
Pioneer software testing specialist
Aiming to be Asia's No. 1 comprehensive test solutions 
provider by expanding Enterprise Business

SUMMARY
• Pioneer software testing specialist firm. Based on its track record in debugging* in

the entertainment field, the company is rapidly expanding its system testing**
business in the enterprise field. The company aims to be Asia's No. 1 comprehensive
test solutions provider.

• The company transitioned to a new management structure from June 2017.
Positioning this as its ‘Second Founding’ period, the company is actively investing in
Enterprise Business. Enterprise segment sales have been growing at a pace of nearly
doubling over the last 2 years. This segment turned profitable from 2Q FY3/20.

• Entertainment Business, which is the company’s founding business, basically splits
the debugging market with its major competitor, and as a stable cash cow business,
it can be expected to generate a steady continuing stream of profits. At the same
time, Enterprise Business can expect growth from the ICT field such as IoT and
xTech (cross tech) etc., and since the outsourcing ratio for system testing is forecast
to rise, this business will become an accelerator for the company’s future growth.

• From the perspective of the aforementioned points, 3Q FY3/20 (9-months
cumulative) results confirmed that business conversion is proceeding steadily. Apr-
Dec 9-months cumulative net sales increased +8.9% YoY to ¥15,677 million,
operating profit declined -14.1% to ¥1,066 million, ordinary profit declined -14.4%
to ¥1,055 million, and profit attributable to owners of the parent declined -23.0% to
¥652 million.

• Entertainment Business net sales posted stable growth of +3.1% to ¥12,449 million,
while Enterprise Business net sales grew sharply by +39.2% to ¥3,228 million.
Cumulative 9-months 3Q operating profit declined YoY due to Enterprise Business-
related leading investments through the 1H, however 3Q-only (Oct-Dec) OP rose
+18.0% YoY.

• Initial full-term guidance for FY3/20 net sales ¥23,000 million (+19.5% YoY),
operating profit ¥1,800 million (+12.1%), ordinary profit ¥1,830 million (+10.8%)
and profit attributable to owners of the parent ¥1,250 million (-20.7%) remains
unchanged. While achievement rates relative to full-term guidance through the 3Q
suggest it will be difficult to achieve these targets, the company is still expected to
renew record net sales, and to achieve OP on par with the previous term.
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Glossary of Key Terms

*Debugging: The company 
calls software testing in the 
entertainment field debugging.

**System testing: Software 
testing for enterprises other 
than games is defined as 
system testing.
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Key Indicators
Share price (2/28) 864 
YH (19/02/05) 1,515 
YL (19/11/08) 855 
10YH (16/09/29) 2,200 
10YL (15/8/25) 755.5 
Mkt cap (¥ bn) 20.6 
EV (¥ bn) 19.5 
Shrs out. (mn shrs) 11.55 
ADVT (¥ mn, monthly) 253 
Shr eqty ratio (Sep 30) 49.7%
Current ratio (Sep 30) 45.0%
FY3/20 ROE (CE) 24.7%
FY3/20 ROA (CE) 11.5%
FY3/19 ROIC (act) 12.8%
FY3/20 P/E (CE) 29.6x
FY3/19 P/B (act) 0.86x
FY3/19 DY (act) 1.50%
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❶ Digital Hearts Holdings Consolidated Earnings Trend

Digital Hearts Holdings

• As a medium- to long-term roadmap, the company is targeting net sales of ¥50.0
billion and EBITDA of ¥10.0 billion 5 years after the so-called ‘Second Founding’
period. The key to achieving these targets is growth in Enterprise Business, targeting
net sales of ¥20.0 billion out of the total ¥50.0 billion. 2⅟₂ years after transitioning to
the new management structure, Enterprise Business net sales are growing rapidly,
and in FY3/21, US firm LogiGear Group acquired in Aug-2019 will contribute on a
12-months basis. Under the new management structure, the company has
promoted various investments to expand this business including M&A, external
hires of talented professionals, in-house staff training, etc., and going forward, the
skills of management will be challenged in whether it can achieve the numerical
targets specified in the mid-term roadmap.

❷ Key Questions

◉What is the growth potential of the software testing market? As the existing
software services market matures, can you benefit from expected high growth in
the software testing market?

