Report Date: 1/21/2026

Company: FFRI Security Inc A
Ticker: 3692 JP

Industry: Infrastructure Software WO L F

Stock Price (Yen): 9320

Market Cap (Yen, Millions): 76,331 RESEARCH

We Believe More Than 100% of FFRI’s Profit Increase Is Due to
Questionable Accounting from Government Subsidies

e We are short FFRI because we think it is using misleading accounting to give the
appearance to investors that it has made a turnaround in revenues and profits. However,
our research shows FFRI’s revenues would have fallen by 1% without this questionable
accounting. The accounting firm that approved these practices was later banned for six-
months for “grossly improper” operations.! We believe the real key to FFRI’s apparent
success is the use of a private consortium led by FFRI’s President as a conduit for its
government subsidies that obscures real expenses associated with these funds.

e FFRI is a recipient of “K Program” funds from the New Energy and Industrial
Technology Development Organization (NEDO) which offers subsidies that “strengthen
advance cyber-defense functions and analytical capabilities” for Japan.! However, FFRI
does not receive the funds directly. The conduit for its funds is the Cyber Research
Consortium (CRC), which was founded by FFRI and is managed by FFRI’s President.?
CRC income represented 20.5% of FFRI’s revenues in FY3/25. We calculate that without
these funds, intended as an R&D offset, FFRI would have reported losses instead of
profits.

e We analyzed 9 other government subsidy recipients. In each case, subsidies offset R&D
expenses and had no material impact on profits. FFRI is different. While FFRI’s revenues
increased by ¥623 million from CRC payments, shockingly, its R&D expenses decreased
by 13% in FY3/25. We believe there are two likely explanations; either FFRI is receiving
subsidies intended to increase R&D while cutting R&D spend (which would be very bad
behavior); or FFRI is recording their reimbursements as revenues while obfuscating the
related R&D expenses by capitalizing them or running them through the CRC.

e We analyzed publicly available financials from the CRC revealing the Consortium made
a negligible net profit in FY3/25 of ¥11.7 million and a net loss of ¥14.3 million in
FY3/24. We believe the CRC is barely profitable and effectively operates as a pass-
through entity. Unlike the CRC, FFRI is booking government subsidies from the CRC as
revenue without incurring material R&D costs. In our view, FFRI’s accounting treatment
of R&D subsidies seems impossible without this pass-through entity as government R&D
subsidies are typically reimbursed on a cost basis. We are eager to see what the actual
costs incurred by FFRI on this project were and where those costs have been recorded.

e We cannot verify if some of FFRI’s R&D expenses are being kept in the CRC because
they are a private company. However, we can see that FFRI capitalized its ¥480 million

! This report uses translations of Japanese sources. The Japanese translation of this report is provided for
convenience only and may contain errors. Only the English version represents Wolfpack's opinion. Readers use
translations at their own risk. For legal matters, refer to the English text.
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membership fee it paid to the CRC; we believe that this is essentially an R&D cost and
should be treated as an expense (which is how FFRI typically treats R&D costs).? We
calculate FFRI’s profits in FY3/25 would have been cut by 32% without this gimmick.
FFRI is the only company we found in Japan that uses NEDO public funds that creates
the appearance of large profits. We reviewed 9 different companies that received
government subsidies and only one other company, Axelspace, recorded subsidies as
topline revenues. However, Axelspace only recorded this revenue as it incurred costs, so
the subsidies only offset R&D expenses rather than generating profits.

A Japanese GAAP expert told us that NEDO funds are typically recorded as “other
income” or as an R&D offset. Instead, FFRI records them as topline revenue. The auditor
who approved this treatment, ASKA & CO, was suspended for six months by the FSA
for “grossly improper” operations.* FFRI, in a highly unusual move, changed its segment
reporting mid-year, making its reliance on government subsidies less obvious. FFRI has
since switched auditors to UHY Tokyo Audit Corporation, another small audit firm. Will
this new auditor be willing to approve management’s unusual treatment of its subsidies in
their year-end audit?’

Management’s ability to generate the impression of a turnaround has sent the stock price
soaring over 300%, but we think this is the same company it has always been. Its main
software product, Yarai, saw its licenses peak in 2019. If you exclude income from the
CRC, revenue growth in 2024 was not even flat, it was worse than the year before.

The stock market expects FFRI will benefit from Takaichi’s cybersecurity initiatives.
However, we believe there is a significant risk that FFRI’s questionable accounting,
which paradoxically shows R&D expenses declining while subsidies are increasing, may
attract scrutiny from NEDO and the Takaichi administration of the CRC and FFRI’s use
of public funds. We think the ideal situation would be for FFRI to make public any
relevant CRC transactions so that investors can properly evaluate FFRI’s turnaround
narrative.
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Without Recording R&D Reimbursement Subsidies as Topline Revenue,
FFRI Revenues Would Have Declined By 1% Instead of Growing By 24%

Our analysis shows FFRI’s 24% revenue growth in FY3/25 came entirely from subsidies. These
subsidies originated from Japan’s New Energy and Industrial Technology Development
Organization (NEDO) and were distributed to the Cyber Research Consortium (CRC), a private
consortium of cybersecurity companies that channels government funding into cybersecurity
R&D.

