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Presentation

Yamamoto: Hello, everyone. I'm Hiroshi Yamamoto, Representative Director of Smaregi, Inc.
Jibiki: This is Kazuyoshi Jibiki, Sales Department Director.

Yamamoto: We would like to hold a briefing session on our full-year financial results for the fiscal year ended
April 30, 2021. Once again, the event is held online.
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First of all, I would like to start with the situation caused by COVID-19 because it is an issue that attracts the
most attention.

As you can see, both the number of transactions and that of business negotiations have been steady. In the
urban areas, a State of Emergency is still being declared.

What was the impact on the business activities, Mr. Jibiki?

Jibiki: The first State of Emergency Declaration had an impact on everything from the number of leads, that
of negotiations and that of contracts, but the second and third Declarations did not have much of an impact,
and the situation has been returning to what it was before COVID-19.

Yamamoto: How was the situation throughout the fiscal year? | thought it was a year that was severely
affected by COVID-19.
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Jibiki: That's right. As external factors changed significantly, we changed our internal sales system and
customer services accordingly.
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Yamamoto: We will move on to the summary of the financial results. First, here are the highlights of our full-
year results.

We managed to achieve YoY rises in both sales and profits for the eighth consecutive year. Net sales were
JPY3,324 million, 102.2% of the full-year forecast, despite the impact of COVID-19.

Due to the uncertainty of the future amid the COVID-19 pandemic, we reduced SG&A expenses considerably,
resulting in a record high operating profit margin of 25.4%.

Subscription sales steadily accumulated and achieved a 19.5% YoY increase. Likewise, ARR, or annual recurring
revenue, was up 30.3% YoY.
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As for the business results, | will start with the income statement on page 8 of the materials.

20214481 .
(&%) (2020458-2021548) 2020488 RITHALL
(2019%5A-2020%47) QoQ
19 | 20 | 3q ®:
FLE 715 | 764 | 834 | 1,010 3,324 3,249 102.3%
55 LR 267 263 302 429 1,262 1,329 95.0%
et Y E 447 501 532 580 2,061 1,920 107.4%
REERU

T 308 294 287 326 1,216 1,168 104.0%
= <= 138 207 245 254 845 751 112.6%
BERE 138 207 245 255 846 751 112.6%
94 HA (4 H) FUF) 25 94 142 168 178 583 547 106.7%

Sales exceeded JPY1 billion in the last quarter, with annual sales totaling JPY3,324 million, 102.2% of the full-

year plan of JPY3,251 million.

Operating profit was JPY254 million in the fourth quarter and totaled JPY845 million in the full year. Against
the full-year operating profit forecast of JPY678 million, the result was 124.6%.

The trends in net sales, operating profit, and the operating profit margin are as shown in the table. As |
mentioned earlier, we achieved increases in both sales and profits for 8 consecutive years.
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This is a breakdown of net sales.

(20194:58-2020%4A) (20204:5H-2021541)

The boxes in light blue show equipment sales and others. They correspond to initial costs at customers. The

dark-blue boxes at the bottom show the monthly fees for the cloud services and others, which are the so-

called stock revenue in the subscription models.

The ratio of subscription sales has increased since the preceding fiscal year. How was that?

Jibiki: The ratio was 55.7% in the fiscal year ended April 2021. It increased significantly from about 48% in the

preceding year. Since we are not a hardware sales company, but a software provider, we will continue our

sales activities to expand this area in the current fiscal year and beyond.

Yamamoto: The gross profit margins are quite different between equipment sales and the monthly fees for
the cloud services, so we presented the figures here. The GPR from equipment sales and others was 34.6%,
and that from Saa$, or the monthly usage fees, was 83.6%.
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Next is the trend of ARR.

The total amount was JPY2.07 billion. It was up 30% YoY and up 8.2% QoQ.

2021481
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Let's jump to the page of the number of employees.
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The number was 129 in the year before last and 124 in the previous year. Amid the COVID-19 pandemic, we
stopped overall recruitment activities. As a result of this, the number of employees decreased slightly, partly
due to some retirements. We have resumed hiring in all departments since the fourth quarter. In order to
make up for the decrease, we are now strengthening our hiring team.
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Next, we would like to provide the business summary. First, we have introduced a KPl summary.

The figures are as shown on page 20. We have decided to disclose the important indicators for our company
to our shareholders and investors on a regular basis.
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As you can see on the next page, we have introduced the KPIs for Smaregi Time Card.

We set the ARR Doubling Plan in the medium-term management plan, and as Smaregi Time Card is an element
of this plan, we have decided to disclose the KPIs.

In the future, we will consider disclosing the number of KPIs and the breakdown of sales while monitoring the
situation.
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We will continue on to the progress of Smaregi 4.

We are now working on Smaregi 4 under the name of the Smaregi App Market.