◉With full-fledged entry into Enterprise Business, how has your business model
changed? You are actively investing in the enterprise market based on profits
generated from stable cash cow Entertainment Business, but is there progress in
converting your profit model?

◉ Can the company secure a competitive advantage in Enterprise Business where
barriers to entry are low? In addition to organic growth from existing business, is it
possible to construct competitive advantage through management with a sense of
speed, such as through M&A, and grow your market share in the enterprise
market?

Sessa Investment Research

JPY mn, % Net sales YoY Oper. YoY Ord. YoY Profit YoY EPS

% Profit % Profit % ATOP % (¥)

FY2016/3 15,011 13.0 1,963 29.4 1,958 28.4 361 (33.0) 15.7 

FY2017/3 15,444 2.9 1,906 (2.9) 1,997 2.0 795 120.2 35.6 

FY2018/3 17,353 12.4 1,735 (9.0) 1,782 (10.8) 1,200 50.9 55.1 

FY2019/3 19,254 11.0 1,605 (7.5) 1,651 (7.4) 1,575 31.3 72.1 

FY2020/3 CE 23,000 19.5 1,800 12.1 1,830 10.8 1,250 (20.7) 56.8 
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カイオム・バイオサイエンス Sessa Investment Research

Source: 3Q FY3/20 results briefing materials, February 7, 2020.
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❸ Business Overview

◇ Founded as debugging business in the entertainment field. Recently 
focusing on the enterprise field
Founder and current Chairman Eiichi Miyazawa commenced debugging business in
2001. Then in 2008, the company was listed on TSE Mothers, moving its listing
designation to TSE1 in 2011, and migrating to a holding company structure in 2013.
Since then the company has continued growing as a pioneer software testing provider.
In 2017, the management structure was overhauled, and well-known professional
manager Genichi Tamatsuka was appointed Representative Director and CEO. As its
‘Second Founding’ period, the company made full-fledged entry into Enterprise
Business. The sales breakdown by segments in FY3/19 was Entertainment Business
82.8% and Enterprise Business 17.2%.

◇ Trends by Segments
Entertainment Business
Business units are mainly comprised of Debugging Business for game consoles (verification
of home game system software), mobile solutions (verification of mobile games) and
amusement equipment (verification of software for pachinko and pachislot machines), in
addition to Creative Business (graphics production etc.) and Media and Others (operation
of the largest general games information website etc.). Please refer to the exhibit below.

In particular, game consoles and amusement equipment have high barriers to entry (in
addition to deploying dedicated debugging equipment and test environments, the
company has unique know-how based on its long-standing track record), and debugging
business is a stable source of revenue.
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In recent years, while mobile solutions sales have grown rapidly due to the diffusion of
smart phones, amusement equipment-related sales have been sluggish and declined
due to uncertainties about the direction of industry regulations.

Enterprise Business
In the future, with the evolution of IoT and penetration of ICT into various fields (trend
of xTech), rapid development and expansion of AI and big data are expected, and
software will be involved in all aspects of industry and society. System failures due to
software bugs are occurring frequently, and it is clear that software quality control has
become more important than ever.

At the same time, there are concerns about the shortage of software engineers in
Japan, and user firms such as major electronics companies and system integrators etc.
are responding to the shortage of human resources by outsourcing software testing
which had previously been conducted in-house in order to further ensure quality
control. The company has a wealth of testers based on its experience in debugging in
the entertainment field, and the company aims to expand its business in this field by
advancing its human resources.

◇ Accelerating growth through M&A
In the both Entertainment Business and Enterprise Business, the company has been
actively expanding its business through M&A in the past in order to capture market
expansion as soon as possible.

In Aug-2019 the company acquired US Silicon Valley firm LogiGear Group. By making
LogiGear Group, which has a track record in system testing in the North American
market, a consolidated subsidiary, the company gained a solid foothold in the US, as
well as gaining LogiGear’s proprietary test automation tools. In addition, the company
takes onboard LogiGear’s group of approx. 500 automation engineers in Vietnam,
making this an epoch-making acquisition in order to strengthen its Enterprise Business
and international expansion going forward.

◇ Strengthening human resources
System testing work in Enterprise Business requires more sophisticated software
engineers than traditional game-related testers. For this reason, the company is
working to raise the level of human resources through the following measures.