CRC payments to FFRI accounted for 20.5% of revenues in FY3/25; we calculate that without
FFRI’s highly unusual treatment of these subsidies as topline revenues, FFRI’s core business
revenue in FY3/25 would have been 1% lower than in FY3/24.
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FFRUDI’s Stock Price Suffered for Years Until K Program Funds Were Used to
Increase Profits

FFRI’s stock price has soared over 300% thanks to its questionable accounting of funds flowing
in from the CRC, but apart from this accounting treatment of government subsidies, we think
FFRI is essentially the same company it has always been. FFRI is a cyber-security company that
sells software, but its main software product, Yarai, saw licenses peak in 2019.°
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FFRI’s revenues and growth were stagnant for years. Up until March 2025 when the 2024 annual
results were released, FFRI’s stock mimicked the underperformance of its commercial business.
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We can see the stock continued to suffer throughout FY3/25 despite better results in FY3/24.
When we look at core revenues and exclude subsidy income from the CRC, we can see that the
revenue growth rate was set to collapse again for FY3/25.

Revenue Growth Rate Excluding K Program
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However, instead of showing investors another lackluster year, FFRI managed to convince their
auditor to include the R&D reimbursement as topline revenues.

FFRI Is the Only Japanese-Listed Company We Found That Records Profits
Through Aggressive Accounting of R&D-Related Subsidies. More
Concerning, While Subsidies Increased, FFRI’s R&D Spend Declined 13%

One reason we think FFRI’s accounting is questionable is because FFRI is the only company we
found that records profits from R&D subsidies. We calculate that income from the CRC drove
more than 100% of FFRI’s operating profit growth last year. This growth will increase (on
paper) significantly in FY3/26 since it will apply to the entire fiscal year (FFRI joined the K
Program partway through FY3/25).
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We spoke to an expert in Japanese GAAP (JGAAP) who told us that, while there is some
ambiguity in the rules, most companies record government subsidies like the one that FFRI
receives as some form of “other income.”

Below we can see an example of how this typically works. ExaWizards receives subsidies so
they include them as “Non-Operating Income.”’

ExaWizards FY22/3 financial report
Consolidated Statements of Income

Fiscal Year Ended March 31

{In thousands of yen) 2021 2022
Net sales. 2612944 4,810,883
Caost of sales 951,343 1,761,412
Gross profit 1,661,600 3045481
Selling, general and administrative expenses 2,169,840 3,250,800
Operating profit (loss) (508,339) (201,418)
Mon-operating income
Interest and dividend income 50 44
[Subsidy income 68,109 157,952 |
Other 3 1,235
Total non-operating income 68,202 159,231
Mon-pperating expenses
Interest expenses 3,802 5,505
Foreign exchange losses 7,315 4,039
Listing expenses - 45,347
Other - 382
Total non-operating expenses 11,207 55,283
Ordinary profit (loss) (451,345) (97.470)

MNon-Operating Income and Loss, Ordinary Profit:
Mon-operating income for the consolidated fiscal year totaled ¥159,231 thousand (+133.5% year-on-year). The main component is
subsidy income from projects with the New Energy and Industrial Technology Development Organization (NEDHD) and other
organizations. Non-operating expanses totaled ¥55,283 thousand (+393.3% year-on-year). The main componant was listing-related
expenses.
As a rezult of the above, ordinary loss for the consolidated fizcal year was ¥97 470 thouzand (-7B.4% year-on-year).

Here we can see that subsidy income is not used to benefit topline revenues or operating
margins.

While we think this is the best way to do it, some other companies opt to simply reduce their
R&D expenses. For example, if we look at Fixstars financial presentation we can see that
subsidy amounts are deducted from R&D expenses.?

Fixstars FY26/9 2Q financial results presentation

R&D expenses

Expanded R&D in Al-related projects. In quantum computing, leveraged s from sourc -h as e cost burdens.

Confirmed amounts are deducted from R&D expenses, resulting [s eco D costs in the quarte en subsidies are finalized
(each Q4 an of FY September 21

(Millions of yen)

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q
2022/9 2023/9 2024/9 2025/9
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Given FFRI’s receipt of an enormous amount of K Program subsidies, we would expect either a
significant increase in other income (to offset increased R&D spurred by the subsidies) or a
significant decrease in R&D expenses, but not both an increase in income and a decline in
R&D spend. Here we calculate that FFRI’s R&D costs have shrunk 13% year-over-year, while
income from subsidies has ballooned and now makes up 20.5% of topline revenues. In our view,
this should not be happening.

We think this paradox is a big red flag that FFRI’s accounting should be perceived by investors
as questionable.

Is The CRC A Pass-Through Entity Allowing FFRI To Avoid Cost Base
Accounting Of Its R&D Subsidy?

