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BJ FY2025 1Q-3Q Consolidated Financial Results Overview @ Headwaters

(Thousand yen) (Thousand yen)
FY2024 1Q-30 D FY20251Q-30 D
Pct. to net sales Pct. to net YoY change FuII?year forecast
(%) sales (%) (%) achievement rate
(%)

Net sales 2,087,675 100.0 2,702,050 100.0 129.4 67.4

Al 1,041,187 49.9 1,765,564 65.3 169.6 80.3

DX 948,813 45.4 858,899 31.8 90.5 53.7

Product 97,675 4.7 77,586 29 79.4 37.5
Operating profit (loss) 216,709 10.4 98,089 3.6 45.3 29.9
Ordinary profit (loss) 218,306 10.5 71,127 2.6 32.6 21.4
Profit (loss) attributable to
owners of parent 145,884 7.0 45,478 1.7 31.2 19.2
Basic earnings (loss) per share 38.54 yen 11.97 yen
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B FY2025 10-3Q Financial Summary © Headwaters

FY2025 Key Performance Indicators Sales and Recruiting
Net sales
 We achieved new record high net sales (up 29.4% YoY) for the second consecutive quarter by fully tapping into demand for Al, despite being affected by
the Trump tariffs.

— Al: Net sales hit a new record high for the fifth consecutive quarter mainly generative Al and Al agent projects. (YoY: 169.6%)
In addition to unique workshops for introducing generative Al and hackathon projects, the demand for Azure data platform projects continued to be high.
— DX: Existing medium- and large-scale projects are progressing steadily, although some were affected by the Trump tariffs.
— Product: Terminated low-profit services and began to focus solely on SyncLect services in August.
« Unit sales per client: Reached a new record high for two consecutive quarters
— Loyal client strategy: The unit sales price continued to rise with there being a steady shift to our major clients being large companies with sales of over one
trillion yen.
— Development of new businesses with existing clients: Continued to increase client life time value by promoting expansion to other departments and the
proposal of derivative projects based on the provision of collaborative support.

Operatlng Profit / Ordinary Profit
Gross profit and margin: Achieved a record high gross profit for two consecutive quarters by increasing unit sales prices and steadily advancing projects.
+ SG&A expenses: Personnel expenses and personnel recruitment expenses increased as a result of an increase in employees. At the same time, commission
expenses increased due to the increase of the prices of the services we use.
»  Operating Profit / Operating Profit Margin: The operating profit margin increased to 11.5%, a figure that is close to a record high.
* Non-operating loss: Recorded a loss on valuation of derivative, which continued from 2Q

Recruiting
* Netincrease of 13 employees in the third quarter (compared to a net increase of 26 in the same period of FY2024).
* Netincrease of 63 employees compared to the annual plan of a net increase of 80 employees: Progress rate: 78.8% (Annual Plan is expected to be
achieved)
* Target age groups in recruitment: Mainly mid- to high-level talent
* Turnover rate: Expected to be 13% to 15% compared to the targeted 10%
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u Net Sales by Service Category © Headwaters

(Thousand yen)
FY2024 Sales: 2,905,981 FY2025 1Q-3Q Sales: 2,702,050

FY2023 Sales: 2,315,088

YoY: 129.4%

YoY for the Quarter: 140.9%

QoQ: 118.4%

1,064,055
23,712
818,306 898,786 ’
754,990 ’
708,367 739,209 24,326 306,971
’ 44 568
628,288 20,374 624,318 34 590 20,548 .
528,588 ’
25,866 23,711 363,222
349,219 273,740
29,670 290,700 ,
344,682 308,894

266,592

3Q 2Q 3Q
FY2023 FY2024 FY20_
m Al DX Product
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u Cost of Sales by Service Category @Headwaters

(Thousand yen)
FY2024 Cost of Sales: 1,665,908 FY2025 1Q-3Q Cost of Sales: 1,497,199

