted due to the declaration of a state of emergency that started at the beginning of the year.

In response to this, we have revised our forecast from 1.4~1.7 billion yen to 600 million yen, and | am extremely

sorry for the anxiety this has caused in the market.

On the other hand, there is a strong need for drones, and we are working towards to acquire projects, including the

next fiscal year.



The Japanese government has also announced its policy for the deregulation in 2022.

Also, the demand for drone security and secure drones is steadily growing worldwide.

Although there are some parts where the activities are shifted due to restriction of project acquisition, we intend to
achieve our master plan of 100 billion yen in sales in 10 years and sales of 5 billion yen in FY2022 through solid

investments in R&D, which we set in our mid-term management direction.

What ACSL will accomplish

MISSION
Liberate Humanity Through Technology

VISION

Revolutionizing social infrastructure
by pursuing cutting-edge robotics
technology
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I will now explain the details to you.

First of all, | would like to talk about our mid-term management direction, ACSL Accelerate, and highlights of our

business progress.

Our goal is to "LIBERATE HUMANITY THROUGH TECHNOLOGY ".

We are a technology company and a hardware company, and we are working to liberate humans from tough and
dirty, dangerous jobs (what is called “3K job”) throughout our technology.

This is what we are working on.

We also believe that we are a robotics company. By firmly implementing this technology in society, we will

revolutionize the social infrastructure itself. This is the vision we have for our company.



ACSL is an industrial drone manufacturer pioneering drone market

ACSL is a manufacturer of industrial drones that develops application-specific drones through discussion and
demonstration with customers, using proprietary autonomous control as its core technology.

The proprietary control technology consists of the “cerebrum”,
which actively grasps the surrounding enviropment, and the
“cerebellum”, which controls flight in any environment.

VISUAL SLAM /
Al / LiDAR e

NONLINEAR CONTROL

© 2021 ACSL Ltd. All Rights Reserved,

Develop specific drones by understanding the technical and
economic requirement for specific applications through
discussions with customers and demonstrations in actual
environments.

/
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As for our company, we are using our self-developed control technology as the core technology to interact with

various customers or to understand their pain points.

Then, validate the technology in the field and validate if the pain points are well resolved.

And we develop drones that enable that. We are the company that does this kind of thing.

We are the company that can solve the pain points that customers need by combining various hardware and sensor

technologies because of our own proprietary control system.

In addition, the control technology we are developing includes VISUAL SLAM technology which can automatically

fly in an environment where GPS cannot be connected.

This control technology includes a unique control theory that enables flight even when a gust of wind blows outdoors.

With this and through a consulting approach we will try to find solutions and mitigation methods for pain points

through hearings and dialogues with our customers, and to develop drone that meet the specific needs. This is our

strength.



Announced "ACSL Accelerate” in August 2020 to achieve market dev

In the "ACSL Accelerate” announced in August 2020, a masterplan that defines what ACSL should be aiming for after 10
years and a mid-term management direction (FY20-22) to realize it and promoting projects to achieve

A masterplan defining what ACSL aim for after 10 years Sales in mid-term management direction (FY20-22)
100 mn JPY
n Global pioneer in solving social infrastructure issues Moas prodhwction sed
ressive Investment for

More than 100 bn JPY sales, 10 bn JPY sales profit ha9 Gm:: . 55

5 Other
Mass production manufacturer that produces 30,000 units/year Application-

~35 20 | specific Drones
n Supporting the country with de facto standards Sales
Developing cutting-edge technologies far autonomous contral (cerebellar and
cerebral) Deve_lup_mem uf_
application-specific
E Nurturing the industry’s most advanced and talented human resources drones
Constantly working to improve its corporate value and financial KPls
FY17 FY18 FY19 FY20 Fy21 Fy22
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We established a master plan for the next 10 years, and disclosed our mid-term management policy called ACSL

Accelerate as a milestone which to be achieved over the next 3 years.

Our master plan is to become a drone manufacturer capable of generating sales of 100 billion yen in 10 years and

shipping 30,000 units per year. The technology will be a de facto standard that will support the nation.

Under the mid-term management policy, which consists of four pillars of strategies to be achieved over the next 3

years, we will achieve sales of 5 billion yen in FY 22.

We are aiming to generate decent sales from some application-specific drones.



ACSL results for this fiscal year will be affected by COVID-19

Due to the prolongation of COVID-19 effect and state of emergency declaration, ACSL postponed projects, suspended
demonstrations and decided to shifted to the next fiscal year. As a result, sales shifted about six months

Sales (base scenario)
100 MM JPY Infection of COVID-19

55 » Keep an eye on the impact of the
prolongation of COVID-19 and
emergency declaration from the
beginning of the year

» Postponed the current fiscal year
projects to the next fiscal year
due to restrictions on activity

14~17 + Suspended demonstrations
(Previous scheduled for this fiscal year and
------- shift to the next fiscal year,
prioritizing customer safety

+ Continuously invest in R&D in line
with the mid-term management

FY17 FY18 Fy19 FY20 FY21 FY22 direction
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As | mentioned at the beginning, our business results for the current fiscal year are strongly affected by the prolonged
period of the coronavirus beyond our expectations and the declaration of a state of emergency, which was declared at

the beginning of the year.

In order to acquire projects, we not only conduct simple sales, but also engage in dialogue with customers, actually
visit industrial complexes, ships, and smokestack, and collect initial data such as operations, pain points and

environment.

Due to the impact of the emergency declaration and dense avoidance, it has become difficult to carry out some of
these projects and they have been shifted to the next fiscal year. As a result, there is a delay of about six months in

terms of project acquisition.

In addition, we have already taken the decision to suspend or transfer to the next fiscal year because the
implementation of the demonstration tests that we have already received under the emergency declaration will expose

the safety of our customers and, in some cases, the safety of our employees.
As a result, we have revised our sales target from 1.4~1.7billion yen to 600 million yen.
On the other hand, with regard to R&D expenses, we do not believe that postponing R&D itself due to a delay in

acquiring projects is in line with the achievement of our medium-term management policy. Therefore, we have decided

to carry out research and development thoroughly and accelerate it, even though some of our own development.