The CRC is a consortium of private companies that was founded by FFRI and ShineTech Co,
Ltd. The ostensible purpose of this entity is to “contribute to the development of cybersecurity
technology by engaging in R&D and promoting the industry.” NEDO has reportedly authorized
up to ¥29 billion yen for the CRC over five years.!”

The CRC has five regular members: FFRI, NTT Corporation, Fujitsu Limited, Mitsubishi
Electric Corporation, and Hitachi, Ltd. FFRI is by far the smallest with ~215 employees while
the next smallest company, Fujitsu Limited, has 115,000 employees. CRC transactions are
immaterial to other members, so we cannot compare their accounting treatment.

The CRC is too small to have any material impact on the other members of the CRC, so we
suspect they have not looked too closely at the books for this consortium. We doubt these other
members are categorizing any funds they receive from the CRC as top-line revenues.

FFRI’s financials show it received ¥623 million from the CRC (originally from NEDO) and
recorded this as topline revenue. FFRI also paid the CRC ¥480 million in cumulative
membership fees between FY3/24 and FY3/25, which it capitalized rather than expensed.

We question to what extent FFRI’s R&D expenses are being run through the CRC. Based on our
analysis, the CRC effectively operates as a pass-through entity. Considering FFRI books
government subsidies from the CRC as revenue without incurring offsetting R&D expenses
which are typically reimbursed on a cost basis, we are fascinated to learn what FFRI’s actual
project costs were and where these costs have been recorded. Given FFRI founded the CRC and
FFRI's President manages it, FFRI likely influences how the CRC records transactions. While we
cannot examine the books of this private entity, NEDO may insist on seeing them before
renewing their contract.
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FFRI Capitalizes Its CRC Membership Instead of Expensing Them,
Removing These Costs from Its Income Statement.

FFRI has won over investors by claiming to grow its operating profit 64% year-over-year.
However, it has done this, in part, by capitalizing its CRC membership fees. We believe that if
FFRI is going to record the money it receives from the CRC as income, then the CRC
membership fees it pays ought to be categorized as an expense on the income statement as well.
After all, FFRI’s R&D expenses are typically expensed and not capitalized.!!

However, with FFRI, they capitalized the CRC membership fee as seen below.

BREEH - LEF¥vva-7A—
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QEhEE)_ L AF vy a - JA— A11,903 A449,784

If FFRI put its ¥480 million in membership fees as an expense on its income statement, then it
would have seen its operating profit decline by 32%. We suspect the reason they did not do this
is simply because they knew it would look bad.

A 4™ Quarter Change in Segment Accounting and a Suspended Auditor, How
More Red Flags Do Investors Need to See?

FFRI seems to have surprised everyone by changing its segment accounting in May 2025. We
believe this last-minute change obscures the full impact that the K Program funds were having
on FFRI.

Our analysis shows that under the prior segment structure, the National Security Sector would
have shown 148% growth to ¥1.1 billion in FY3/25, while Security Products would have been
roughly flat. By transferring revenue from the National Security Sector to the Security Products
segment, FFRI showed 48% growth in its Security Products Segment instead. The National
Security Sector segment still showed growth, but far less than under the prior method.
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The auditor that signed off on all of this: the categorization of K Program funds as topline
revenue, the capitalization of CRC membership fees, and the last-minute segment change, was
ASKA & CO, who received disciplinary action earlier this year for “grossly improper”
operations. UHY Tokyo Audit Corporation will soon be doing their first full audit of FFRI, and
we hope they may not be as comfortable engaging in such novel accounting methods as ASKA
& CO.

Our analysis indicates FFRI’s growth is far less impressive than it seems. We call on NEDO to
take a closer look at FFRI’s accounting practices and to demand a full account of CRC
transactions so investors will have more transparency. We also believe the other members of the
CRC should closely examine the accounting of the CRC and FFRI to ensure they are happy to
effectively endorse this unusual arrangement.
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APPENDIX

Our Analysis of Nine Government Subsidy Recipients Shows Only One of
Them Recorded Their Subsidies as Topline Revenue and That None of Them
Used the Subsidies to Generate Operating Profit

FFRI and most of its peers claim to follow Japanese Generally Acceptable Accounting Practices
(JGAAP). We spoke with an expert in JGAAP and learned that there is some ambiguity in the
rules as to how income related to a subsidy such as the K Program should be recorded. For this
reason, we do not believe that FFRI’s conduct is illegal, however, we do believe that FFRI’s
treatment of its subsidies qualifies as aggressive and misleading.

We examined 9 recipients of government subsidies and found that only one other company
included the funding in their topline revenue.

Axelspace records its subsidies as topline revenues, but Axelspace has its own reasons to push
the envelope. It listed on the Tokyo Stock Exchange in July 2025 and 88.7% of its so-called
revenue is K Program subsidies.!?

It is also important to note that the NEDO funding in the case of Axelspace is that the
corresponding R&D expenditures are booked as expenses, and not capitalized in a way that
creates the illusion of profit.'3

The remaining 8 companies we observed recorded their NEDO funding in a far more
conservative manner.