Sessa Investment ResearchSessa Investment ResearchDigital Hearts Holdings

M&A and Business Tie-ups in the Enterprise Field

Date Company Description

12/2019 Established JV Red Team 
Technologies Co., Ltd.

JV with LAC Co., Ltd. to provide white hat (ethical) hacking services for 
cybersecurity

8/2019 Acquired LogiGear Group
Leading system testing provider with 25-year track record in Silicon Valley. 
Owns a proprietary testing automation tool. 
Approx. 500 automation engineers enrolled in Vietnam

8/2018
Concluded a business 
alliance with VALTES CO., 
LTD.

Through a business tie-up with VALTES which is strong in the enterprise field, 
aiming for the early development of training programs for test engineers

8/2018
Acquired ANET 
Corporation, making it a 
consolidated subsidiary

Engaged in testing business with strength in verification of medical devices

6/2018 Acquired a division of 
Keepahead Co., Ltd. Acquired through transfer the Systems Development Business

Source: compiled by Sessa Partners



*JSTQB: A member of the 
International Software Testing 
Qualifications Board (ISTQB), 
the Japan Software Testing 
Qualifications Board (JSTQB) is 
a certification board for 
certifying software testing 
engineers.
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(1)Outside hiring of senior level staff with track records in Enterprise Business
The company is aiming to strengthen its knowledge in the enterprise domain as well as
extend its network connections through hiring super engineers like CTO Kunihiro
Ishiguro (known for developing Zebra OS and also had entrepreneur experience in
Silicon Valley), and CTSO (Chief Testing Solution Officer) Juichi Takahashi (PhD in
Software Testing, served in senior roles at Microsoft, SAP and Sony etc.).

(2) Retraining of talented in-house staff
The company has approx. 8,000 registered testers enrolled, and by identifying and
training those who are cut out to become test engineers for Enterprise Business, the
company is grooming engineers with the ability to make proposals to clients. The
number of engineers has risen from 108 at the end of FY3/18 → 200 at the end of
FY3/19, and the total is expected to reach 220 – 230 by the end of FY3/20. As part of
its initiative to raise the quality of human resources, the company is actively promoting
employees to obtain JSTQB* certification, enabling the company to become a Platinum
Partner, and it now has over 300 engineers certified by JSTQB.

(3) Acquisition of human resources through M&A
As mentioned earlier, through the series of M&A transactions, the company bought
time along with acquiring talented staff. By making ANET a consolidated subsidiary in
2018, the company gained over 20 test engineers. By making LogiGear a consolidated
subsidiary in 2019, the president of the Japan subsidiary, Mr. Takahashi, was appointed
as CTSO of Digital Hearts Holdings. In addition, the company will be able to incorporate
the approx. 500 test engineers of LogiGear in Vietnam.

❹ 3Q FY3/20 Financial Results Summary

◇While 9-months cumulative profit declined, 3Q-only profit increased YoY
3Q (Apr-Dec) FY3/20 9-months cumulative net sales increased +8.9% YoY to ¥15,677
million, operating profit declined -14.1% to ¥1,066 million, ordinary profit declined
-14.4% to ¥1,055 million, and profit attributable to owners of the parent declined
-23.0% to ¥652 million. 3Q sales posted a record high for the period.

While both Entertainment Business and Enterprise Business achieved growth in OP,
profit declined at the company level due to increases in unallocated companywide
expenses including M&A fees, and recruitment and training expenses. Cumulative 9-
months 3Q operating profit declined YoY due to Enterprise Business-related leading
investments through the 1H, however 3Q-only (Oct-Dec) OP rose +18% YoY. The trend
of OP by quarter is: 1Q ¥189mn (-37.4%), 2Q ¥328mn (-30.9%), and 3Q ¥547mn
(+17.9%), which can be seen from the graph on the top of the following page.