Already acting in acquiring projects after the next fiscal year

Already acting for the next fiscal year, the current acquisition after the next fiscal year is 252 million JPY, including delays
Acquiring more projects than in the same period last year

Sales and Pipelines as of end of FY21/03 Q3'

[MM JPY]
859
Current quarter Highly probable Sales + Planned sales This fiscal year Highly probable This fiscal year
Sales pipeline Highly probable inQ4 forecast pipeline of forecast
at end of current pipeline next fiscal year +
quarter at end of current Highly probable
quarter pipeline of

next fiscal year

1: Highly probable pipeline is the total amount of sales for projects with a purchase erder and related documents at the end of December.  Next year's pipeline can be change subject to the application of accounting revenue recognition standards
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On the other hand, we have reported that the business results for this fiscal year will be approximately 600 million
yen, but there are some projects we have not yet acquired, and some others we have already been launched but will
not be booked until the next fiscal year.

At present, we have completed the acquisition of about 260 million yen in projects, in addition to the 600 million yen

to be booked in the current fiscal year.

This is because, even though actual activities carried out during the current fiscal year, completion of projects,
implementation of demonstration tests, and completion of development are scheduled for the next fiscal year.
In addition, our company is already working toward the end of fiscal year, to acquire new projects, for the next fiscal

year and beyond, so we expect this figure to steadily build up toward the 4Q.



Steady growing demand for industrial drones

Regulations for BVLOS? flight in populated areas is scheduled and it is going to allow drones to fly in many environments
where thy have not been able to fly, and is going to unlock the large potential space and market

Lifeline City
Level 4 infrastructure  patrol
UrPan
BVLOS flight in populated areas delivery

Populated (including cities)

areas ~ . Security

e Safety and reliable drones will be able to fly over people's heads,

IVnC uding such as in cities, with remote control and automatic operation

cities) Traffic

bridge inspection, etc. dismsalm . manage
el Scheduled regulation by 2022 ment
Level 1 Level 2 ' in the national roadmap
Unpopulated Visual flight _ T
p p P Visual flight ‘i
areas (islands, canirall -~
mountains) Remote islands, mountainous logistics,
disaster response in mountainous areas, etc.
Visual Beyond-visual-line-of-sight (BVLOS)

1: Beyond-visuakline-cf-sight
SOURCE: Roadmap for Small UAN Utilizstion and Technological Develpment (April 28, 2016, Public-Private Sector Counci P  the Envi feoe Small LAVs)
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I will now explain how drone industry currently look like.

First, for the vertical axis, there are the unpopulated area and the populated area. In other words, whether the

environment with or without people.

Then, for the horizontal axis, there are the visual and beyond-visual-line-of-sight (BVLOS). Which means fly drone

within in sight or not. If you fly in the invisible range, it will inevitably be remote control or automatic flight.

Level 1, 2, and 3, where drones are flown over almost uninhabited areas, are being deregulated.

In terms of an unassisted visual flight in unmanned zones, namely, level3, we claim that we have a leading track

record in Japan.

In 2022, regulations are expected to be relaxed for Level 4, an off-sight flight in manned areas.
We believe that level 4 will be the most important driver of market expansion.
This is because, in urban areas, it is almost impossible to create an environment where no one is present when

inspecting a building.

We cannot rule out the possibility that the drone flies over people's heads when we try to carry something in logistics.
In this sense, the deregulation of Level 4 will enable drones to handle almost everything in the world for the first

time. I think this is the biggest implication of the deregulation of Level 4.



Government announced direction of system to achieve Level 4

The Japanese government announced to establish a licensing system and drone safety certification
system in order to deregulate Level 4 (BVLOS flight in populated areas) in December 2020.

Regulation to promote drone security Government policy of procuring “secure” drones
Government has announced that it will procure only “secure

drones” and it will “promptly replace existing drones that are
already in place”?

Government passed legislation to promote adoption of
drones and 5G, while ensuring cyber security of them!

February 2020 June 2020 September 2020 December 2020
“Secure” drone development for New institutional directions for achieving Level 4
government procurement In order to ensure safety flight in a more stringent manner
NEDO has allocated 1.61 billion JPY for development to achieve Level 4 flight, government announced the
of a high-security, low-cost standard drone and a direction of setting the certification for drone safety*
standard flight controller aiming for government
procurement?

*1: “Qutline of the Draft Law on Premot
*2: “Development of Basic Safety Drone Techn
*3: “Policy an the Procursment of Unme 3 ison Conference of Relevant Gavemment Agencies an Small Unmanned Aircrett

vard the realization of beyond-visual-ine-of-sight fight in populsted areas (inchding cities) (Level £)in marned ansss” December 10, 2020 Lisson Corferance of Relevant Ministries snd Agences on Small Drane
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, Supply and Introduction of Specfied Advanced Informatien and Communications Technology Systems® Febrsary 19, 2020 Ministry of Geenomy, Trade and Industry
nd Industrial Technology Development Crganization (NEDO)

And, the Japanese government has already been moving toward the relaxation of Level 4 regulations in 2022.

Two months ago, in December 2020, the government announced the direction of a new system to realize Level 4.

This is the release of what the Japanese government is currently thinking about as the foundation for 2022.

There were two major ones.

The first is to establish a licensing system for those who operate drones.

The second one is the establishment of a system to certify the safety of the drone’s airframe.

This system is indispensable for new robotics technologies and various social infrastructure technologies.
For example, there is a vehicle inspection on the car side and a driver's license on the driver side.
In the case of aircraft, in fact, each pilot holds a license for each aircraft.

Airplanes themselves have safety certification and type approval.

Drones are also treated in the same category.
This policy requires a pilot with nationally authorized knowledge to fly an authorized safe drone.

We believe this is a very significant move, and we also expect that deregulation will progress as scheduled for 2022.



Revealed of global demand for security

In addition to the Japanese government announced policy for procuring “secure” drones in September, U.S. Government
imposed embargo on DJI, Chinese drone manufacturer

The Nikkei
U.S. Embargoes China's DJI, Largest Drone Company, for Involvement in Human Rights Violations

On December 18, the U.5. Department of Commerce imposed embargo on China’s DJI, the world's largest drone
manufacturer. It was determined that the company was involved in human rights violations using high-tech surveillance
technology. Drones made by DJI are also used by Japanese companies and may be affected by the sanctions.

The company was aclded to the Entity List(“EL"), a list of companies with security problems. Exporting U.5. products to
the company requires a license from the Department of Commerce, and license applications are generally rejected.
(ellipsis)

DJI's drones are used in many countries around the world, including Japan and the United States, and are said to hold 70% of
the global market share. DJI's drones incorpeorate U.S. semiconductors and other components, which will become more
difficult to procure. This is likely to have an impact on Japanese companies that use the DJI's products to inspect
infrastructure and factories.

The Trump administration has been pushing for a ban on DJI because of fears that its drones, which can take aerial photos,
could be used by the Chinese government for espionage. U.S. President-elect Joe Biden is determined to take a hard line
on China’s human rights violations, and it is highly likely that sanctions will continue.