YoY: 126.0%

FY2023 Cost of Sales: 1,459,999

YoY for the Quarter: 128.5%

QoQ: 118.6%

572,889
478,018 483,049 22,093
445,880 441,261
377,789 28,650 174,017
374,103 364,221 — 39,625 13479
323,274
19,782 20,136 17 987 155,591
22695 196,448 S | i
198,525 153,889 168,646
155,624
4Q 3Q 1Q 2Q 3Q
FY2023 FY2024 FY202_
m Al DX Product
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u Gross Profit by Service Category oHeadwaterS

(Thousand yen)
FY2023 Gross Profit: 855.088 FY2024 Gross Profit: 1,240,073 FY2025 1Q-3Q Gross Profit: 1,204,850
YoY: 133.9%
YoY for the Quarter: 158.9%
QoQ: 118.1%
46.7% 46.3% 46.2%
@
0 491,165
41.6% 40.3° e
. 415,737 ’
38.8% 132,954
340,288
330,578 ’ 122,597
19.238 A 4,943 297,948 |
254,185 ! 260,097 Bt 16,369
5,724 165,778
6,084 22593‘114 137,141 152,771 105,115
146,157 ’ 140,248 356,593
110,968 297,464
174,199 150.201 169,567 176,463
101,944 87,371 114,125 ’
(4,324)
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY2023 FY2024 FY2025
Al DX Product —e—Gross profit margin
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u Gross Profit Margin by Service Category

Headwaters

55.4%
48.9% . 49.9% 48.6%
_472%  454% 43.7% 45.6%
0
39.6% 37 6% 39.1% 40.5% 41.3% 38.4%
23.5% 23.5%
24.1%
17.7%
11.1% 6.8%
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
Al: Gross profit margin increased to the high 40s due to measures to increase unit prices that began to be implemented at the end of last year.
DX: Gross profit margin was stable due to steady progress in projects, mainly existing projects and projects for existing clients, although some projects were downsized or postponed.
Product: Gross profit margin is improving given our focus solely on a single service and changing the system, in response to the negative gross profit margin in 2Q.
(17.8)%
FY2023 FY2024 FY2025
oo/ DX Product
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u SG&A Expenses

oHeadwaters

FY2023 SG&A expenses: 760,227

(Thousand yen)

FY2024 SG&A expenses: 932,119 FY2025 1Q-3Q SG&A expenses: 1,106,761

YoY: 162.0%

aa’ 194,852 198,271

3Q 4Q 1Q

FY2023

YoY for the Quarter: 151.4%

365,568 372,496 368,697
QoQ: 99.0%
241,279 243,524 249,045
2Q 3Q 4Q 1Q 2Q 3Q
FY2024 FY2025
SG&A expenses
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u Operating Profit / Operating Profit Margin © Headwaters

(Thousand yen)
FY2023 FY2024 FY2025 1Q-3
Operating profit: 94,861 Operating profit: 307,954 Operating profit: 98,089
18.6%

122,468

132,306 11.5%

6.0%

37,675 3.0%

10,462 LEHET
3Q 4Q 1Q 2Q 3Q 4Q

1Q 2Q 3Q

(67,619)

In 1Q, we implemented upfront investments advancing our alliance and partner strategies to expand net sales, which is a FY2025
KPI. Going forward, we will not make investments which will result in an operating loss. While we started the fiscal year with a

deficit, we continued to address the issue of the seasonal variation of sales and succeeded in changing our structure so that it would
enable the steady generation of operating profit in 2Q and 3Q. In the medium term, there is sufficient room for the growth of unit sales

prices. We believe it is possible to further increase operating profit and operating profit margin.