Sessa Investment ResearchSessa Investment ResearchDigital Hearts Holdings



1,099 956 1,167 950 979 1,002 1,157 1,017 1,186 1,056
1,340

1,716 1,776
1,953

1,952 1,993 2,135
2,098

1,944
2,013 2,171

2,141

444 603

484

80 138
144

237
255

245 252
247

0

500

1,000

1,500

2,000

2,500

3,000

3,500

4,000

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

Quarterly Trend of Debugging Sales

ゲームコンソール モバイルソリューション アミューズメント

FY3/18 FY3/19 FY3/20

(mn yen)
game consoles mobile solutions amusement

6

カイオム・バイオサイエンス

◇ Results by Segments
Entertainment Business sales: ¥12,449mn, +3.1% YoY

Debugging unit sales: ¥10,655mn, +7.8%
Debugging which accounts for roughly 80% of Entertainment Business posted an
increase in sales of +7.8%. Game consoles achieved +14.1% on booking project orders
for several major titles. Mobile solutions only rose +1.6% due to the slowdown in the
mobile games market. Amusement rose +43.5%, rebounding after a sharp decline due
to tightened industry regulations, however the absolute amount is still at a low level.

Sessa Investment Research

Source: compiled by Sessa Partners from TANSHIN financial statements and results briefing materials

Source: 3Q FY3/20 results briefing materials, February 7, 2020.
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Quarterly Trend of Net Sales and Operating Profit
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Creative unit sales: ¥940mn, -37.1%
While 2D/3D graphic production remained steady, sales declined sharply due to the
precipitous slowdown in consignment game development projects due to the
slowdown in in the mobile games market.

Media and other sales: ¥853mn, +23.3%
The unit achieved a 23.3% increase in sales by the ‘4Gamer.net’ comprehensive game
information site striving to increase media value by distributing high value-added
information, as well as other sales acquiring customer support service project orders.

As a result, Entertainment Business sales increased +3.1% YoY to ¥12,449mn, and OP
increased +1.2% to ¥2,379mn, achieving growth in both sales and profit.

Enterprise Business sales: ¥3,228mn, +39.2% YoY

System testing unit sales: ¥1,489mn, +63.3%
The number and scale of new projects increased due to the effect of investments
aimed at acquiring and training test engineers. Sales increased sharply by 63.3% YoY.

IT service / security unit sales: ¥1,738mn, +23.6%
System development on consignment trended favorably. Security service also
increased as safety awareness rises for network systems, and the company offered
services easily adopted by SMEs, and sales rose sharply by +23.6%.

Sessa Investment Research

Source: compiled by Sessa Partners from TANSHIN financial statements and results briefing materials
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As a result, Enterprise Business sales increased +39.2% YoY to ¥3,228mn, rising sharply.
Segment profits are in the red due to large investments required for converting the
business model, however the amount of losses is shrinking.

❺ FY3/20 Full-term Guidance

Initial full-term guidance for FY3/20 net sales ¥23,000 million (+19.5% YoY), operating
profit ¥1,800 million (+12.1%), ordinary profit ¥1,830 million (+10.8%) and profit
attributable to owners of the parent ¥1,250 million (-20.7%) remains unchanged. The
effects of promoting a conversion of the business model advocated from the ‘Second
Founding’ period have begun to emerge, with Enterprise Business which has required
heavy leading investments turning profitable on a quarterly basis. While achievement
rates relative to full-term guidance through the 3Q suggest it will be difficult to achieve
full-term guidance, the company is still expected to renew record net sales, and to
achieve OP on par with the previous term.

❻Medium- to Long-Term Roadmap

From its so-called ‘Second Founding’ period the company is aiming to become Asia's
No. 1 comprehensive test solutions provider by expanding business through combining
human resources and technology in the fields of debugging, system testing and
security.

Sessa Investment ResearchSessa Investment ResearchDigital Hearts Holdings

Targeting Net Sales of ¥50bn and EBITDA of ¥10bn 

‘Second Founding’ period
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As a medium- to long-term roadmap, the company is targeting net sales of ¥50.0bn
and EBITDA of ¥10.0bn several years after the so-called ‘Second Founding’ period. The
key to achieving these targets is growth in Enterprise Business, targeting net sales of
¥20.0bn out of the total ¥50.0bn. 2⅟₂ years after transitioning to the new management
structure, Enterprise Business net sales are growing rapidly, rising from ¥1.8bn in
FY3/18 → ¥3.3bn in FY3/19 → to an estimated ¥5.8bn in FY3/20, and in FY3/21, US
firm LogiGear Group acquired in Aug-2019 will contribute on a 12-months full-term
basis.