(ellipsis)

US. Embangees China's DI, Largest Drone Company, for Imvehement in Human Rights Vialations™ December 19, 2020, The: Nikkei, Translated by ACSL
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Another major market trend is the growing awareness of security issues extremely.

In September 2020, which is about three or four months ago, the government released its policy on government
procurement. Drones used for government procurement must be secured. In addition, the Government of Japan has

announced that the replacement of drones, which have already been introduced, will take place promptly and firmly.

The same trend is spreading worldwide. As you know, the U.S. has also raised the need for security-equipped drones,
and as mentioned in the case study here, some Chinese drones are reportedly embargoed in the U.S.

That's exactly how drones were added to the Entity List.

As a drone manufacturer, we feel that this is extremely severe. In an environment where it is extremely difficult to
procure American semiconductors from the United States, it is not possible to conduct business as easily as before.

We believe that we need to keep a close watch on this security trend worldwide.

So far, the coronavirus has caused short-term and temporary performance delays. On the other hand, | mentioned that

the market environment is progressing well.



Promoted business strategies as planned

Implemented the four new business strategies announced in the mid-term management direction. While some
restrictions on the movement of people, ACSL has been able to achieve the results as planned.

New business strategy

Development of
application-specific
drones

Introduction of
subscription model

Full scale entry into
ASEAN region

2 2021 ACSL Ltd. All Rights Reserved

Commercialization of small aerial drones (for government
procurement and the private sector), medium logistics
drones (Level 4 compliant), smokestack inspection drones,
and enclosed envirenment inspection drones

Progress

Developing small aerial drone, smokestack
inspection and enclosed environment inspection
drones for launch in FY2021. Successful on-site
demonstration with a 5 kg payload drone

Subscription-based fixed income/recurnng sales model to be
introduced to meet various customer needs, in addition to
one-off drone sales

Expected to establish a track record for trials of
a wide range sales promotion models by the end
of the current fiscal year, including subscription,
rental, and leasing

Establish an office in Singapore, the core city in the ASEAN
region, and hire local talents to conduct development and
sales activities, and begin full-scale overseas expansion

While restrictions on the movement of people,
preparations are being made to expand into
India, Singapore, and other countries for ASEAN
expansion.

Establish CVC (or equivalent function) and actively procure
technologies with potential for technology synergies, such as
Al, blockchain, security, image processing and sensors

Next, let's look at our company's activities.

Established CVC in December 2020 for
technology collaboration and is actively engaged
in sourcing activities
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We are making steady progress on the four main strategies which are stated in our mid-term management direction.

One of the four strategies is an application-specific drone. The strategy is to create sophisticated airplanes by

focusing on four areas: small aerial drones, 5kg payload delivery drone (Level 4 support), smokestack inspection, and

enclosed environment inspection. One of our strategies is to focus on these four areas and create sophisticated drones

for specific cases.

The second component is to explore a wide range of sales models such as a subscription model in addition to the

existing sell-out model.

The third point is to expand into the ASEAN market as well as the domestic market in order to increase sales volume.

The fourth pillar is technology. We will establish CVC to invest in the technologies that we develop ourselves, that

we work on in collaboration with third parties, and that have synergies. This is what we are doing.

As for the progress in this area, we are expecting to launch the development of application-specific drones in FY21

and the next fiscal year for the three major types, which | will explain in detail later. We believe that these products

will be our growth driver in the next fiscal year and beyond.

Regarding drones for logistics, it is necessary to revise the law in 2022, but we are steadily promoting the

demonstration of the prototype.



Subscriptions, including rentals, leases, and a wide range of models, are expected to be fully tested during the current

fiscal year.

As for the ASEAN expansion, as you know, an international movement has been limited, so we are making good use
of remote conferences and other means to prepare for advancing into the Singapore and Indian market, which has

recently emerged in the security field.

As for the fourth CVC, it was established in December 2020, and we have already in the process of sourcing where

technological synergies can be achieved.



Steps towards the launch of an ACSL application-specific drones

After identifying and prioritizing use case, ACSL is developing application specific drones with major customers and
developing Go-to-Market strategy

Use case identification Technology development Go-To-Market preparation
Production
system
Use case Prioritiza- Prototype T e Regulla.atory Sales and
research and tion of use develop- . . compliance mainte- Launch
verification cases in actual environment and certifi- nance
e cation system
Operations
at customer
site
21 ACSL Ltd. All Rights Reserved Confidential AZSL 13

Firstly, I would like to explain drone development. This is the flow of how we develop our application-specific drone.

There is a list of various usage requests from customers.

In this process, we determine the actual use and the first use that should be tackled based on the dialogue with

customers and the initial verification. These four cases are what we have prioritized.

After that, we will listen to the customer's pain points and make the first prototype. This is going to be the first drone

ever.

Then, we fly it into the industrial complex, smokestack, and sewers and receive various feedback such as their

requests or level of satisfaction.

There are many cases where hidden requests and essential pain points are difficult to come up with unless you try to

fly in a real environment. This feedback will be used to develop drones.

The product created based on these feedbacks will become the prototype for pre-production, and we will proceed

with the actual certification and regulatory compliance.

Then we will move on to design the operation process such as how to handle the production and procurement, or how

to improve our sales system and after-sales support, how to support the actual operations at the customer side.



After the completion of these processes, we will launch it.

Three application-specific drones are expected to launch in FY21

ACSL is proceeding each steps toward the launch of the four application-specific drones announced in "ACSL Accelerate
FY20" in next fiscal year and progress is on track

Applications  Progress Status
i it U RS-

= Completed development of a new drone prototype and initial

g evaluation is underwa:
Small aerial R e e v

drones werfcation canes e £ + Building sales and preduction systems in parallel, aiming for the
el launch in FY2021 Q3

Verified Skg payload prototype usage in demonstrations with
= ANAHD, AIN HOLDINGS , SEVEN-ELEVEN JAPAN and NTT DOCOMO
to verify its effectiveness

Delivery e e
(Level 4) - -

Conducted requirement definition for new drone based on feedback

Conducted on-site demenstrations in actual environments and got

- Priectis. | PeunoTPS Sy ot satisfactory results
s i | e el S Bl
b = + Building evaluation and preduction system for initial shipments in
gl
ES FY2021 Q2
Enclosed E = Final stage of mass production prototype development
environment Bl gt p = E “** '+ Building sales and mass production, aiming for the launch in
inspection = FY2021 Q2
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I would like to briefly explain the progress in these four areas.

