June 17, 2024

Datasection Inc.
Shinichi Iwata, President, CEO and CFO

Preliminary Disclosure Document Regarding Share Exchange

In accordance with the share exchange agreement concluded between the Company and MSS Inc.
(hereinafter referred to as “MSS”) on June 3, 2023, the Company, as the wholly owning parent company
in the share exchange, will conduct a share exchange (hereinafter referred to as the "Share Exchange") to
make MSS a wholly owned subsidiary, with the effective date scheduled for July 1, 2024. Pursuant to
Article 794, Paragraph 1 of the Companies Act and Article 193 of the Regulations for Enforcement of the
Companies Act, we hereby disclose the following information.

Content of the Share Exchange Agreement (Article 794, Paragraph 1 of the Companies Act)
As stated in Appendix 1.

. Matters Concerning the Reasonableness of the Exchange Consideration (Article 193, Paragraph
1 of the Regulations for Enforcement of the Companies Act)
(1) Content of the Allocation in the Share Exchange

Company Name Datasection Inc. MSS Inc.
Share Exchange Ratio 1 4,120
The number of shares to be issued in the 515,000 shares of common stock of the Company.
Share Exchange

(Note)

1. Share Exchange Ratio
For each share of MSS Inc., 4,120 shares of the Company’s common stock will be allocated
and delivered.

2. Number of New Shares to Be Issued in the Share Exchange
As part of this Share Exchange, the Company will allocate and deliver 515,000 shares of its
common stock. These shares will be newly issued by the Company for the purpose of the
Share Exchange.

(2) Basis, etc. for the Content of the Allocation
i. Basis and Reason for the Allocation
To ensure the fairness and appropriateness of the share exchange ratio, Datasection Inc.
selected BDO Sanyu & Co. as an independent third-party evaluation firm from both Datasection
Inc. and MSS Inc. and requested them to evaluate the value of MSS Inc.’s shares.

Based on the evaluation results of MSS Inc.’s share value provided by BDO Sanyu & Co. and
the results of due diligence conducted on MSS Inc., as well as a comprehensive review of MSS
Inc.’s financial status and future prospects, the parties engaged in negotiations and discussions.
As a result, it was determined that the share exchange ratio is appropriate.

ii. Matters Related to the Calculation
a) Name of the Calculation Firm and Relationship with Datasection Inc. and MSS Inc.
BDO Sanyu & Co. is an independent calculation firm from both Datasection Inc. and MSS



Inc., and there are no material conflicts of interest between BDO Sanyu & Co. and either
Datasection Inc. or MSS Inc. that require disclosure concerning the evaluation of MSS Inc.'s
share value.

b) Overview of the Calculation

Since Datasection Inc.'s shares are listed on the Tokyo Stock Exchange Growth Market and
have a market price, the calculation was based on market price references. Specifically, the
stock price was calculated using the average closing price of Datasection Inc.’s shares on the
Tokyo Stock Exchange Growth Market for the six months leading up to the business day prior
to the date of the share exchange agreement, taking into account potential temporary
fluctuations in the stock price over a shorter period. The average stock price for the period,
rounded up to the nearest whole yen, was 970 yen.

On the other hand, as MSS Inc. is a privately held company with no market price and its
share value is primarily derived from its future earnings potential, the share value was
calculated using the discounted cash flow (DCF) method to reflect the future business
prospects. BDO Sanyu & Co. used the information provided, information obtained through
hearings, and publicly available data as the basis for the calculation, assuming that such
information was accurate and complete.

Furthermore, it was assumed that there are no undisclosed facts that could significantly
impact the value of MSS Inc.'s shares, and that the financial forecasts and profit plans of MSS
Inc. were reasonably formulated based on the best estimates and judgments available at the
time. BDO Sanyu & Co. did not independently verify the accuracy or completeness of this
information. The profit plans and financial forecasts of MSS Inc. did not anticipate any
significant fluctuations in earnings.

Based on the DCF method, the estimated range of MSS Inc.'s per-share value as calculated
by BDO Sanyu & Co. is as follows:

Calculation Method Valuation Result (per share)

DCF Method 4,653,000 to 4,908,000 yen

(3) Matters Regarding the Adequacy of the Capital and Reserves of the Wholly Owning Parent
Company
The capital and reserves of our company will not increase as a result of this share exchange.

3. Matters Regarding the Appropriateness of the Consideration for New Share Subscription
Rights of the Wholly Owned Subsidiary in the Share Exchange (Article 193, Paragraph 2 of the
Regulations for Enforcement of the Companies Act)

There are no applicable matters.

4. Matters Regarding the Wholly Owned Subsidiary in the Share Exchange (Article 193,
Paragraph 3 of the Regulations for Enforcement of the Companies Act)
(1) Financial Statements, etc., for the Most Recent Fiscal Year
As stated in Appendix 2.

(2) Significant Subsequent Events after the End of the Most Recent Fiscal Year
There are no applicable matters.



5. Significant Post-Fiscal Year Events of the Wholly Owning Parent Company (Article 193,
Paragraph 4 of the Regulations for Enforcement of the Companies Act)
(1) Disposal of Treasury Shares as Restricted Stock Compensation to Directors
On April 16, 2024, the Company disposed of 13,717 shares of its common stock at a price of
729 yen per share as restricted stock compensation to one director.

(2) Signing of a Basic Agreement for Business Partnership with Supermicro Corporation
On April 12, 2024, the Company entered into a basic agreement with Super Micro Computer,
Inc. (NASDAQ: SMCT) for a business partnership.

(3) Occurrence of Loss at a Consolidated Subsidiary
At Jach Technology SpA, a consolidated subsidiary of the Company based in Chile, it was
decided that all long-term loans (principal and interest totaling USD 3,334,804) would be written
off as a bad debt. The Company has also converted the preferred shares it held in Jach Technology
SpA into common stock and acquired all of these shares.

(4) Acquisition of MSS Inc. Shares
On July 1, 2024, the Company plans to acquire 75 shares of MSS Inc. from VLC Holdings Co.,
Ltd., the parent company of MSS Inc., for 300 million yen. By conducting this Share Exchange,
MSS Inc. will become a wholly owned subsidiary of the Company.

(5) Basic Agreement for Building an Al Data Center Between Four Companies
On June 2, 2024, the Company entered into a basic agreement with Super Micro Computer, Inc.,
Sharp Corporation, and KDDI CORPORATION to begin discussions regarding the construction of
an Al data center.

6. Matters Concerning the Ability of the Wholly Owning Parent Company to Perform Debt
Obligations (Article 193, Paragraph 5 of the Regulations for Enforcement of the Companies
Act)

There are no applicable matters regarding creditors who have the right to object to the Share Exchange,
pursuant to Article 799, Paragraph 1 of the Companies Act.

7. Changes After the Commencement Date of the Preliminary Disclosure (Article 193, Paragraph 6
of the Regulations for Enforcement of the Companies Act)
If there are any changes to the above matters after the commencement date of this preliminary
disclosure, the Company will disclose them immediately.
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