Could you tell us about its progress?

Jibiki: As you can see, the number of development partners is increasing steadily. The applications in the App
Market are divided into 2 categories: those for linking information between Smaregi and external systems,

and those for adding extended functions to the Smaregi functions.

In particular, we are focusing on the apps that extend the functions. If they are realized, we believe that we
will be able to evolve into the provider of a POS register like no other before.

This will allow our customer stores to do things that they cannot do with their existing cash registers. We will
be able to acquire stores in industries that we have not reached and shops with sales methods that we are
not able to handle. The development partners will be able to generate revenue from Smaregi’s customer base.
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Yamamoto: Moving on to the next page, we held an application contest. Here is a report of the results.
How was it?
Jibiki: In the contest, TAIKO PARTENRS' Cleeean, an app for the cleaning business, won the prize.

As | explained earlier, by adding the Cleeean functions to Smaregi, we can sell Smaregi to the cleaning industry
as a POS terminal. We have had a lot of responses and received many inquiries.

This is just an example, and several partners are preparing amazing new forms of POS cash registers. Please
look forward to them as well.

Yamamoto: | understand that there are now 27 applications available to the public. The number has recently
increased a little more. Did you find any interesting apps?

Jibiki: | can't say at present, but there are many more interesting ones. There will be some truly amazing things
coming out, and we at Smaregi will be able to start working for industries that we have not been able to
explore, so | myself am looking forward to them.
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We will move on to page 27. Next is the percentage of active stores.

In the medium-term management plan, we set a long-term goal of having 300,000 active stores. By doing so,
we aim at Number 1 in Japan, so we described in the plan. The number of active stores was 24,759 as of the
end of the fiscal year under review.

We are now discussing how we can achieve the goal of 300,000 active stores.
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Next is the breakdown of the usage plans. How was this?

Jibiki: | don't have anything special to say, but each plan has been growing steadily overall.
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Yamamoto: The next page, page 29, is an analysis of increase and decrease in MRR.
We added new materials to this page. Please take a look at them.
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The next page, page 30, shows the trend of the churn rate.

We have always maintained the low levels of the churn rate even amid the COVID-19 pandemic.

How was that?

Jibiki: We thought that COVID-19 would have a big impact on the churn rate, so we honestly expected that

the churn rate would be a little higher, but the result in the fourth quarter turned out to be the lowest level
so far at 0.66%.

| believe that the customers judged that the price of Smaregi was low, or that the product itself was good.
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Yamamoto: Next, let's take a look at the trends in average revenue per account and per user, ARPA and ARPU.

Please note that we have changed the definitions of ARPA and ARPU in the materials. Please see the new
definitions at the bottom of the page.

How was the change in customer spending?

Jibiki: The ARPU, in particular, was almost flat for a long time. We recognize that this is an issue that the
Company needs to improve.

As | explained earlier, we are planning to gradually increase the unit price by focusing on the App Market and
other initiatives that we are preparing.

Yamamoto: The ARPA on the left side of the page is a new one, which is the unit price per paid account. |
think this one is gradually going up.

What do you think?

Jibiki: As you saw earlier, the trend of each plan has remained almost the same. Therefore, we understand
that the number of stores per contract has been increasing, and therefore, the unit price has been rising.

| believe that large-scale stores have increasingly adopted Smaregi.
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Yamamoto: Starting on page 33, we show the outlook for the current fiscal year ending April 2022.
Page 34 shows the planned figures of full-year business highlights.

There are 2 major external environmental factors. One is the impact of the COVID-19 pandemic, and the other
is the uncertain supply of suppliers, both of which we believe will have a slight impact.

We forecast net sales at JPY4,001 million, 120.4% of the year-before result. Operating profit is estimated to
be JPY594 million, which is 70.3% of the previous year's level, or down 30% YoY.
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Next is page 35, titled Toward Achieving the Medium-Term Management Plan.

Despite the impact of the COVID-19 pandemic, we expect to return to a growth phase and have increased our

budget for marketing, advertising, and recruiting.

As a management strategy, responding to the previous year’s increase in the number of contracts despite the
COVID-19 pandemic, we first formulated the medium-term management plan in order to achieve continuous

high growth in the future.

For the current fiscal year, the first year of the medium-term plan, we intend to conduct active marketing and

advertising campaigns.

As shown in the graph, we plan to increase our sales and marketing expenses by 157% from the preceding

year, allocating more resources to advertising and others.

In line with this, we have updated our long-term vision and medium-term management plan, which we will

introduce later.
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On the next page, page 36, | would like to talk about the possible impact of COVID-19 and our Company's
efforts.

We believe that our services will be greatly affected by COVID-19, because Smaregi engages in the business
for stores. Over the past year, we have been implementing measures for both the retail industry and the
restaurant industry. We are planning other measures to be implemented in the future.