This small aerial airframe is intended for use by the government and the private sector. The development of a

prototype has been completed and various evaluation tests have been conducted.

Our company is working to establish a sales and mass production system with the aim of launching the product in the

3rd quarter of 2021.

In terms of the status of smokestack inspections, although most of the previous demonstration tests have already
entered the final stage of demonstration, we are still continuing verification tests for the various smokestack, and we

have obtained generally favorable results. Therefore, it is expected that the product will be launched in FY 21, 2Q.
Regarding drones that can be inspected in an enclosed environment, the design of mass production prototypes has
already been completed and we are moving to build a production system. We have also designed a nationwide

support system for maintenance, and plan to launch it in 2Q 2021.

Therefore, the models of these three drones will be improved as next year’s growth drivers.



Delivery : Successful site demonstration with a 5 kg payload drone

Conducted on-site demonstration of a 5 kg payload delivery drone as actual environment with ANAHD

Successful flight a total of 65 times, more than 160 km in four days

* ACSL has conducted Level 3 demonstrations in the » Conducted on-site demonstration of a 5 kg
delivery area with a number of clients payload delivery drone prototype in actual
environment with ANAHD

= Payload of current ACSL drone is about 3
y 9 * Demonstrated an immediate delivery service of daily

For social implementation, capability of 20 km flight necessities and prescription drugs
distance with 5 kg payload is essential

= Succeeded 65 times flights, in total more than 160
lem, in four days

Developed prototype of 5 kg payload delivery
drone based on the on-site verification results

= Will continue to conduct further on-site
demonstration with prototype delivery drone , aiming
for social implementation

L/ Fa
5 kg payload delivery drone Cargo transportation in on-site

prototype demonstration
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A 5kg payload delivery drone will not be completed as a Level 4 compliant drone without the Level 4 legal

amendments in 2022. However, we are flying the prototype at the Level 3 stage as various demonstrations.

As already disclosed, together with ANA Holdings, Ain Holdings, Seven-Eleven, and NTT Docomo, we are trying to

get good results by continuously testing a drone that can carry a weight of 5kg payload.

I would like to briefly explain the demonstration of that.

This was verified in Fukuoka City, where the port is the logistics base and we transported the goods to an island that

is in 2 kilometers away, so it is marine transportation.

Near the port, there is a 7-Eleven and an Ain Holdings pharmacy. When people living on the island place an order
online, the information is sent to Seven-Eleven and Ain Holdings on the main island, and then it is carried to one

logistics hub at the port. Then, the drone flies securely to the other side of the island.

Since we don’t know whether there is someone at the destination, we delivery it either directly or put it in a coin

locker temporarily.

Through this operation, our company is providing a drone capable of carrying a weight of 5 kilograms payload.

We have flown a total of 65 times in 4 days and 160 kilometers in total without any crashes. We were able to obtain



good data.

As a result of this continuous operation, we will be able to understand various issues and pain points, and this will be

reflected in future drone development.

Corporate venture capital for technology synergies

Established a corporate venture capital (CVC) to realize technological synergies and accelerate development through
investment in domestic and overseas companies

ACSL's focus areas and investment themes Purpose and overview of CVC

* Accelerated development through technology

Drone Developer Complemental

Product planning

technologies to Purpose synergies
Agile investment decision making through CVC

core technologies
Working with RTH to and improve management of

e > portfalio companies
A roct
(Drone brain) P - Technologies that accelerate ACSL development
- Development nvestment through technical synergies (e.g., image processing
Design and CSL | = production Al X A ' d
/'\_ A, Block chain Target Al, blockchain, and security)
Domestic and overseas companies with unique
Component technologies
Development
Selution Developer csL €VC investors' CSL  REALTECH
Hnldings
End User Fund size and * Up to 1 billion JPY
Customer duration * About 10 years with extension

T REAL TECH Holdings is a joint venture between euglena Co., Ltd and Leave a Nest Co., LTd__
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cS

£

Supplier

As a basic policy, minority investments in from seed
to early phase

Secondly, corporate venture capital aiming at technological synergies was established in December 2020. The size of

the fund is 1 billion yen, and the management period is about 10 years.

Of course, since we are not a venture capitalist, we have asked REAL TECH Holdings who is a professional venture

capitalist to join us and carefully supervise the management of our business.

We will promote the implementation of drones in society through capital collaboration with companies that can

create technological synergies.

With the establishment of this corporate venture capital, we have begun preparing consolidated financial statement

from this fiscal year.



Other Business Highlights

Collaborating with existing and new customers in demonstration and developing of application specific drones
Development and production systems for mass production is also in progress

Oct. | IEEE=VH AIRDs and JUAVAC began offering o, AIRDS MNov. | Started free supporting for disaster areas with ACSL
specialized curriculum in drone delivery = drones
Wind and Flow Platform selected ACSL Launch of drones equipped with an ultra-high
project as a “Specific Use Proposals” resolution camera ONE
Il Built a remote island model of telemedicine  AnA# ddécomo Dec. Development of drone emulator using VR with RIKEI
using drone logistics and other services in Goto City, Eowtrs @ and VFR, fikei VFR Inc.
Nagasaki, and ACSL provided delivery drones and maxe G0
operational support. ez Successful site demonstration with a 5 kg ANAK
K - ) i payload drone with ANAHD
Inspection of river revetments degradation with yec
Yachiyo Engineering Started hybrid technology drone development with BEAGL
AeraGlab o
Nov. | Selected for Open and Free Satellite Data erostE
Demonstration Project Jan. | Provided solutions for wind turbine inspection with S watyiTo
Arbit v
I Started collaboration with Aerodyne for h e
continuous flight in ASEAN - Indoor DX solutions using drones with Blue
. t
Decided to establish corporate venture capital for innovatien Hlginnavasion
technology s i g
=cne o9y ynergies Launched ToA Project to achieve drone social VFR Inc. < sensvm
St.'m:ed delivery drone development for VFRI implementation for Level 4 in 2022 with SUNDRED, @ s pren
social implementation with VFR nc. SENSYN ROBOTICS, PHB Design, VFR, and RIKEI PR — .rm
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As for the other project highlights, we are involved in so many activities this time.

There is a lot of activity behind this release, as this is really what we have been able to release. Due to time

constraints, | would like to highlight just a few of them.

The first thing | would like to highlight is that we are making hybrid engine technology for our drones.

At present, drones are powered by batteries, and depending on the model but the range of time that can fly is about 30

to 60 minutes.

