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NEC Acquires Software Company for Telecom/Broadband
Operators—No Immediate Impact on Rating

The following is Japan Credit Rating Agency, Ltd. (JCR)'s opinion on NEC Corporation (security code:
6701)'s “Notice regarding Acquisition of Shares in CSG Systems International, Inc., a U.S. Software
Company for Telecom/Broadband Operators.”
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On October 29, NEC Corporation (the Company) announced it would acquire U.S.-based CSG
Systems International, Inc. (CSG), a software company serving telecom/broadband (BB) operators.
The acquisition price for CSG is approximately 441.7 billion yen, making it the Company's largest
acquisition to date. The required funds will be covered by cash on hand and borrowed funds. Closing
is scheduled for 2026, contingent upon obtaining approval at CSG's shareholders' meeting and
securing various regulatory approvals.

CSG has multiple major U.S. telecom/BB operators as customers and provides software and services
to a wide range of industries, including finance and healthcare, generating relatively stable profits and
cash flow. Through this acquisition, the Company aims to strengthen the business foundation for
software services for telecom/BB operators, in conjunction with its subsidiary Netcracker, which
primarily serves telecom operators. The Company is enhancing SaaS-based business model utilizing
software, demonstrating consistency in its management strategy, including previous large-scale
overseas M&A.

The acquisition price is not small, and considering CSG's net assets, the goodwill will be substantial.
However, the Company's cash flow generation capacity has recently improved, with free cash flow of
290 billion planned for the fiscal year ending March 2026 (FY2025) (excluding this transaction).
Furthermore, the equity attributable to owners of the parent approached 2 trillion at the end of the
second quarter of FY2025, and net debt is low, indicating a strong financial foundation. Furthermore,
CSG is expected to contribute to its profits and cash flow. Considering these factors, JCR does not
believe that this transaction will immediately impact the Company's rating. JCR will pay attention to
the extent of its contribution to profits and cash flow, including synergies with Netcracker.

JCR announced on June 20, 2025 that it had upgraded the Company's long-term issuer rating from
“‘A+” to “AA-." This upgrade decision indicates the assessment that, while the Company positions
M&A execution as a core element of its growth strategy, its financial flexibility has further increased,
including enhanced cash flow generation capacity.
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Information herein has been obtained by JCR from the issuers and other sources believed to be accurate and reliable. Howcvcr because oflhc possibility of human or mechanical error as well as other factors,
JCR makes no represemanon or warranty, express or 1mplled as to accuracy, results, adequacy, timeli compl s or mercha y, or fitness for any particular purpose, with respect to any such
information, and is not responsible for any errors or omissions, or for results obtained from the use of such information. Under no circumstances will JCR be liable for any special, indirect, incidental or
consequential damages of any kind caused by the use of any such information, including but not limited to, lost opportunity or lost money, whether in contract, tort, strict liability or otherwise, and whether
such damages are foreseeable or unforeseeable. JCR's ratings and credit assessments are statements of JCR's current and comprehensive opinion regarding redemption possibility, etc. of financial obligations
assumed by the issuers or financial products, and not statements of opinion regarding any risk other than credit risk, such as market liquidity risk or price fluctuation risk. JCR's ratings and credit assessments
are statements of opinion, and not statements of fact as to credit risk decisions or recommendations regarding decisions to purchase, sell or hold any securities such as individual bonds or commercial paper.
The ratings and credit assessments may be changed, suspended or withdrawn as a result of changes in or unavailability of information as well as other factors. JCR receives a rating fee paid by issuers for
conducting rating services in principle. JCR retains all rights pertaining to this document, including JCR's rating data. Any reproduction, adaptation, alteration, etc. of this document, including such rating
data, is prohibited, whether or not wholly or partly, without prior consent of JCR.

JCR is registered as a "Nationally Recognized Statistical Rating Organization" with the U.S. Securities and Exchange Commission with respect to the following four classes. (1) Financial institutions, brokers
and dealers, (2) Insurance Companies, (3) Corporate Issuers, (4) Issuers of government securities, municipal securities and foreign government securities.

JCR publishes its press releases regarding the rating actions both in Japanese and in English on the same day. In case that it takes time to translate rating rationale, JCR may publicize the summary version,
which will be replaced by the full translated version within three business days. (Regarding Structured Finance products, JCR only publicize the summary version in English.)
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