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Financial report presentation video and its transcript are available online
Kudan Inc. (henceforth in this document as “Kudan”) announces that the video and the transcript
of Kudan’s financial report presentation for the fiscal year ended March 31, 2022 are now available
online. As the video and the transcript are available in Japanese only, the English-translated
transcript is attached to this release.
Also, the translated transcript for the question and answer in the financial report presentation
meeting for institutional investors and analysists will be available within a few days.
▼▼Financial report presentation video can be viewed from below (Japanese only)▼▼
https://youtu.be/cUKYztL2ER0
▼▼Financial report presentation transcript can be viewed from below (Japanese only)▼▼
https://finance.logmi.jp/377024

※This is a English-translated transcript of Kudan’s financial report presentation.※
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The financial report presentation for the fiscal year ending March 2022
Daiu Ko (hereafter “Ko”) : Hello everyone, this is Ko, CEO of Kudan Inc.
We will explain the financial results for the fiscal year ended March, 2022.
First of all, we can say that with the fiscal year ended March, 2022, Kudan has passed through its
most challenging period. Nevertheless, we have not been in a slump, but rather in fact, we have
been making steady progress.
Specifically, in the past two years, Kudan has made a series of positive changes in the aspects other
than financial performance in order to strengthen the quality of its business in the wake of COVID19 impacts and to secure discontinuous competitive advantages through M&A.
As a result, in the fiscal year ended March, 2022 we were able to achieve the business progress that
we anticipated. This has enabled us to secure the foundation to achieve the shift of earning
structure and the advancement of the business phase in the current fiscal year ending March, 2023.
In this presentation of financial results, we would like to explain the details including the evolution
behind our financial performance.
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Highlights

Ko：Here is the highlight for the fiscal year ended in March, 2022.
First, revenue recovery and business progress have continued as expected. Specifically, revenue,
adjusted for the impact of changes in accounting standards, were approximately 300 million yen,
in line with the forecast. As a result, the business has achieved 130% growth year-on-year and is
expected to further grow significantly in the fiscal year ending March, 2023.
Second, we accelerated the acquisition of Artisense, which had been planned for the fiscal year
ending March, 2023, in order to accelerate business growth and improve profitability. Thereby, the
full-scale R&D integration has begun between Kudan and Artisense to achieve a hybrid technology
that can solve a wider range of market challenges and lead to technology diffusion. In addition, the
integration of our two lines of technology development will improve development efficiency and
generate significant cost synergies, and we plan to ensure the earning structure that enable us to
achieve profitability by the fourth quarter of the current fiscal year.
Furthermore, progress has been made toward the transition of Kudan's business phase, from the
so-called preparation phase to the harvest phase. Specifically, as a result of continued progress on
projects in the development phase, several customers’ products are expected to be released in the
current fiscal year.
This will result in an increase in software license revenues from customers’ products, and we aim
to achieve accelerated revenue growth over the mid- to long- term.
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Finally, in terms of the business environment, the market has been continuing to expand further
with the demand for Metaverse as a tailwind. In particular, the Metaverse is developing in a
direction that extends beyond conventional AR/VR-related applications to include robotics,
stimulating demand for Kudan's technology to support such next-generation Metaverse. These
trends have also led to the continued expansion of partnership with top global partners such as
Intel and Texas Instruments.

Performance overview

Kohei Nakayama (hereafter “Nakayama”) : As for the details of business performance for the fiscal
year ended March, 2022, Nakayama, CFO, will provide an explanation. In the previous fiscal year,
we continued to focus on the continuation and acquisition of projects towards customers’
commercialization, which is the most important factor for mid- to long-term growth, and have
succeeded in significant increase of such projects. Although the commercialization of these projects
will be realized from the current fiscal year, the increase in project value due to the progress of
development milestones toward commercialization contributed to the increase in revenue in the
previous fiscal year.
In addition, new projects in a wider range of business areas, such as drones, cleaning robots, and
mapping at construction sites, have been acquired, contributing to our revenue, and there are some
projects expected to be commercialized in the current fiscal year and beyond.
Although the revenue figure excludes 25 million yen in revenue from a project delivered in the
previous fiscal year due to the change in accounting standards, the total revenue from projects
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actually delivered in the fiscal year ended March, 2022 amounted to approximately 300 million yen,
and the business recovery has been largely achieved as originally planned.
The change in accounting standards is a special adjustment that occurs only at the time of the
change in standards in the first year, and will not occur thereafter.
In terms of costs, SG&A expenses have increased significantly since January due to the acquisition
of Artisense. Although we proceeded the acquisition of Artisense earlier than originally expected
and this resulted in an early increase in SG&A expenses, we believe that this will enable the early
completion of SLAM technology integration and lead to both revenue expansion and reduction of
development costs at an accelerated pace.
In addition, there were impairment losses as a one-time cost associated with the acquisition of
Artisense. As explained at the 2Q results explanation meeting, we made a conservative accounting
estimate as we did for the fiscal year ended March, 2021, and instead of amortization of goodwill to
be recorded in the future, we recorded the entire amount as a one-time cost in the previous fiscal
year as a kind of R&D expense. As a result, we believe that this will enable us to quickly turn
profitable.
The above is an explanation of our business performance.