1. ABEJA (5574), their NEDO development project is booked as a net cost against related
R&D expenses. No revenue is recognized.'*

ABEJA FY24/8 financial report

i NEM@E—W7 o F e FCRESB R R R (LN RS A ) Y — AR A chaese
M5 L L THRES ETa R E b, B ERYELmRRRRovsL AL LTHRE ELTV AR
W, BhAEHEW AT YeEdE el T v E A
Translation:

Note: The subsidy-eligible expenses related to NEDO’s first-phase project (primarily costs for computing
resources required for building an LLM) are recorded as R&D expenses. At the same time, the
corresponding subsidy income is recorded as a reduction of R&D expenses as a negative amount.
Therefore, these subsidy-eligible expenses do not affect the profit for the current period.
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2. Fixstars (3687) used NEDO funding to reduce quantum computing costs by deducting
subsidy amounts from R&D expenses.'?

Fixstars FY26/9 2Q financial results presentation

R&D expenses

finalized

(Millions of yen)

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 10 2Q 3Q 40Q 1Q 2Q
2022/9 2023/9 2024/9 2025/9

3. Dynamic Map Platform (336A) subsidy is allocated to non-operating income.!®

Dynamic Map Platform FY25/3 financial results presentation

Adjusted EBITDA (JPY mn)

(609)
(2,203)

(3,598)
FYE3/2023 FYE3/2024 FY3/2025
Note: Adjusted EBITDA = EBITDA (operating profit +depreciation and amortization) +govemmiment

subsidy income (recorded in non-operating income)
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4. iSpace (9348) has a METI SBIR project grant booked under other income.!’

iSpace FY25/3 financial report

(Thousands of yen)

Consolidated fiscal year ended  Consolidated fiscal year ended

March 31, 2024

March 31, 2025

Net sales 2,357,055 4,743,238
Cost of sales 1,428,811 2,498,705
Gross profit 928,243 2,244,532
Selling, general and administrative expenses
Research and development expenses 3,834,408 7,730,999
Salaries and allowances 997,196 1,522,199
Other 1,598,334 2,786,476
Total selling, general and administrative expenses 65,429,939 12,039,675
Operating loss (5,501,696) (9,795,143)
Non-operating income
Interest income 1_8& 95,753
I Subsidy income 228,639 I
Foreign exchange gains 641,007 -
Miscellaneous income 1,489 82,597
Other 0 0
Total non-operating income 661,112 406,991
Non-operating expenses
Interest expenses 367,997 920,442
Foreign exchange losses = 644,231
Share issuance costs 52,019
Listing expenses 470,789 -
Financing expenses 320,787 374,888
Other 45,811 6,781
Total non-operating expenses 1,257,406 1,946,343
Ordinary loss (6,097,990) (11,334,495)

5. ExaWizards (4259) recorded NEDO and METI subsidies as non-operating income.!®

ExaWizards FY22/3 financial report
Consolidated Statements of Income

Fiscal Year Ended March 31

{In thousands of yan) 2021 2022
Met sales 2612 944 4 810,893
Caost of sales 051,343 1,761,412
Gross profit 1,661 600 3,045 481
Selling, general and administrative expenses 2 1659 940 3,250,900
Operating profit (loss) (508,339) (201,419)
Mon-operating income
Interest and dividend income a0 44
Subsidy income B8 108 157 552 |
Cither 3 1,235
Total non-oparating income BE 202 159,231
Mon-operating expenses
Interest expenses 3802 5,605
Foreign exchange losses 7.315 4,038
Listing expenses - 45347
Other - 382
Total non-operating expenses 11,207 55,283
Ordinary prafit (loss) {451,345) (87.470)

Non-Operating Income and Loss, Ordinary Profit:
Mon-operating income for the consolidated fiscal year totaled ¥159,231 thousand (+133.5% year-on-year). The main component is
subszidy income from propects with the New Energy and Industrial Technology Development Organization (NEDO) and other
organizations. Non-operating expenses totaled ¥55,283 thousand (+393 3% year-on-year). The main component was listing-related
EXPENSES.
As a result of the above, ordinary loss for the consolidated fizcal year was ¥97 470 thousand (-78.4% year-on-year).