How about this issue?

Jibiki: As mentioned here, we would like to focus on the development of self-checkout systems, especially in
relation to linkage with online stores.

As an example, in terms of the link with online stores, we have released apps for linking with BASE and Shopify
in the App Market.
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Yamamoto: Next, we have set forth 4 sales strategies.

The first one is to strengthen the showroom strategy. We will establish satellite offices in major cities and
near major terminal stations to serve as showrooms.

The second one is to strengthen online business negotiations. As a result of the COVID-19 pandemic, the ratio
of online business negotiations has risen considerably, so we are strengthening the content of online business
talks to provide the same level of service as that for face-to-face sales.

The third one is to strengthen our sales partners. Sales of our sales partners account for about 20% of our
total sales. We are not trying to increase the ratio, but while our overall sales increase, we will strengthen our
measures so that the sales inflow from our sales partners will remain at around 20%.

Finally, as Jibiki mentioned partway in the presentation, we hope to see a lot of amazing apps come out as
our App Market strategy. Including educational activities, we are going to engage in a wide range of activities,
such as capital and business alliances.
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Page 38 shows the progress of Smaregi Ventures, Smaregi's corporate venture capital.
At the time of our previous financial results announcement, we announced a capital and business alliance
with LBB, a provider of mobile ordering systems. Now we have another capital and business alliance with

Knowledge Merchants Works Inc., or KMW, which provides a store management tool called Hataluck.

We will continue to strengthen our business tie-ups, including capital alliances, in a similar manner.
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Page 39 shows the management organization.

We have introduced an executive officer system. Officers on the executive level, especially the management
level, have grown within the Company. For this reason, we have created the executive officer system.

Instead, we would like to maintain the management structure with slightly fewer full-time directors. The goal
here is to speed up the decision-making process. However, in terms of governance, we would like to increase
the number of outside directors in the future.

Now that Smaregi has just celebrated its tenth anniversary, we would like to actively promote executive
personnel who will be responsible for the next 10 years.
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Next we show our medium-term plan.
We made some updates to our medium-term management plan.
Specifically, we have made a slight upward revision to our ARR plan. We are aiming for ARR of JPY2.7 billion

for the current fiscal year, JPY3.67 billion for the next fiscal year, and finally JPY5 billion in the fiscal year
ending April 2024, which is the final year of the medium-term management plan.
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Lastly, the IR department has something to inform you of.

We send newsletters via email and LINE, including commentary on the state of disclosure each month. We
hope you will register with us.

This concludes the presentation of our full-year financial results for the fiscal year ended April 2021. Later, |
would like to introduce the 2 executive officers who took office in the current fiscal year. After that, | would
like to answer the questions we have received from investors one by one.

All of us will do our utmost to realize the medium-term management plan and the long-term plan. | would like
to ask you for continuous support. Thank you for joining us today.
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Sugimoto: My name is Sousuke Sugimoto, and | have been appointed as Executive Officer. | joined the
Company in 2013 as a Sales Representative and have been involved in supporting the implementation of the
Smaregi system at more than 10,000 stores.

Before joining Smaregi, | worked for an apparel company, where | gained experience in the retail field and
learned various knowledge related to store management.

In my personal life, | enjoy playing soccer with my sons on weekends.

The Sales Department of Smaregi, where | act as Manager, consists of young members in their 20s to early
30s. When | first joined the Company 8 years ago, there was a staff of only 6, but now there are 36 members,
and we have grown into a team that makes the most of each of our strengths.

Our team members have a wealth of on-the-spot experience not only in the sales field, but also at restaurants
and apparel companies, and we work hard to improve each other's skills.

The overall Sales Department will continue to work together to solve various issues related to store operations
and to improve the added value of our services by making full use of our solutions, focusing on Smaregi, in a
speedy manner. Please keep an eye on Smaregi in the future. Thank you.

Takemura: My name is Dai Takemura, and | have been appointed as Executive Officer. Currently, | am the
Head of Overall After-Sales Support and act as Customer Success Manager.

| joined Smaregi when | was 20 years old, and | am now in my ninth year. After joining the Company, | worked
as a Sales Representative and then launched the Customer Support Department, completely internalizing the
support operations that had been outsourced previously. | was also in charge of sales via the web and after-
sales support when Smaregi Time Card was launched, and in the current fiscal year, | took on the role of
Executive Officer to supervise the Time Card business.

From the current fiscal year, | am both General Manager of the Customer Division and Executive Officer in
charge of the Time Card business, and | will make every effort to achieve good results in both areas.
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Question & Answer

Yamamoto: Now, let's move on to Q&A. We have received 7 questions from investors, and we would like to
introduce all of them.

[Question 1]

First of all, how much is the ARR forecast for the next fiscal year?