Highlights: Business development and R&D (1/2)

Taro Murai (hereafter “Murai”) : This is Murai, Vice President and COO, and I will explain the
highlights of our business development and R&D activities.
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We are currently developing both business and R&D in four main areas of focus. These are robotics,
autonomous driving/ADAS, mapping, and Metaverse including AR/VR. I will be summarizing each
of these areas, and our business activities in the major areas are as follows.
In the robotics area, we have continued to work on large-scale projects close to solutions and
launched various development projects. In R&D, we have focused on development aimed at
improving stability in more difficult and varied environments for both Visual SLAM and Lidar
SLAM, and they are now being adopted for projects with shorter timelines to commercialization
than before as well. For example, we launched a B2B autonomous cleaning robot project in Europe
and the project team chose us for our performance and ease of use after considering several
commercial SLAM packages because they could not meet their target product launch timing with
in-house production. In the current fiscal year, we are going to launch more such development
projects to increase our product pipeline. Joint marketing with partners and introductions from
partners have been particularly effective in acquiring such projects, and we plan to continue these
efforts in the current fiscal year.
In the area of autonomous driving and ADAS, the continuation and expansion of large-scale projects
have been a major theme. The autonomous driving project using Lidar SLAM has entered the
second phase, with plans for autonomous driving tests on public roads using Kudan Lidar SLAM,
and expansion of functions to enable larger-scale practical use. In the ADAS area, the project using
Visual SLAM has also been progressing and concrete discussions for commercialization have begun.
Overseas, we have launched large-scale projects, including a project in China. In R&D, we are
focusing on development based on customer-specific needs, with an emphasis on maximizing value
per project and deepening our involvement in customer projects.

Highlights: Business development and R&D (2/2)
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In the mapping area, it was the start and seeding phase of development projects for various
solutions. Kudan Lidar SLAM is basically the main offering here. Although the market is smaller
per company than that of autonomous driving, the needs of each company are largely the same, so
we were able to initiate development projects to improve functionality and performance to fit the
needs of various customers.
There are strong needs for simple, easy, and relatively inexpensive solutions in areas where only
very expensive solutions were available to meet the required accuracy and our technology has been
adopted for development projects in such areas, including the joint development with Atos, a
construction solution provider in Japan, the development of a simple mapping solution in overseas
that combines Kudan Lidar, Lidar and processor.
In Metaverse, including AR/VR, we have expanded projects directly with sensor OEMs and
launched evaluation and development projects in AR applications in the B2B domain. In
collaboration with sensor OEMs, we are working on projects to develop and commercialize sensors
more suitable for SLAM, and to introduce such sensors into devices. In R&D, we plan to further
expand customers and projects this year by enhancing stability in a variety of environments and
enabling the use of cloud-based setups to realize AR solutions using less expensive end devices.

Performance forecast for the fiscal year ending March 2023

Nakayama : Next, I would like to explain the improvement in the earnings structure for the current
fiscal year. Although it is difficult to forecast commercial license revenue because they are up to
customers’ sales plans to end users, we expect continuous revenue growth in the current fiscal year,
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centered on evaluation and development projects, even without taking commercial license revenue
into consideration.
Even though the acquisition of Artisense resulted in a significant one-time increase in business
operating costs, annual business operating costs are expected to drop significantly by the end of the
current fiscal year due to progress in the ongoing technology integration with Artisense.
The chart shows the annual operating costs at the end of each quarter, which include not only cost
of sales and SG&A expenses, but also interest expenses, impairment losses, and taxes. Therefore,
we hope you understand that, in principle, if the annual revenue acquisition capacity exceeds this
cost level, Kudan will have an earnings structure that continuously generates a profit. In the fourth
quarter of the current fiscal year, annual costs are expected to fall by about 20% from 850 million
yen in the fourth quarter of the previous fiscal year to 700 million yen.
We believe that the current fiscal year is a year to lay the foundation for a turnaround to profitable
earning structure in the next fiscal year through continued revenue growth and cost reductions
achieved through cost synergies.

Performance forecast for the fiscal year ending March 2023

As a result of the above explanation, we expect net sales of 500 million yen and an operating loss
of 350 million yen for the current fiscal year. In addition, since we expect to receive R&D subsidy
income in the U.K. and Germany as non-operating income, we forecast an ordinary loss of 300
million yen and a net loss of 315 million yen for the current fiscal year.
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Further progress of business phase