(9.1)%

FY2023 FY2024 FY2025

Operating profit ®-e-@ Operating profit margin
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u Employees, Monthly Sales Per Employee oHeadwaterS

(No. of
employees)
+75 employees YoY for the Quarter
(Thousand
+13 employees QoQ yen)
303
290
27
253 27
240
1,357 228 25
263 276
22
208 219 8
181
146 146 155
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY2023 FY2024 FY2025
Production personnel Non-production personnel @-e-@ Sales per employee

* Contract and part-time employees are not included beginning from FY2024 for the consistency with other disclosed materials.
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u Number of Clients and Sales Per Client QHeadwaterS

(Companies)
(Thousand yen)

11,320
103 105 102 10,331
I —
/ \ =
08
94 9 94
8,023
7,704 7 467 87
6,684 6,746 6.436
5,132

The majority of our clients are enterprises with sales of more than 1 trillion yen as a result of measures to make them loyal clients.
We have 94 clients, which is the same as in the year before last (3Q of FY2023). However, sales per client increased nearly 1.7
times, from 6 to 11 million yen.

Sales per client hit a record high for the second consecutive quarter.

3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY2023 FY2024 FY2025
Sales per client @-0-@\o. of clients
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Unit Sales Price, Number of Projects and Contractual Chain

u Status by Service Category

Unit Sales Price by Service Category (Thousand

yen)

4,995 4871

5,163
3,920 4,048 4,385
3,928 3,902

3,87

1

No. of Projects by Service Category

The number of business inquiries increased significantly as a result of our increased visibility with
Microsoft due to our participating in its partner program and an event it hosted (1.9 times greater than
the previous fiscal year).

Sales per project increased in both Al and DX due to the increasing sales per engineer and
the increase in system size, which was a result of our client base shifting to the enterprise
level, which was achieved due to the loyal client strategy.

1,013
1
s 549 09 474 752 591 518 505
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY2023 FY2024 FY2025
(e = Y\ DX Product @-e-@ Overall

223
209
188 196 47
175
162 167 o
160 455 44 50
57
54 70
50
58 46 68
78 73
68 74 61
- 106
56 73
35 45 44 37 48
3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q
FY2023 FY2024 FY2025
Al DX Product

* Because the OPS Services category was discontinued from FY2024, the number of OPS projects in FY2022 and FY2023 has been allocated to the three other service categories.

oHeadwaters
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u FY2025 Forecast €) Headwaters

Headwaters believes that FY2025 is a breakthrough year for Al agents and a period in which the generative Al market will continue to expand. In response to this
market environment, Headwaters has positioned this year as a year of investment, in which it aims to significantly increase the volume of sales to further accelerate
the growth it has been recording.

+ KPI: Sales and recruiting

* Net sales: Sales target of 4.0 billion yen with year-on-year growth of 37.9%, exceeding the growth rate for FY2024.

* Recruiting: Necessary investments will be made for a net increase of 80 employees and a turnover rate of 10% or less.

» Sales strategy: Resources will be allocated to acquire orders for large-scale projects and strengthen business teams, as well as to implement the alliance

strategy and develop new businesses for existing clients.
»  Operating profit: While investments will be prioritized with a view toward the expansion of the volume of sales, operating profit is expected to rise 6.5%.
»  Ordinary profit: Profit is expected to decrease because a gain on valuation of derivatives, which temporarily occurred in FY2024, will not be factored in the

plan for FY2025.
Sales forecasts by service category Operating profit and operating profit margin forecasts
Thousand yen Thousand yen 12.0%
( yen) ( yen) 10.6%
10.0%
4,007,000
207,000 8.0%
2,905,981
1,600,000 6.0%
231 142,243
;315,089 307,954 328,000
o,
108,708 1312035 : 4.1% Lo
- YoY: 106.5% (Forecast) ’
1,250,068 YoY: 137.9% (Forecast)
2.0%
: 0.0%
FY2023 FY2024 FY2025 (Forecast) FY2023 FY2024 FY2025 (Forecast)
m Al DX Product Operating profit @-e-@ Operating profit margin

* Forecast figures may change as they are as of the time of disclosure of these materials.
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u Seasonal Fluctuations in Net Sales oHeadwaters

Headwaters' sales are forecast that usually incorporates seasonal fluctuations. Considering these fluctuations to be a management issue,
Headwaters has prepared its FY2025 forecasts with an eye toward the creation of a stable revenue base.