In order to extend the power of the drone in the future, it is surely that improvements in the drone itself are required,
but the key will be how to make innovations in energy sources and energy density. This will only be possible with the

innovative development of batteries. This is no longer a matter of waiting for the revolutionary evolution of batteries.



Development of hybrid drone with AeroGLab

Started hybrid technology drone development with AeroGLab

Aiming social implementation of the drone capable of long time and long-distance flight

Project background Joint development with AGL

= Batteries used in most drones have a flight time of = In the development of "AeroRange PRO", ACSL
about 30 minutes at most developed and provided ACSL flight controller for
AGL
= Difficult to fly for long time and long-distances due to
the needs for battery exchange for flights longer = Strengthening collaboration through contract for the
than 30 minutes development and manufacture of AGL's hybrid

technology drone
= Development of long time and long-distance flight

drones is also an important factor for Level 4 flight = Aiming social implementation of drones capable of

long flight time and long-distance
= AeroGLab(AGL) has developed "AeroRange PRO", a

hybrid drone with maximum flight time of 180 =
minutes, flight range 120 km, and payload of 10 /%CSL AAEH.?L
kg Las
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In order to find a method to extend flight times, we have focused on what is called hybrid technology.

There is a company called AERO G Lab. This is a company that develops large hybrid engine drones and hybrid

technology. We are working closely with this company to incorporate this technology into our drones.

This will lead to the development of a power source for carrying heavy objects over 5kg payload and a hybrid engine
for flying over a long distance of 20~30 kilometers. I think this will be a truly innovative step up in our basic
technology.

In the field of automobiles, we have seen a shift from gasoline engines to hybrid engines.

Drones that use batteries are like at the stage of electric vehicles, which are even more advanced, but in one part of

the process, there is still a demand for hybrids, so I think the development of this technology is quite important.



Development of drone emulator

Development of drone emulator’ using VR technology with RIKEI and VFR.

Aims to Improve development efficiency with emulator compatible with inspection drone camera

= For the development of industrial drones, on-site
verification at actual environments is important

Traditional emulators, which are time-consuming to
demonstrate and not supporting Visual SLAM?
cameras & Visual SLAMEIR

FO—2 0

Started development of drone emulator based on
Rikei's VR technology and drone technology and
demonstration knowledge of ACSL and VFR

¥ Realize buildings, weather, and drone control models, etc. in VR field

" Place virtual cameras based on camera characteristics in VR

Aim to develop an emulator compatible with
inspection drone cameras to improve drone » Quickly generate enormous visual data required for Visual SLAM
development efficiency development

1: Emuster © A system that uses software instesd of actusl squipment te conduct verfication for development L "I(EI V F R I nc'

2:Visual SLAM © Simultaneous Localization and Mapping
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Another example | would like to mention is the development of an emulator for drone development that uses VR.

This is going to be developed in collaboration with Rikei Corporation ( a company in the second section of the Tokyo

Stock Exchange), and VAIO's subsidiary, VFR Inc.

For example, if the activity restrictions increase due to the coronavirus, it may become difficult to provide a

demonstration environment for on-site demonstration.

In the case of a large plant or facility, the number of situations will increase, such as not being able to enter a chimney

when you want to, and not being able to enter an industrial complex when you want to.

In order to avoid delays in development due to this, we create a truly precise virtual space, and represent the
environment in which the drone is flying. In this way, the majority of the development of features and verification
can be completed in virtual space without going to the actual real environment. Final tests are then carried out in the
actual real environment.

We are developing an emulator to create an environment where this kind of thing can be done.

This is already being used in the development of automobiles, etc., so by reflecting this into drone development, we

will be able to accelerate development.



Launch of drones equipped with ultra-high resolution camera

Launch of infrastructure inspection drones equipped with Phase One's cameras, which enable ultra-high resolution aerial
photography and capture large areas in a short time

Project background Features of ultra-high-resolution camera drone

= Low-quality images taken from a distance with = Ultra-high resolution camera enables precise
current drone cameras were unable to be used in imaging
inspection (e.g., structures that cannot be
approached) = Shutter can be controlled at any waypoint or interval
and adjusted from the ground control station, even
= 100-million-pixel ultra-high-resolution cameras of autonomous flight of drone
Phase One (Denmark) enables drones to capture
wide-area, high-resolution images while in flight = Acquiring high-resolution images with a wide
e W dynamic range, ideal for three-dimensionalization, Al
2Cuw judgment, etc.
[+ o <

Integrated molding of the arm and body improves
not only strength but also dustproof and
waterproof performance

~
Image of an object taken ‘ SL
10 meters away Recognizes 0.05mm ON E
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And finally, I would like to share with you the news that we have started to provide infrastructure inspection drones

equipped with ultra-high resolution cameras.

Most of the cameras used in drones were like single-lens reflex cameras that general customers use.

On the other hand, Phase One has developed a camera with 100 million pixels. Of course, it is going to be more

expensive than a standard single-lens reflex camera, but it can take more precise images with a single image.

The advantage of this is that when you are trying to take a picture of a bridge or a car as an example, you will be able
to take a precise picture even when the distance is far. For example, you will be able to take pictures with high
resolution at a distance of 30 meters, which can be taken only at a distance of 10 meters at present.

This has the advantage of improving safety in order to avoid collisions with objects.

On the other hand, by being able to take a wider range of images, you can take more images in one shot. Or it has the

effect of shortening the shooting time.

For example, if you had to take pictures of an object multiple times, you can take pictures from 30 meters away in 1

shot. This is a camera that makes these things possible.

We are aiming to accelerate the spread of this system in various infrastructure inspection fields by making it ready for
installation, and improving efficiency.

This concludes our explanation of the progress of our company's business.



Impact of Infection Expansion of COVID-19

In this fiscal year, decided to postpone projects, suspend demonstrations and shift to the next fiscal year due to COVID-
19. The demand for unmanned solutions and efficiency improvement in operation is expected to grow as a macr trend

Short-term infection Mid-term infection

-

* Some sales activity restrictions due to The demand for unmanned and efficiency

prolonged of COVID-19 and the state of improvement in operation is growing as a
emergency declaration macro trend
* Postponed some of projects planned this year * Accelerated social implementation of remote

to the next fiscal year. Some of scheduled work, non-contact etc. as a new lifestyle
demonstration tests were suspended or shifted * Drone utilization continues to be considered
to the next fiscal year, prioritizing customer positively in all customers

safety * Demand for secure drones grows

. Activity restrictions such as sales, development, Enhance human resources for future business
Operation and on-site demonstration due to COVID-19 expansion
expansion Establishment of mass production system

-
-

Negative impact on financial performance Medium-term market expansion and growth
Impairment risk caused by sluggish business story has not changed
activities of overseas portfalio companies Sufficient cash holdings for operation

Finance

.
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Next, | would like to discuss the business results for the third quarter of 2021.