Murai : It is expected to see that we achieve this improvement in our earning structure, and at the
same time, we advance our business phases further in the future. From now, I would like to explain
how Kudan's business phases will progress in the future. As shown in the graph below, each project
goes through phases of evaluation, development, and customers’ commercialization. In the precommercialization phase, it is our earning structure that the cost of evaluation, development
licenses, and development projects increases as revenue increases.
On the other hand, once a customer product is commercialized, in principle, the increase in manhours for technical support, etc., is quite limited in relation to the increase in revenue of the
customer's product. Therefore, it is very important for Kudan to achieve customers’
commercialization as quickly and as much as possible. Scaling up in this commercial license will
be the driver of dramatic growth in revenue and profits.
As of last year, most of our projects were evaluation and development projects, and we have been
working on these preparation phased projects in order to achieve commercialization. As we will
explain in more detail later, we have several projects that are expected to be commercialized this
fiscal year, and while we continue to focus on revenue growth from evaluation and development
projects, we expect to gradually shift to revenue growth with higher profitability from commercial
licenses.
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Accumulation of projects toward customers’ commercialization

I would like to share with you the status of Kudan's projects for customers’ commercialization as
mentioned earlier. Kudan’s projects are categorized into three levels based on the degree of
certainty that the project will be commercialized and you can see how many projects are progressing
for each level. The “high" project is defined as a project where the SLAM performance required for
commercialization is clear, integration work has already been started, and no major obstacles are
in sight. The “medium" project is the one that has passed the initial performance evaluation and
meets the general requirements, is therefore in principle a fee-based development project, and has
a timeline for commercialization in sight. The “low" projects are those that have passed the initial
evaluation and are under discussion for specific future collaboration.
Previously, we shared figures as of the end of September 2021, that was six months ago, and this
explanation shows figures as of the end of March 2022, six months later from then. While the
pipeline as a whole has increased, especially, the number of projects in the "medium" level has
increased, and those that have progressed from initial evaluation to specific development projects
are included in this category.
In order to expand the overall pipeline this fiscal year, we have also been strengthening our
engineering team, and in fact, inbound inquiries have increased since January 2022. We are also
aiming for growth beyond the previous fiscal year in terms of projects in progress, learning from
the various evaluation projects we had conducted up to the previous fiscal year and making more
steady progress by resuming on-site visits to customers.
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Highlights of projects accumulated for customers’ commercialization

I will be introducing some of the major projects in each area of our focus.
In robotics, we have been developing various forms of initiatives, from module-level initiatives such
as bundling of their software tools through collaborations with major semiconductor companies, to
platform initiatives such as solutions with major telecommunications companies, and SLAM
integration into robotics OEMs.
I will not discuss the autonomous driving/ADAS areas and the Metaverse, as they overlap with
what I mentioned in the highlights, but with regard to mapping, continued collaboration with the
US mapping solution provider and development of simplified mapping solutions is underway in
each region.
Overall, in Europe and Asia, a total of 3-4 more projects have made concrete progress toward
commercialization from six months ago, and we continue to aim for steady expansion in Japan and
further acceleration overseas this fiscal year.
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Future growth potential (FY23～Short-term)

Ko : As for our short-term growth potential, we plan the phased development based on the
improvement of our earning structure and the progress we have made toward commercialization of
our customers’ products.
Specifically, based on the enhancement of our technological competitiveness and the accumulation
of projects to date, in the fiscal year ending March, 2023, we will achieve revenue growth by further
accumulating and scaling projects while maintaining project portfolio centered on evaluation and
development, and together with cost synergies from M&A, we will achieve a shift to earning
structure aiming for profitability.
For this revenue growth, from all directions in terms of regions, products, and channels, we will
accelerate business expansion in Asia and overseas, strengthening of development support and
product packages that are easily linked directly to customers’ commercialization, and expansion of
sales partners.
In addition, we aim to shift our earning structure by achieving customers’ commercialization, and
secure the foundation for revenue growth from the next fiscal year, the fiscal year ending March
2024 and beyond.
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Metaverse demand pushes us forward

In the mid- to long-term, we have continued expanding the market, boosted by the demand for
Metaverse. Artificial Perception and SLAM technologies provided by Kudan are the core
technologies of the Metaverse that connect "real space and digital space," and these trends will
undoubtedly be a tailwind for Kudan.
In addition, Kudan's technology plays a role in promoting not only AR and VR, which have been at
the center of the Metaverse to date, but also the expansion of the Metaverse and its integration
with robotics. AR/VR and robotics are two sides of the same coin from a technological perspective,
and are expected to become increasingly important as elemental technologies linking these two
major markets.
The extension of the Metaverse to robotics, such as the operation of robots via the Metaverse, has
already begun on a research basis, and as these markets expand and develop, further demand will
be captured in our business growth.
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Future growth potential (Mid- to Long-term)

In terms of mid- to long-term growth potential, we aim for Kudan's technology to be penetrated in
the market by continuously commercializing accumulated customers’ projects and disseminating
customers’ products in ever-expanding markets.
By doing so, we intend to scale and stabilize software license revenues, which have high profit
margins, and achieve dramatic expansion of profits.
This concludes our explanations about the financial results.

※If you have any inquiries regarding the contents of the financial report presentation, please feel
free to contact us at Kudan’s contact form below. Also, if you would like to have an interview with
us, please let us know as well.
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Name: Kudan Inc.
Securities Code: 4425
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■For more details, please contact us from here.
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