- Net sales trend [SG&A expenses trend Characteristics

As the period will be characterized by a flood of projects, efforts will be made to control seasonal

Medium fluctuations by shifting to the acquisition of orders with a focus on medium- to large-scale projects.
2Q Medi Hiah Sales will be stronger than the level of 1Q due to the launch of large-scale projects, and SG&A
SeflElnn '9 expenses will increase due to the impact of progress in recruitment.
3Q High Very high Sales will be high, and SG&A expenses will also be high if the recruitment situation impacts SG&A
expenses and personnel expenses.
4Q Very high Medium As sales are at their highest point and recruitment is decreasing, SG&A expenses will be a certain

percentage of total expenses due to a steep increase in personnel expenses.
Quarterly Sales (Seasonal Fluctuations)

Projects to use up
annual budgets

Projects to use up
annual budgets

Projects to use up
annual budgets

Projects to use u

annual budgets FY2025 initiatives: Efforts will be to create a stable revenue base by decreasing the
percentage of projects to use up an annual budget and increasing the percentage of
Issue in FY2024: Although sales increased in 1Q and 4Q due to budget-driven projects that are medium- to large-scale projects. By having multiple options for how to
projects, the high percentage of projects completed within three months led to undertake and process work, efforts will be made to increase flexibility to respond to drastic
intensified seasonal fluctuations—most notably reflected in the gap between 1Q and changes in the market environment. These efforts are intended to mitigate the impact of
2Q sales—resulting in an unstable revenue base. seasonal fluctuations and support sustained upward growth.
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q



u FY2025 Revenue Forecast © Headwaters

Headwaters has made the expansion of net sales a KPI for FY2025, while also sparing no efforts to mitigate the impact of seasonal fluctuations. It
therefore projects the following revenue in FY2025.
* Net sales: Projected to increase slightly from the 3Q level because projects are growing in size and certain amount of resources will be
allocated to sales activities in the next fiscal year.
« Gross profit margin: Expected to be around 46%, which is on par with 3Q
+ SG&A expenses: Forecast to be around 375 million yen because, unlike in the previous fiscal year, recruitment will decrease in 3Q and
increase in 4Q
» Operating profit: Operating profit margin is projected to be around 11% in 4Q because net sales and gross profit margin are forecast to be on
par with 3Q while SG&A expenses are expected to be slightly high.
The final full-year forecasts are that net sales will increase to 132.8% and operating profit will decrease to 77.2% of previous fiscal year.

(Thousand yen)

Sales forecasts by service category Operating profit and operating profit margin forecasts

YoY: 132.8% (Forecast)

10.6%
3,860,000
130,000
2,905,981
1,170,000 YoY: 77.2% (Forecast)
142,243
2,315,088 \.
108,708 1312,035 307,954 6.2%
4.1%
1,250,068
2,560,000 237,587
1,451,703
956,313 94,861
FY2023 FY2024 FY2025 (Forecast) FY2023 FY2024 FY2025 (Forecast)
Al DX Product Operating profit @-e-@ Operating profit margin

* Forecast figures may change as they are as of the time of disclosure of these materials.

Copyright © Headwaters Co., Ltd. 14




Y IR News Summary (July 2025 - September 2025) © Headwaters

IR News: https://www.headwaters.co.jp/ir/news/

B Timely disclosure
v' Consolidated Financial Results for the Second Quarter of the Fiscal Year Ending December 31, 2025 (Under Japanese GAAP)
v" Financial Supplementary Materials for the Second Quarter of FY2025
v" Notice Regarding Acquisition of Shares in LogTech Corporation (Making it a Consolidated Subsidiary)
v" Results of Operations for the Second Quarter of FY2025