As | mentioned at the beginning, in the short term, we are strongly affected by the coronavirus.

In terms of demand, although the utilization of drones by customers has not decreased, the number of sales that can

be recorded in the current fiscal year after acceptance inspection is expected to be approximately 600 million yen due

to the delay in activities to acquire projects.

In terms of operations, it is difficult to enter into on-site demonstrations, so there are some restrictions on our activity.

On the financial front, we have revised our forecast of operating loss from 250~0 million yen to 1.2 billion yen in

operating loss, which has a negative impact on earnings.

Also, due to the change in disclosure, the impact of impairment of fixed assets has become apparent.

On the other hand, from a medium to long-term perspective, as | explained, the government is making steady efforts

to create the drone market. Since we have already acquired some projects which will be inspected in the next fiscal

year or later, so there is a solid demand for it.

Also, | believe that this major trend of non-contact and remote work is still going on.

In terms of operations, the human resources market has become affluent due to the impact of the coronavirus, so we



have an environment in which we can actively employ workers.

In terms of finance, we will continue to work firmly on ACSL Accelerate (the plan for the fiscal year 2022), which

we aim to achieve over the medium to long term.

As for the balance of cash and deposits, we have about 2.5 billion yen at the end of 3Q, so | believe we can maintain

a sustainable system.

Financial Highlights

Sales decreased from the previous fiscal year due to projects postponed, demonstrations suspended and shifted to the
next fiscal year. Sales booked 125 MM JPY and profit posted net loss of 812 MM JPY in Q3

MM JPY]
FY21/03 FY20/03 FY20/03
Q3! Q3 Annual
YoY
I o TR NI
Sales 125 AG626% 335 1,278
Gross profit A26 - 152 808
Gross profit margin A212% - 45.6% 63.2%
Operating income A745 - A6 15
Ordinary income Ac38 - A209 231
Net income A312 - A212 239

1: ACSL has shifted from non-cansolidated to consclidated financial results from FY21/03 Q3
© 2021 ACSL Ltd. All Rights Reserved. Confidential AZSL 26

I would like to talk about the actual performance highlights.

As of Q3, net sales were 125 million yen. Operating loss was 745 million yen.

The ordinary loss was 688 million yen. This is because we received money from the government last year and our

ordinary income has improved.

The net loss for the current fiscal year was 812 million yen. This figure is lower because it includes the impairment of

fixed assets.



Sales and Operating profit by quarter

As is typical year, sales is small in Q1-Q3 and tend to be skewed toward Q4. In this fiscal year, ACSL postponed projects,
suspended demonstrations and shifted to the next fiscal year due to COVID-19

Sales and Operating profit by quarter
[MM JPY]

943
M Sales
Operating profit

392

106 141 104 141 168 143 130

144 124 q5q 118 qu3 88 4 g 02 e 180
237
328
1 @ @ o4 | Q1 Q@ Q3 Q4 Q@ @ Q4 a1 @ Q3
FY18/03 FY19/03 FY20/03 FY21/03
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As | have explained, our company has seasonality and a large portion of sales will be recorded in Q4.
In addition to this seasonality, activities themselves are also lagging behind each half of the year, so | think this trend

which a large portion of sales is recorded in Q4 will continue.

Net sales for this term will be 600 million yen, so if we subtract the current sales of 120 million yen, we will be able

to record about 480 million yen in Q4.

Sales transition

Demonstrations and platform drone sales decreased due to projects postponed, demonstrations suspended and shifted
to the next fiscal year. "Others”, including national projects, remained the same

Sales by STEP!

[MM JPY]
W Others 414

Mass Production “

B Demonstration
experiment

FY18/03 FY19/03 FY20/03 FY21/03
Q3 a3 Qs Q3

1: Solution development (STEP1. 2) and Mass production (STEP3. 4) were respectively renamed as demonstration experiment and platform drone sales from FY21/03 Q1.

© 2021 ACSL Lid. All Rights Reserved. Confidential AZSL 28

Please see the table below for a description of the trends in net sales.



Sales of products from drone sales and demonstrations have declined due to an overall decrease in sales.

On the other hand, sales from national projects, maintenance, and parts sales are segments that will not be affected by

the coronavirus, so sales have been around the same level as the previous fiscal year.

Quarterly change in the demonstration experiments

As is typical year, sales were small in Q3. ACSL postponed projects, suspended demonstrations and shifted to the next
fiscal year due to COVID-19, resulting in a decline in revenue from the previous fiscal year

Quarterly sales (MM JPY)

Demonstration
experiment !

Proof of Concept
Private concept 116 133 102

verification (PoC) 6 37 >7 25 59 75 27 65 1 22 22
of feasibility of
drone use ideas Q1 Q2 Q3 Q4 | Q1 Q2 Q3 Q4 | Q1 Qz Q3 Q4 | Q1 Q2 Q3
Use of ACSL
platform drones

FY18/03 FY19/03 FY20/03 FY21/03

Quarterly number of deals

Customized
development 37
* Detail test designs 27

22 22 21

* Development of 19 16 15
customized drones 8 6 . . 6 14 5 11
and systems - .
Q1 Q2 Q3 Q4 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3
FY18/03 FY19/03 FY20/03 FY21/03
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. 19N REEVES Solution development (STEPT, 2) was renamed to “Demanstration experiment” from FY21/03 Q1. enmasn

This is the change in sales of the demonstration tests.

We had sales of about 22 million yen in Q3 and about 15 projects.

Compared to the ASP of the previous fiscal year, the ASP of the previous fiscal year was approximately 5 million

yen, and the ASP of the current fiscal year was approximately 1.5 million yen.

The difference is that there are cases in which projects cannot be commissioned due to the shift of activities, and the

ASP is declining due to that.



Platform drones sales

Sales are usually small in Q3 of each year. ACSL postponed projects, suspended demonstrations and shifted to the next
fiscal year due to COVID-19 and it leads to the decrease in platform drone sales

Sales by quarter (MM JPY)

225 212
Platform drone 67 80 48
sales! 16 25 32 46 qp 24 19 s 10 13
» Sales of standard
and general- Q1 Q2 Q@ Q4 Q1 Q 03 Q Q1 Q Q3 04 Q1 Q@ Q3
purpose aircraft
+ Production and FY18/03 FY19/03 FY20/03 FY21/03
supply of Unit by quarter (Units)
improved aircraft 2
0 customers
based on » 47
standard aircraft 18 20
7 10 5 8 6 12 o . . s

Q1 Q2 Qs Q4 a1 Q2 a3 o4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

FY18/03 FY19/03 FY20/03 FY21/03
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Here is the amount of sales for drone sales.