In the future, with the progress of ICT at all levels of society, the use of IoT, AI and big
data, the spread of 5G at the infrastructure level, and the development of autonomous
driving cars at the industrial level have made progress in development. At the same
time, the chronic shortage of IT engineers presents a constant challenge, and there is a
growing trend among electronics makers and system integrators etc. to outsource
system quality control (debugging) which had been done in-house in the past to
outside specialist testing firms (this also has the advantage of allowing third-party
impartial evaluation). Changes in the environment surrounding the company’s business
are likely to provide supportive catalysts for business development going forward.

Under the new management structure, the company has promoted various
investments to expand this business including M&A, external hires of talented
professionals, in-house staff training, etc., and going forward, the skills of management
will be challenged in whether it can achieve the numerical targets specified in the mid-
term roadmap.

Sessa Investment ResearchSessa Investment ResearchDigital Hearts Holdings
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Share price chart

Source: Compiled by Sessa Partners from SPEEDA data.
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FINANCIAL STATEMENTS: Consolidated Statements of Income

Source: SPEEDA

JPY mn, % FY2015/3 FY2016/3 FY2017/3 FY2018/3 FY2019/3 FY2019/3 
3Q

FY2020/3 
3Q

Total net sales 13,285 15,012 15,445 17,353 19,255 14,393 15,678
YoY (%) 31.0 13.0 2.9 12.4 11.0 11.1 8.9 
Total cost of sales 9,337 10,691 10,939 12,394 13,791 10,284 11,552

Cost of sales 9,337 10,691 10,939 12,394 13,791 10,284 11,552
Gross profit 3,948 4,321 4,506 4,959 5,463 4,109 4,125
GPM (%) 29.7 28.8 29.2 28.6 28.4 28.5 26.3
SG&A expenses 2,431 2,357 2,600 3,223 3,858 2,867 3,059
Operating profit 1,517 1,964 1,907 1,736 1,606 1,242 1,066
YoY (%) (14.8) 129.5 (2.9) (9.0) (7.5) (19.9) (14.1)
GPM (%) 11.4 13.1 12.3 10.0 8.3 8.6 6.8
Non-operating income 67 44 128 58 109 37 7

Interest and dividends received 21 19 7 6 6 1 1
Non-operating expenses 58 49 38 11 64 46 18

Interest and discount expense 26 12 4 3 3 2 4
Share of P/L of equity method affiliates – non-oper. (27) 0 (2) 9 (4) (4) (5)
Ordinary profit 1,526 1,958 1,997 1,783 1,651 1,233 1,056
YoY (%) (14.7) 128.3 102.0 (10.7) (7.4) (21.3) (14.4)
Ratio to sales (%) 11.5 13.0 12.9 10.3 8.6 8.6 6.7
Extraordinary income (losses) - (826) (556) (150) 681 (21) -

Extraordinary income - 10 18 2 733 31 -
Extraordinary losses - 836 574 152 52 52 -

Profit before income taxes 1,526 1,132 1,441 1,633 2,333 1,212 1,056
Ratio to sales (%) 11.5 7.5 9.3 9.4 12.1 8.4 6.7
Income taxes 975 734 641 503 746 362 400

Income taxes - current 734 689 668 562 756 404 399
Income taxes - deferred 241 46 (26) (59) (11) (42) 1 

Profit attributable to owners of parent 540 362 795 1,200 1,576 848 653
YoY (%) (50.4) (33.0) 219.6 150.9 131.3 (15.5) (23.0)

Profit 551 398 800 1,130 1,588 850 656
Profit attributable to non-controlling interests 11 36 5 (71) 12 3 3 

Profit ATOP ratio to sales (%) 4.1 2.4 5.1 6.9 8.2 5.9 4.2
Total other comprehensive income 28 (15) 2 (17) (1) 361 (6)

Valuation difference on available-for-sale securities 9 (9) 1 (3) (2) 360 0 
Foreign currency translation adjustment 19 (7) 1 (14) 2 0 (6)

Comprehensive income 578 383 802 1,113 1,587 1,211 650
Comprehensive income ATOP 566 347 796 1,187 1,575 1,209 647

(Supplementary data)
EBIT 1,531 1,125 1,438 1,630 2,330 - -
EBITDA 1,955 2,325 2,138 2,010 1,860 - -
EBITDA margin (%) 14.7 15.5 13.8 11.6 9.7 - -