B Al technology innovations / Services
v" Headwaters Launches the Azure Al Foundry Agent Service, a Hands-on AgentOps lab Service for Companies Considering Al
agents on Microsoft Azure
v" Headwaters Announces Computer-Using Agent Solution Featuring Computer Operations Done by Al Agents
— Providing Task-specific Agentic RPA and Agentic Web Intended for Major Enterprises —
v Launch of the Al Agent CoE Support Service Accelerating the Use of Al Agents
— Comprehensive Support for Organizations Promoting Generative Al Strategies Within Major Enterprises—
v' Launch of Al-data-driven BizOps Managed Services Using the Microsoft Fabric/Azure Databricks Platform
— Collaborative Support for the Promotion of Data-driven Management —
v Launch of the Copilot Advanced RAG Service Using SharePoint/Microsoft Fabric as a Data Source for Companies Who Have
Not Been Successful Using RAG in Copilot
v" Launch of the HWS Agent Camp Workshop-style Program Accelerating the Use of Al Agents by Companies
— Hosting Hands-on Hackathons Adapted to the Multiple Agent Era —
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Y IR News Summary (July 2025 - September 2025) © Headwaters

IR News: https://www.headwaters.co.jp/ir/news/

B Achievements / Examples of implementation
v' Headwaters Co., Ltd. Achieves a 99% Correct Answer Rate with Agentic Work Flow Featuring the Autonomous Execution of Operations by
Multiple Al agents using RAG
Six Headwaters engineers received a Microsoft Top Partner Engineer Award 2025
Six Headwaters Teams Qualify for the NEDO Challenge, Quantum Computing "Solve Social Issues !," a NEDO Program with a Cash Prize
Headwaters supports Daiwa Securities Group Inc. in the Operation of a Hands-on Workshop using Copilot Studio, a DX Promotion Measure
Hyper-personalization Achieved on Al Agent Platform using Microsoft Entra ID
— Providing A Safe and Highly Precise Customer Experience using a Zero Trust System and ID Management —
Headwaters and Secure Inc. Jointly Develop an Al Agent Solution for Issues in the Operation of Unstaffed Stores
Supported for the Everyone Can Make an App program of the Tokyo Metropolitan Board of Education
— Junior High and High School Students, Future IT Human Resources, Take on the Challenge of Developing Apps using Generative Al —

AN NI NN

SN

B Business alliances / Strengthening of partnerships / Notices
v" Notice of Acquisition of Shares of BBD Initiative Inc., (Resulting in It Becoming an Equity-method Affiliate) and Conclusion of a Capital and
Business Alliance with the Company
v"  Headwaters Co., Ltd. and BBD Initiative Inc. concluded a capital and business alliance agreement
— Rebooting Industries in Japan through the Democratization of Al and Data-driven Management —
v"  Headwaters Fully Launches Al Agent Business Jointly with BTM
— Accelerating the Nationwide Promotion of DX using Al Agents —

B Health management and welfare benefits
v" Headwaters Group Acquires Silver Certificating in the KENKO Investment for Health Outstanding Organizations Recognition Program for the
Second Consecutive Year in Recognition of its Implementation of Health and Productivity Management
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u Notes on Forward-looking Statements OHeadwaters

» This document contains outlooks, future plans and management goals related to Headwaters. Descriptions regarding these forward-looking statements
are based on assumptions made at the current moment about future events and trends, and there is no guarantee that these assumptions are accurate.
Various factors may cause actual performance to significantly differ from what is described in this document.

» The figures in this document represent consolidated figures for the entire group, including Headwaters Consulting, Headwaters Professionals and DATA
IMPACT JOINT STOCK COMPANY.

» LogTech Corporation was included in the scope of consolidation in FY2025 3Q.
» Headwaters included BBD Initiative Inc. in the scope of its equity method accounting.
» In this document, numerical comparisons are presented in the following three categories.
* QoQ: A comparison between the figures of the previous quarter and the current quarter
- Comparison between figures of FY2025 2Q and FY2025 3Q
* YoY: A comparison between the cumulative figures of the previous fiscal year and the current fiscal year
- Comparison between figures of FY2024 1Q-3Q and FY2025 1Q-3Q
* YoY for the Quarter: A comparison between the figures of the corresponding quarter for the previous fiscal year and the current fiscal year
- Comparison between figures of FY2024 3Q and FY2025 3Q

» Unless otherwise specified, the financial information in this document is based on generally accepted accounting principles in Japan.

» Information regarding companies other than Headwaters is based on generally known information.
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