Page 11 of 18



6. Japan Engine (6016)- NEDO subsidy is allocated to non-operating income'”

Japan Engine FY25/3 financial report

“3H31LHE)
#1 28, BE2, 663

7 L
I8 LA
it J00 A 2, 574, 329 5, 022, 539
24 3] it B e 17, 246, 160 19, 282, 042
19, 820, 489 24, 314, 582
5,022, 539 3, 670,482
264, 008 A8, 277
w2 15, 051, 960 w2 20, 635, 821
5,917, 54l 8§ 226, 842
wa, 4 3, 728, 599 wa, w4 3, 135, 907
2, 188, 942 B, 090, 934
it 189
L T L2601 5 407
| TN 1, 329, 707 32,850 Subsidy income (below OP)
FEIA 27, 937 2, bkl
A R S B 1, 361, 916 369, 418
CE s
B 16, 385 23,413
L, 00 1,048
L3 488 3, 746
L1l 789
AR A 31, 985 28,997
B 3, 618, 873 5 421, 355

Japan Engine 5/9/2024 press release
EHNNEE (WEIERA) OREICATSHMoE

Yitid, 2024 53 AIAS 4 FREIESEHART (04 FS1ATEMS WU FIANA) IZHVT, BE
SbEE (FEERERDL) EEEVWVELELEOT, TEOEEUSHSELELET,

5]

1. S50 (EENEIA) oRE
EMHEENT T+ )L¥— - EERHEGHEME (NED0) b5 ol 1,097,082 FH
(2024 F 2 B 22 BAE) =HBISEACLTHEWELELR. JHIEHAEE LTS NEDD
T = I R— a3 vEEHE DitiRoMRE IOz O (FEZFHREEET
SUERMOBE] LU HEKEIIUELU M OFE) ICHT3E0TT,

4, 2024 3 BIAS I AR EHARIIC S L T, B 2 SBEFICHE SRS A 232, 624 TH%E
HELTHUETOT, 2024 53 AREEFEL LT, 511,329, 107 THOMBISRA 5T E
LTHEYET,

Fir. FTOU T FOSEEARMIE 2030 EEETERSTHEY. TOR. FERREFOERIC
L. BELEERASHCHL TAEO#SREICT, Mg AEF{slsraEd., 70V
S ROBEICOEELTIE, Yh—AR—J0 TZa1—2/2021 F) 5, 2021 E10 8 26 HD
) —ZRBEISB/IET <https://www. j-eng. co. jp/news,/ 2021/ index. html>

Translation:

Notice Regarding the Recognition of Non-operating Income (Subsidy Income)

We recorded subsidy income of 1,097,082 thousand yen (received on February 22, 2024) from the New
Energy and Industrial Technology Development Organization (NEDO)
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7. ASCL (6232) has two K Programs, both of which are specified as an R&D subsidy. Their
filings explain that a subsidy relating to R&D is booked as non-operating income.?

ACSL FY24/12 financial results presentation

Awarded 3 large national projects for technical development

Award 2.6 bn JPY by FY26 for SBIR. 1 bn JPY in total and 100 mn JPY in project

size for 2 K Programs

ALCSL

Project Summary ACSL Role Period / Value
EHEEE A large-scale technology = Development of a new high-performance compact aerial = Dec 2023
Wineryartesnem Tod gy demonstration project to promote photography drone that takes economic security and ~Dec 2025 (scheduled)
research and development by small security into consideration o
and medium-sized enterprises and = Subsidy :

quickly bring innovative and superior

(Small Business P N
technology to social implementation

Innovation Research program)

u  Utilizing the knowledge gained through the development
of SOTEN and feedback from the market, we will respond
to the demand for small aerial photography drones in
Japan and overseas

Max 2.6 bn JPY

Developing cutting-edge and
important technologies that are
essential for Japan to maintain a firm
position in the international
community

b WG AR
oD HE R Emmn

(Economic security
important technology
development program)

same as above

oo

(Economic security
important technology
development program)

= Research and development of control technology and
system construction that can realize autonomous group
flight! in harsh environments

= Development of technology for multiple drones to estimate
and understand their own spatial position and share

m  Study for hardware development of small drones with
autonomous and decentralized control functions

= Surveys of advanced technologies in Japan and abroad,
existing drones and research and development trends,
determine the direction of competitive drone development

= Apr2024
~Mar 2028

R&D subsidy
Max 1 bn JPY?2

Both K Program subsidies are treated as R&D subsidy

= May 2024
~Mar 2025

R&D subsidy :
within 100 mn JPY

1: Multiple drones fiying simultaneously and in collaboration
2 Value will be determined based on discussion with funding parties

ACSL FY24/12 financial report

COMNFIDENTIAL / Copyright® ACSL Ltd. ALL RIGHTS RESERVED.

(Thousands of yen)

For the fiscal year
ended December 31, 2023

For the fiscal year
ended December 31, 2024

Net sales 896,362 2,655,602
Cost of sales 1,131,519 2,504,706
Gross profit (235,157) 150,895
Selling, general and administrative expenses 1,836,038 2444117
Operating loss (2,071,195) (2,293,221)
Non-operating income
Interest income 337 493
:P;;engl' profit of entities accounted for using equity R 49,891
[Subsidy income 131,973 183.596 |
Foreign exchange gains 31,065 -
Other 6,320 4,095
Total non-operating income 169,696 238,077
Non-operating expenses
Interest expenses 9,112 25422
:i:;engf loss of entities accounted for using equity 10,249 ~
Share issuance costs 60,845 2,037
Bond issuance costs 119,087 -
Foreign exchange losses - 105,520
Other 2,141 194
Total non-operating expenses 201437 133,175
Ordinary loss (2.102,936) (2,188,320)
s A —T & Y — AR 7y Y b AF L — PRSI, Sk
S I 102 R ) G0 5 3 e DETF, EIT, Kk —T T it
ETHAxAR7e =27 MNIBEL, NFET. ERFRI =2 MMIBW

26
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Translation:

Grants or subsidies related to R&D for new technologies are recorded as non-operating income.