(Cost statement)
Total personnel expense 992 1,009 1,102 1,248 1,457 -

Personnel expense 992 1,009 1,102 1,248 1,457 -
R&D expense - - 3 55 3 - -
Depreciation expense 276 197 119 197 136 - -

Sessa Investment ResearchDigital Hearts Holdings
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Consolidated Balance Sheets-1: Assets

Source: SPEEDA

JPY mn, % FY2015/3 FY2016/3 FY2017/3 FY2018/3 FY2019/3 FY2019/12 3Q

Total assets 8,273 6,534 7,652 8,575 9,832 10,938
Current assets 5,757 5,065 6,221 6,814 7,404 7,711

Cash equivalents and ST marketable securities 3,059 2,198 3,345 3,894 4,198 4,045
Cash and equivalents 3,059 2,198 3,345 3,894 4,198 3,883
ST marketable securities - - - - - 162

Trade receivables 2,374 2,230 1,942 2,481 2,724 3,014
Inventory 12 25 8 15 21 69

Finished goods/merchandise - 10 2 1 6 -
Other inventory 12 15 6 14 15 69

Deferred tax assets - current 116 87 75 81 - -
Allowance for doubtful accounts - current (80) (50) (6) (14) (32) (39)

Non-current assets 2,516 1,469 1,430 1,762 2,429 3,228
Property, plant and equipment 368 299 298 474 558 627

Land - - - - 18 -
Intangible assets 1,506 580 239 287 763 1,391

Goodwill 1,170 438 201 150 481 1,033
Investments and other assets 642 590 894 1,001 1,107 1,210

Investment securities (incl. affiliates) 127 129 299 268 191 195
Investment securities 127 129 299 268 191 195

Deferred tax assets 33 17 56 109 202 -
Allowance for doubtful accounts 0 - (3) 0 (12) (12)

Sessa Investment ResearchDigital Hearts Holdings
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Consolidated Balance Sheets-2: Liabilities and Shareholders’ Equity

Source: SPEEDA

JPY mn, % FY2015/3 FY2016/3 FY2017/3 FY2018/3 FY2019/3 FY2019/12 3Q

Total liabilities 4,104 3,444 4,793 5,005 4,820 5,493
Current liabilities 3,824 3,374 3,759 3,929 4,192 4,864

Accounts payable - other, and accrued expenses 1,178 1,144 1,051 1,561 1,387 1,092
Short-term debt 1,620 1,308 1,633 1,604 1,707 2,507

Short-term loans payable (incl. lease obligations) 1,440 1,232 1,600 1,600 1,705 2,507
Current portion of long-term loans payable 181 76 33 4 2 -

Current portion of long-term loans payable 181 76 33 4 2 -
Non-current liabilities 281 70 1,034 1,076 627 629

Long-term debt 245 59 1,030 1,024 566 557
Long-term loans payable (incl. lease obligations) 245 59 13 7 58 49
Convertible bonds - - 1,017 1,017 509 509

Deferred tax liabilities – non-current 4 - - - - -
Retirement benefits / salary allowance - - - - 36 43
Asset retirement obligation – non-current 3 2 2 17 14 -

Total net assets 4,169 3,090 2,858 3,570 5,013 5,445
Total shareholders’ equity 4,107 2,830 2,632 3,369 4,806 4,955

Shareholders’ equity 4,037 2,774 2,591 3,341 4,764 4,919
Capital stock 301 301 301 301 301 301
Capital surplus 301 368 278 332 367 357
Retained earnings 3,436 3,605 4,165 5,114 6,408 6,765
Treasury shares 0 (1,500) (2,153) (2,405) (2,312) (2,504)

Valuation and translation adjustments 56 41 42 29 28 23
Valuation difference on available-for-sale securities 13 4 6 3 0 0
Foreign currency translation adjustment 43 37 37 26 28 22

Share acquisition rights 15 15 - - 13 13
Non-controlling interests 62 260 226 201 207 490