As of Q3, we have 13 million yen, and we have sold 5 drones.
Looking at the cumulative total up to Q3, we had about 3.5 million yen in the previous fiscal year and about 3 million

yen in the current fiscal year, so ASPs for drone sales are at about the same level.

Others

Sales of the national project by Q3 was 21 MM JPY

Maintenance services remained at the same level as the previous year

Other Sales (MM JPY)

Mational Projects

W Maintenance services, efc.
Others': 68
Maintenance services
+ Sales of drone
components and

modules
+ Repair service 30 65 28 30
+ Some national 59
projects 18 21

27
. Nl

a1 Q2 Q3 Q4 Q1 Q2 Qa3 Q4 Qa1 Q2 as Q4 a1 Q2 Qs

FY18/03 FY19/03 FY20/03 FY21/03

1: For national projects, subsidies received are generzlly posted 2 non-operating income. On the ather hand, some projects whose main purpose is to conduct commissioned experiments are recorded as sales
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Here is the figure for other sales.

A national project of 21 million yen was booked in Q1. And then sales in Q2 and Q3 are due to sales of parts and



after-sales maintenance.

This was maintained at the same level as the previous fiscal year.

Gross profit

Q3 Gross profit was &13 MM JPY

Fixed costs were not fully covered and booked loss due to the small sales

Quarterly gross profit and gross profit margin
[MM JPY]

60% 60% 48% 59% 60% 52% 48% 58%
N 14%

*19% A16%

A28%

204

A6 A6 A 13
o} Q2 Q3 Q4 a1 Q2 Q3 Q4 a1 Q2 Qs Q4 Q1 Q2 Q3

FY18/03 FY19/03 F20/03 FY21/03
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This is the trend of the gross profit.

As the fixed cost has not been fully covered the decrease in sales, the gross profit has been negative.

R&D Expenditure

Even under the influence of COVID-19, core R&D activities continued and increased R&D expenses compared to FY20/03
Q3 as an upfront investment for the next fiscal year and beyond

Quarterly R&D Expenses and Sales Ratio

[MM JPY]
278%
127% 919 107% 109% W
— 0 omw TR % TR sk 3% S e
113
85 -
o 80 . 76 78 77
B2 58 1 60

1 Qz Q3 Q4 Qa1 Q2 Q3 Q4 1 Qz Q3 Q4 Qa1 Q2 Qs

FY18/03 FY19/03 FY20/03 FY21/03
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This is about research and development expenses.



As you can see in Q3, we are making a lot of investment in development. Even if the acquisition of the project is
delayed or the implementation of the demonstration experiment itself is delayed, we will not stop the R&D.
By investing our own funds, we will invest in development to achieve our mid-term management policy and FY 22

sales targets.

FY21/03 Forecast

Sales fell short of the target due to the expansion of COVID-19

R&D activities continued as upfront investment to realize the mid-term management direction.

MM JPY]

Revised Previous
Difference Difference factors
forecast forecast

Postponed projects, suspended demonstrations

A ~
Sales 1,400~1,700 800~1,100 and shifted to the next fiscal year due to COVID-19
Gross profit 70 800 A730 Decrease in absolute value due to sales decrease

Increase in fixed cost ratio to sales due to sales
decrease

Gross profit

A
Margin 12% 57% 45ppt

Continued as upfront investment to realize the mid-
R&D 650 410 +240 term management direction (Switch to in-house
development of development from client projects)

Operating A1,200 A250-0  A950-4A1,200
Income
Impaired 86MM fixed assets due to revised forecast.
Net Income A1,300 A230~50 A1,070~41,350 Portfolio companies are at risk of impairment but
not impaired at Q3
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Lastly, I would like to explain our plan for the fiscal year ending March 31, 2021.

Due to the impact of the coronavirus on sales, there are some sales that have not been achieved.

We are firmly investing in research and development as planned.

In accordance with this, we have revised our forecast for net sales of 600 million yen from the previous forecast of
1.4~1.7 billion yen for this fiscal year. As for R&D expenses, we have increased our investment in development from

410 million yen to 650 million yen.

As a result, we have revised our forecast for operating loss from a range of 250~0.0 million yen to 1.2 billion yen.

Net loss will be 1.3 billion yen.

As | have already explained to you, in order to launch a product that will be a growth factor in FY 22, we are proceeding
with our decision to invest in development at our own expense even if we fail to conduct some demonstrations and

acquiring projects.

To this end, we are steadily increasing our development costs.

In terms of net income, there are about 86 million yen in impairment of fixed assets.



Due to changes in the plan for tangible and intangible assets that were placed on fixed assets, the amount has been

reduced to the recoverable amount based on accounting standards.

The breakdown is that we originally had tangible assets worth 38 million yen, but now it is 0.
This includes demonstration drones for use in offices and sales promotions that were originally included in fixed

assets.

About intangible assets. Intangible assets were originally valued at about 67 million yen, but we have lowered the
valuation to about 14 million yen.

This is for demonstration applications and software, which have been written off to the recoverable amount.

As our company believes that this asset can be used effectively, we have recorded an impairment loss in accordance

with accounting standards.

Numerical targets

While sales decrease significantly in FY20, ACSL will continue to develop application-specific drones.

In FY22, sales of application-specific drone are expected to drive sales growth

FY22
(Mid-term
JP ; . .
S (Forecast) Management
Direction)
Sales 0.37 bn 0.8 bn 1.2 bn 0.6 bn 5.5 bn
Small aerial photo
(low ASP) i i ) ) KO
Other application-specific drones
(high ASP) . - - = 1.0 bn
PoC and Development
Sales of Platform drones 0.37 bn 0.67 bn 1.2bn 0.48 bn 3.0bn
Other 0.13 bn 0.1 bn 0.12 bn 0.5 bn
Gross profit Margin 48% 53% 63% 12% 50%
R&D 032 bn 0.36 bn 0.27 bn 0.65 bn 0.8 bn
Operating Income A0.54 bn AD03bn 0.01 bn A12bn 0.75 bn
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Next, | would like to talk about KPI and numerical targets.

We believe that the mid-term management policy and the plan for FY 2022 have not changed, so there is no change

in the numerical targets for this.

We aim to generate sales of 5.5 billion yen partly from small aerial drones and government procurement. If anything,

ASP, and for low-end drones with low gross profit margins, is aiming for 1 billion yen.