8. Astroscale (186A) records its R&D project subsidies as below the line in other income.?!

Astrosclae FY25/4 financial report

11A
= 202444 A30A)

78 ki 6,21 2, 456, 956
78 kI 256,337, 551
HIEK (L) £33, 880, 594

MR B U LR 25 A1, 696, 133 219, 104, 897
| R 26 2, 356, 002
HRER (D) £11,555, 724 218, 755, 004
AL i 21 2,824, 17 19,365
LA 27 A48, 235
BEBIAI LM e (A) A9,219, 842

BB ! 38, 513 AL 315

L% (L) 9,181, 329 21,551, 603

AR RO R

WEOT AT # A9, 181, 329 A21, 551, 603
FLRFSY — —
LA (A) 9,181, 329 21,551, 603

1.230.458 | Other income (above OP, below SG&A)

Breakdown of Other income

i T
3

S
]
4/130A)

787 MR DB SR 1,814,524 -61.59 | (i) Government subsidies related, and
EDMDENE I RN 569, 001 5.6 | (ji) Other government subsidy income
Eofl 247 25| are included in Other income

adt 2, 386,002 4,230, 488

! Nedo.go.jp
2 See CRC website, articles of incorporation, Article 51.

3 FY3/2025 1H period financials

ERIFDZES¥ vy vyoa s 7u—

AW EERPEORENT L HE A0, 374 A3, 508
WIEERPEORENT L5 Al, 031 Al4, 918
W& B OMRAE @D FEAT K 5H 3 496 Al, 365
W B DMRAE @ ORIIZ K AR = 7
| H@eod Az kAR — 2,430, 000]
FERIFDIZESX vy vyia s 7u— All, 903 449, 784

4 See FSA Disciplinary action against audit firm. (google translate used)
5 Audit Change

°P.6

7P. 10

8P. 10

® See webpage for CRC

10 See reporting.

! See p. 52/88 FFRI Yuho FY3/25

12 See FY 5/26 1Q Investor Presentation for AxelSpace, page 10
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https://www.nedo.go.jp/koubo/IT3_100312.html
https://www.cyberresearch.or.jp/consortium_4.html
https://www.fsa.go.jp/news/r6/sonota/20250117/20250117.html
https://ssl4.eir-parts.net/doc/3692/tdnet/2614598/00.pdf
https://ssl4.eir-parts.net/doc/3692/tdnet/2280359/00.pdf
https://contents.xj-storage.jp/xcontents/AS71284/57ddb2db/a6b4/4213/97d9/998809527bd9/140120220510538528.pdf
https://ssl4.eir-parts.net/doc/3687/ir_material7/257447/00.pdf
https://www.cyberresearch.or.jp/index_c.html
https://powderkegtech.com/%E7%B5%8C%E6%B8%88%E5%AE%89%E5%85%A8%E4%BF%9D%E9%9A%9C%E9%87%8D%E8%A6%81%E6%8A%80%E8%A1%93%E8%82%B2%E6%88%90%E3%83%97%E3%83%AD%E3%82%B0%E3%83%A9%E3%83%A0%E3%81%B8%E3%81%AE%E6%8E%A1%E6%8A%9E%E6%B1%BA/

AxelLinersB¥0EXEW . FETO0IT

EEOKTOISLZERLC, 55 EEE L

NEDO/EAZLRBBERMBER TOISL(KTOT L) NEDO/#/NEEE IV R T —3a AR EIEE

S HEBEFOWEIVATL—2aVRABHHTOME - RIE
Pl s BXR6008RY
FPIRIAN—2R, Space Compass, NICT. NEC
nexmgw?ﬁag«wammmm!mm-um—mmzmm:sw
g%mvmzss. W—MERFTEE BRI D
NELEOIWTE. AR, YRS T —OF@V AT LOME

FPOLRIWAR—2R, Synspective
ERTOENYEGE DY 2TL—22a AREEDDRR
AENIE/ (AR, 100ke N EOFHELE

[(TOYoiE] [TOYzohEE]
- KBE-BEETOT—FlE- T —9NROY —E DR E - INEFEDEE(LE RBAZHEORAL, BEEDRHR(L,
AIREIC Y RN DR E E}S?TDJIOF BRAOAIL, BEMEIC DV TOXRIEICH ¢ S B3R