(Supplementary data)
Shareholders’ equity ratio (%) 50 43 34 39 49 -
ROE (%) 14 10 29 40 39 -
ROA (%) 7 5 11 15 17 -
ROIC (%) 9 23 25 21 13 -
Balance of interest-bearing debt 1,866 1,368 2,664 2,628 2,273 -
D/E ratio (%) 0.45 0.48 1.01 0.78 0.47 -
Net D/E ratio (%) (0.29) (0.29) (0.26) (0.38) (0.40) -
Interest-bearing debt/EBITDA (%) 0.95 0.59 1.25 1.31 1.22 -
PPE accumulated depreciation 510 533 588 605 660 -
Investment and loans to affiliates 17 15 13 31 17 -

Investment in affiliates 17 15 13 31 17 -
(Market information)

Balance sheet value of securities not marked to market 17 15 176 219 159 -

Sessa Investment ResearchDigital Hearts Holdings
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Consolidated Statements of Cash Flows

Source: SPEEDA

JPY mn, % FY2015/3 FY2016/3 FY2017/3 FY2018/3 FY2019/3 FY2019/12 3Q

Statements of cash flows
Cash flow from operating activities 870 1,080 1,825 1,436 890 -

Depreciation and positive GW amort. 438 361 231 274 254 -
Depreciation 276 197 119 197 136 -
Positive GW amortization 162 164 112 77 118 -

Val gains / losses on secs and inv securities - - 30 97 - -
G/L on sale of secs and inv securities - - - - (733) -

G/L on sale of investment securities - - - - (733) -
G/L on sale of PPE - 29 1 (1) - -
Interest and dividends received 1 1 1 1 0 -
Interest paid – operating CF (26) (12) (4) (3) (3) -

Cash flow from investing activities (569) (17) (610) (619) 62 -
Acquisition of secs and inv. securities - (30) (212) (119) (56) -

Acquisition of investment securities - (30) (212) (119) (56) -
Sale of secs and inv. securities - 30 - - 842 -

Sale of investment securities - 30 - - 842 -
Acquisition of affiliate company shares (40) - - - - -
Acquisition and sale of PPE (104) (86) (94) (291) (84) -

Acquisition of PPE (104) (86) (109) (293) (84) -
Sale of property, plant and equipt. 0 - 15 2 - -

Acquisition and sale of intangible fixed assets (126) (94) (34) (69) (157) -
Acquisition of intangible fixed assets (126) (94) (34) (69) (157) -

Interest and dividends received 51 28 18 11 14 -
Cash flow from financing activities (950) (1,913) (70) (251) (694) -

Proceeds from short-term loans 1,788 1,880 1,700 1,000 1,205 -
Repayment of short-term loans (2,418) (2,088) (1,400) (1,000) (1,100) -
Increase in long-term debt 100 90 1,015 - - -

Proceeds from long-term loans 100 90 - - - -
Issuance of corporate bonds - - 1,015 - - -

Repayment of long-term debt (204) (356) (13) (35) (516) -
Repayment of long-term loans (204) (356) (13) (35) - -
Redemption of corporate bonds - - - - (516) -

Issuance of shares 0 - - - - -
Redemption and cancellation of shares - (1,515) (653) (6) - -
Dividends paid (190) (211) (253) (273) (295) -

Effect of exch rate change on cash and cash equiv. 14 (11) 1 (2) 0 -
Net increase in cash and cash equiv. (634) (861) 1,147 550 268 -
Cash and cash equiv. at beginning of period 3,693 3,059 2,198 3,345 3,894 -
Cash and cash equiv. at end of period 3,059 2,198 3,345 3,894 4,163 -
FCF 301 1,063 1,215 817 952 -
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LEGAL DISCLAIMER

This report is intended to provide information about the subject company, and it is not
intended to solicit or recommend investment. Although the data and information
contained in this report have been determined to be reliable, we do not guarantee
their authenticity or accuracy.

This report has been prepared by Sessa Partners on behalf of the concerned company
for which it has received compensation. Officers and employees of Sessa Partners may
be engaged in transactions such as trading in securities issued by the company, or they
may have the possibility of doing so in the future. For this reason, the forecasts and
information contained in this report may lack objectivity. Sessa Partners assumes no
liability for any commercial loss based on use of this report. The copyright of this
report belongs to Sessa Partners. Modification, manipulation, distribution or
transmission of this report constitutes copyright infringement and is strictly prohibited.

Sessa Partners Inc.
Horiguchi Building 5F
2-2-3 Nihonbashi Ningyocho, Chuo-Ku, Tokyo
info@sessapartners.co.jp