As stated in the medium-term management plan, we plan to achieve JPY2.7 billion in ARR in the fiscal year
ending April 2022.
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[Question 2, 3]
Please explain in detail why the forecasts for 2022 show an increase in sales but a decrease in operating profit.

We have also been asked whether the forecasts were due to external environmental factors or an increase in
advertising expenses, as it is hard to see from the given materials.

We have also received another question: | understand that you forecast a decrease in revenue for the current
fiscal year due to factors such as investments to achieve the medium-term business plan. Could you tell me
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more about the details of your marketing measures, the breakdown of expenses, timing of TV commercials,
and the like?

| would like to respond to these 2 questions.

As you can see on page 35 of the financial results presentation materials, in order to achieve our medium-
term management plan, we plan to increase sales and marketing expenses; that is, advertising, sales and
marketing expenses, by more than 2.5-fold compared to the previous year in order to acquire more customers.

These are the main costs.

We are planning to do content marketing, such as owned media, advertising like TV commercials, whose
amount will be quite large, and radio program production. The breakdown is still in flux, so we will not disclose
it. We would like to try out various advertising and marketing measures during the current fiscal year, and
based on the results, we will decide how to allocate the budget for the next year and beyond.
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[Question 4]

We move on to the next question: Please tell me about the following 2 points.

First, how do you calculate ARPU, or average revenue per user per fee-paying store? Even if we simply divide
the monthly usage fees and others of the cloud services for the most recent quarter by the average number
of fee-paying stores at the end of the previous quarter and that of fee-paying stores at the end of the current
quarter, the figure is about JPY8,840, which is quite different from the figure in the line graph on page 31 of
the financial results presentation materials.
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Secondly, you disclosed the LTV for the first time. Is the LTV figure of JPY761,000 on page 20 based on sales
or on gross profit?

We have received these 2 questions.

Regarding the first question, we have not disclosed the calculation method. However, ARPU came as monthly
sales for in final month, which was about JPY145 million, was divided by the number of fee-paying stores of
19,568.

As for the second question, the LTV is based on gross profit.

[Question 5]

We move on to the next question: Please explain the personnel lineup of Directors and Executive Officers. |
recognize that you will invest resources in expanding your cloud service business, with a particular emphasis
on sales and CSI. Please tell us the background of this lineup.

There is also another question on if there are any other areas that we would like to reinforce on top of them.

First of all, as | explained in the video presentation of the financial results, we established the executive officer
system because in-house officials, such as General Managers, have grown to be able to assume a management
post of the Company. Instead, we would like to establish a system with fewer full-time Directors.

This is also meant to speed up the decision-making process. However, from the perspective of governance,
we would like to increase the number of Outside Directors in the future.

Basically, since we are a software development company, we have a large number of members in the
development team. In line with the retirement of the Director in charge of Sales, an Executive Officer in charge
of Sales has been promoted internally. The areas that we would like to reinforce in the future are marketing;
that is, CMO and finance, or CFO.

[Question 6]

The forecasts for the next fiscal year are slower than the excellent sales growth rate before the COVID-19
pandemic. Is this because the forecasts are conservative due to the expectation that the impact of COVID-19,
such as in the form of the recent State of Emergency Declaration, will continue? Or do you set a benchmark
growth rate of 20% going forward? The forecast for each stage of profit below the level of operating profit is
lower than the actual fourth-quarter result multiplied by 4. Do you expect that there will be any increase in
expenses or prior investments?

We try to be as accurate as possible in the disclosed figures in our business plan, without being too aggressive
or too conservative.

The expected growth rate of net sales is a little lower due to the impact of the COVID-19 pandemic and a little
bit of a problem with the supply system of our suppliers as the external environmental factors. Rather than
being conservative, our goal is to disclose figures as accurately as possible.
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As for operating profit, as described on page 35 of the materials, we plan to increase sales and marketing
expenses, that is, advertising, sales, and marketing expenses, by more than 2.5 times compared to the
previous year in a bid to acquire more customers.

[Question 7]

Here is the last question: You mentioned that you had stopped hiring employees, but when you spend
advertising and promotion expenses to accelerate the acquisition of stores, do you have sufficient human
resources for sales that will undertake the increased stores?

The current members of the Sales Department have experienced the special demand caused by the tax rate
revision that occurred toward the middle of 2019. They have a proven track record of responding to the rapid
increase in inquiries at that time, and we believe that they can cope with an expected increase in the number
of inquiries due to increased recognition.

In addition, we are now resuming the hiring process, which was suspended due to the COVID-19 pandemic,
and we will be increasing our resources at the same time, so we believe that we will be able to make it in time.
That is all.

[END]

Document Notes

1. Portions of the document where the audio is unclear are marked with [Inaudible].

2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD].
3. This document has been translated by SCRIPTS Asia.
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.
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TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
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