(TOV IO AT I3 6 Qi

2026F5BHIQ1 & rm0)88 T%%kEH3 [Z354) (2026 FE5AHiQ1AFKEFR) 1,783FAH
S LA TEETRETOS St 1 R—B0R) . ﬁi;ﬁéﬁnﬁmrmﬁﬁmtnéﬁﬁt 2026FEFETR
THs
[Z357%]1(2026 F58BQIHIREFS) 9,2508AH - ATOYUTOMIELDUAIL. MRS (RBHEIC K DUNA)
NEDOMEEHAM2031EEETHOTOU TV MAMOA. EU TitL. &R ATOVU T M OB RS BRI
2029F3 A FETORBI-BIC DOV TN EME UTHEIEN3IND2

13 See Press Release available here: where the company points out that its revenues are based on the progress of
costs incurred
2. 202655 A &1 WEMRERRICET 2 JEH
Q1 AxelLiner¥ 35 ERMEEXN L TR LeDiX, KFv 7T A D5 Lk LREREDES T
REDZEDD, FAIVITOERRKE S, MEOERTERWVWEWIEBTI D,
Al AxelLinerEEOFERHETH LI/ 0/ 7 AL, BLEREOBEERICIS U TR LRERIRT S
EOTHEL R > TE Y 9,
L7zi» T, S8 1 EEHIIREFE EOa X MRAPHEEMN L TR Lizich, BEED
FRIZED LT £,

14 M

15 w

16 M

7P.9

1BP. 10

19 Nikkei.com, p. 37
20p.5and 6,p.4, and p. 26
21p. 138 and 183
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https://www.nikkei.com/nkd/disclosure/tdnr/20251202513535/
https://ssl4.eir-parts.net/doc/5574/yuho_pdf/S100UUTT/00.pdf
https://ssl4.eir-parts.net/doc/3687/ir_material7/257447/00.pdf
https://contents.xj-storage.jp/xcontents/AS05208/a6546f17/cef7/4c77/af1e/8ac105baa78b/140120250612587749.pdf
https://ssl4.eir-parts.net/doc/9348/tdnet/2606967/00.pdf
https://contents.xj-storage.jp/xcontents/AS71284/57ddb2db/a6b4/4213/97d9/998809527bd9/140120220510538528.pdf
https://www.nikkei.com/nkd/disclosure/tdnr/20240509585427/
https://ssl4.eir-parts.net/doc/6016/yuho_pdf/S100W2S0/00.pdf
https://contents.xj-storage.jp/xcontents/AS71165/a021f987/cfd5/460f/9f7e/ecb2166c0502/S100VITW.pdf
https://contents.xj-storage.jp/xcontents/AS71165/8f307e3f/256e/46d8/8169/386b180a2f4e/140120250213573387.pdf
https://contents.xj-storage.jp/xcontents/AS71165/16e84713/db77/4b82/9965/9652130a2c37/140120250213573331.pdf
https://contents.xj-storage.jp/xcontents/AS82438/19a26aa8/cff7/429d/b4b6/481c7da8f542/S100WFBP.pdf

Financial Disclaimer

Please be advised that the reports on this website have been prepared by WPR, LLC, (“Wolfpack
Research” or “WPR” or “we” or “us”). Wolfpack Research is under common control and affiliated with
Wolfpack Capital Partners Manager, LLC (“Wolfpack Capital Partners”). Wolfpack Research is an online
research publication that produces due diligence-based reports on publicly traded securities, and
Wolfpack Capital Partners is an exempt reporting advisor that is not currently registered with U.S.
Securities and Exchange Commission. None of our trading or investing information, including the
Content, WPR Email, Research Reports and/or content or communication (collectively, "Information")
provides individualized trading or investment advice and should not be construed as such.

The reports on this website are the property of Wolfpack Research. Wolfpack Research and Wolfpack
Capital Partners, collectively their respective affiliates and related parties, including, but not limited to
any principals, officers, directors, employees, members, clients, investors, consultants and agents, are
referred herein to as “Wolfpack”.

We publish Information regarding certain stocks, options, futures, bonds, derivatives, commodities,
currencies and/or other securities (collectively, "Securities") that we believe may interest our Users
(“Wolfpack Offerings”). You are reading a short-biased opinion piece. Obviously, we will make money if
the price of the covered issuer stock declines.

As of the time and date of each report, Wolfpack is short the securities of, or derivatives linked to,
the securities of the subject issuer (each, a “Covered Issuer”), unless otherwise stated in the
report. Upon the publication of each report, we intend to begin covering a substantial majority of our
short positions. Our risk reduction is not a reflection of a lack of conviction in our opinions or the facts
presented; rather, it has to do with managing risk in a manner that is prudent for a fiduciary of our
investors’ money.

Wolfpack will continue transacting in the securities of Covered Issuer for an indefinite period after a
report on a Covered Issuer, and we may be net short, net long or flat positions in the Covered Issuer’s
securities after the initial publication of a report, regardless of our initial position and views herein.

The Information is provided for information purposes only. Wolfpack does not solicit the purchase of or
sale of, or offer any, Securities featured by and/or through the Wolfpack Offerings and nothing we do and
no element of the Wolfpack Offerings should be construed as such.