In addition, the other three types of airframes are application-specific drone which is used for specialized purposes,
such as smokestack inspection, logistics, and enclosed environment inspection. As we believe this is a high-value-

added drone, we have set a target of 1 billion yen each.

FY22
jei= FY17 FY20 (Mid-term
= (18/03) (Forecast) Management
Direction)

Sales breakdown

Sales of application-specific drones

Small aerial photo Unit 1,000~
(low ASP) Value (100mn JPY) 10
Other Unit - - - B 300~
application-specific drones
(high ASP) Value (100mn JPY) 10
Development of application-specific drones
# of project 60 81 112 = =
PoC and Development
Value (100mn JPY) 2.1 2.9 8.6 = 20
Sales of Platform/ Unit 40 106 101 ~40 ~300
Evaluation drones Value (100mn JPY) 9.0 3.8 3.0 ~2 10
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Finally, we have the target for the number of units.

In FY 2022, our target is to sell 1,000 small aerial drones and record 1 billion yen sales. And we have set a target of 1

billion yen for 300 units of application-specific drones.

With regard to the application-specific drones, we expect sales of ASP around 3 million yen if we calculated it, and |

think it will be similar to the current ASP.

On the other hand, we have benchmarks for small aerial drones, so we expect the price to be around 1 million yen per

drone.

In addition to the mass production, we will also develop application-specific drones. We are expecting to develop

about 300 units of this type of drone, which will be used for demonstration tests before mass production.

Thank you for your time. Thank you very much.



Q&A session

Mr.Washiya : Thank you for your patience. As for the questions and answers, | would like to read out the questions

and answer them.

The first question is from Tetsuya Harada-sama.

Is the postponement largely due to your company's judgment or customer's demand? And if the impact of the

coronavirus continues in the next fiscal year, will performance be significantly worse?

Thank you for your question.

As for the impact of the postponement due to the delay in project acquisition, we have to go into the field and have
face-to-face meetings with the client during the acquisition stage. This is often the case.

As for this kind of thing, it was the up to customer's after all.

On the other hand, some of the orders we have already received, have been decided to postpone or suspend some
demonstration tests, etc. In consideration of the safety of our customers and employees, we decided to exercise self-
restraint during a state of emergency.

We have made our decision based on these factors. So | think we had a big influence on this part.

In the event of a new coronavirus or other infectious diseases, the impact on the next fiscal year will depend partly on

how our customers decide to conduct their business and economic activities.

Regarding this, we cannot make a decision by ourselves, so we will try to find out whether to stop completely or

continue in a small group environment depending on the situation.

As for the impact of the new coronavirus on our business performance for the next fiscal year, we cannot comment on

the forecast for the next fiscal year as it has not been disclosed at this time. However, the current outlook for the new

coronavirus is based on the assumption that the current situation will continue until the end of March.

I would like to move on to the second question from Miyahara-sama

The first question is to ask a little more about the breakdown of the downward revision, since it is so big.



Am | right in understanding that the impact of the second emergency declaration on January is huge?
Is it correct to assume that if the inspection shifts by about half a year, there is a possibility that sales for the next

fiscal year will exceed the previous forecast? Or is it correct to understand that everything is going to deviate?

Thank you for your question on this as well.

At this time, we have not disclosed any forecast for the next fiscal year beyond what we have set forth in our mid-

term management policy.

As | explained, as of the end of the 3Q, we have sales of 260 million yen that will be recorded next fiscal year, and

we plan to further increase the number of projects we acquire toward the end of this fiscal year.

In fact, the nature of each case will differ as to whether this will be an addition or a shift to the next fiscal year.

In some projects, we will proceed to the next phase if we are satisfied with one demonstration test. Such
demonstration tests do not proceed as planned in most cases, which has an effect on sales. On the other hand,
I believe that the demonstration experiment sales, which were originally scheduled to end this fiscal year, will be

recorded in the next fiscal year.

However, in general, there are limits to the resources and capacity of employees, so one of the key points is how
much they can handle in a year. Therefore, | believe that there will be no major changes in the figures for the next

fiscal year and the year after that.

The second question from Miyahara-sama is that he would like to know the outlook for the next fiscal year and the

progress toward the achievement of mid-term management.

What is the scale of the small aerial drone, smokestack, enclosed environments that you expect to launch in the next

fiscal year?

In addition, he would like to know whether there is a risk of a significant decline in the mid-term outlook, as in the

revision of the current fiscal year, and whether we are confident of achieving the mid-term plan.

First of all, the figures for the next fiscal year for drones which is used in small aerial drone, smokestack, and enclosed
environments, are not yet been disclosed, so we cannot provide detailed figures.
Also, since this is linked to individual customers, it may affect customers, so | would like to refrain from giving

detailed answers at this point.



However, as we describe these three as growth drivers, this is an area where there is little or no competition. And, as
we develop products in close co-operation with our customers, we believe we can contribute to a certain level of

sales.

In particular, the small aerial drone is expected to have a certain sales volume because it is a low-priced drone or we

could say it is a low-value-added.

As for the risk of delaying such things in the future, as you mentioned in your first question, we believe that the risk

is of course not zero, depending on how the new virus affects it.

We are a hardware company, so we need to procure things. This is done with a firm forecast.

Due to the spread of novel diseases such as coronavirus, it will be difficult to provide our products if we are unable to
procure goods, such as semiconductors, and lead times for procurement are twice or three times longer than before. |
think there is a possibility that such a thing will have an impact.

However, companies have experienced the coronavirus for over a year, and looking at the current outlook, I think
they are starting to have a workaround and resistance to the coronavirus. Therefore, at this point in time, we believe

that a significant factor may not be found in the next fiscal year.

That is all.

I have received another question from Tetsuya Harada, so | will answer it.

He would like to know when the emulators will be available for practical use. Thank you very much.

Our company originally developed the controlling section for drones and had an internal emulator to verify how to

stabilize it when the wind blows.

This time, what we are developing is not only a simple control unit, but also a simulated real-world environment, so

that we can continue verification even in environments that are difficult or impossible to enter.

Of course, just because one environment was created does not mean that it can be used in everything.

For example, even if the ship model is designed in detail, it cannot be used in chemical plants.



As for the first use,
The projects that are currently under development are expected to be completed by the beginning of the next fiscal

year at the earliest, and | believe that we will be able to create a solid development environment for those areas.

We will continue to expand our business to various environments, and I believe that we will be able to show the

effects of these efforts in the next fiscal year.

This will be the end of the Q&A session. Thank you very much for your kind attention.