Without limiting the foregoing, the Information is not intended to be construed as a recommendation to
buy, hold or sell any specific Securities, or otherwise invest in any specific Securities. Trading in
Securities involves risk and volatility. Past results are not necessarily indicative of future performance.

The Information represents an expression of our opinions, which we have based upon generally available
information, field research, inferences and deductions through our due diligence and analytical processes.

We do not provide “price targets”, although we may express our opinion of what the security is worth. An
opinion of the value of a security differs from a price target in that we do not purport to have any insight
as to how the market might value a security — we can only speak for how we view its value. We therefore
do not hold a position until it reaches a certain price target, nor do we always hold positions until they
reach the price at which we have expressed a valuation opinion
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Due to the fact that opinions and market conditions change over time, opinions made available by and
through the Wolfpack Offerings may differ from time-to-time, and varying opinions may also be included
in the Wolfpack Offerings simultaneously.

To the best of our ability and belief, all information is accurate and reliable, and has been obtained from
public sources that we believe to be accurate and reliable, and who are not insiders or connected persons
of the applicable Securities covered or who may otherwise owe any fiduciary duty or duty of
confidentiality to the issuer. However, such information is presented on an "as is," "as available" basis,
without warranty of any kind, whether express or implied. Wolfpack makes no representation, express or
implied, as to the accuracy, timeliness or completeness of any such information or with regard to the
results to be obtained from its use.

All expressions of opinion are subject to change without notice, and Wolfpack does not undertake to
update or supplement any of the Information. We also have no duty or obligation to update this report or
update you on the size or direction of any position we hold in a Covered Issuer.

The Information may include or may be based upon, "Forward-Looking" statements as defined in the
Securities Litigation Reform Act of 1995. Forward-Looking statements may convey our expectations or
forecasts of future events, and you can identify such statements: (a) because they do not strictly relate to
historical or current facts; (b) because they use such words such as "anticipate,” "estimate," "expect(s),"
"project,” "intend," "plan," "believe," "may," "will," "should," "anticipates" or the negative thereof or
other similar terms; or (c) because of language used in discussions, broadcasts or trade ideas that involve
risks and uncertainties, in connection with a description of potential earnings or financial performance.

nn

There exists a variety of risks/uncertainties that may cause actual results to differ from the Forward-
Looking statements. We do not assume any obligation to update any Forward-Looking statements
whether as a result of new information, future events or otherwise, and such statements are current only as
of the date they are made. You acknowledge and agree that use of Wolfpack Information is at your own
risk.

In no event will Wolfpack or any affiliated party be liable for any direct or indirect trading losses caused
by any Information featured by and through the Wolfpack Offerings. You agree to do your own research
and due diligence before making any investment decision with respect to Securities featured by and
through the Wolfpack Offerings. You represent to WPR that you have sufficient investment sophistication
to critically assess the Information.

If you choose to engage in trading or investing that you do not fully understand, we may not advise you
regarding the applicable trade or investment. We also may not directly discuss personal trading or
investing ideas with you. The Information made available by and through the Wolfpack Offerings is not a
substitute for professional financial advice. You should always check with your professional financial,
legal and tax advisors to be sure that any Securities, investments, advice, products and/or services
featured by and through the Wolfpack Offerings, as well as any associated risks, are appropriate for you.

You further agree that you will not distribute, share or otherwise communicate any Information to any
third-party unless that party has agreed to be bound by the terms and conditions set forth in the
Agreement including, without limitation, all disclaimers associated therewith.
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If you obtain Information as an agent for any third-party, you agree that you are binding that third-party to
the terms and conditions set forth in the Agreement. Unless otherwise noted and/or explicitly disclosed,
you should assume that as of the publication date of the applicable Information, Wolfpack (along with or
by and through any affiliates)), together with its clients and/or investors, has an investment position in all
Securities featured by and through the Wolfpack Offerings, and therefore stands to realize significant
gains in the event that the price of such Securities change in connection with the Information.

We obviously believe all statements included in our report made by former employees, confidential
sources, experts, and whistleblowers are reliable (we think everything we say or cite is reliable); however,
you should know that these sources likely not just biased but may even have a financial interest in our
short report. We sometimes pay former employees indirectly through an expert network to speak with us,
and these former employees may hold a grudge against their former employer. In some cases, we directly
pay our sources a fixed fee or enter into a profit-sharing agreement with a source. In cases where we
believe a whistleblower suit with a regulatory agency is appropriate, we may share a financial interest
with a source in the potential award.

We intend to continue transacting in the Securities featured by and through the Wolfpack Offerings for an
indefinite period, and we may be long, short or neutral at any time, regardless of any related information
that is published from time-to-time.

Therefore, you should assume that upon publication of this report, we will, or have begun to, close a
substantial portion — possibly the entirety — of our positions in the Covered Issuer’s securities. By the time
you read this report, we may be covering or have already covered (i.e., bought back) our short position,
and we are unlikely to increase our short positions unless it is in our financial interest to do so.
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