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Presentation 

 

Endo: The time has arrived, so we would like to begin. 

Thank you very much for joining us today for the presentation of the financial results for the fiscal year ended 
April 30, 2022, Smaregi, Inc. 

Let me explain today's process. 

We will start with an explanation of the financial results, followed by Q&A. Questions can be entered at any 
time thereafter via the Q&A button at the bottom of the screen. We look forward to receiving questions from 
you. 

We plan to post a video of today's event on our website at a later date, but please be assured that viewers' 
information will not be made public. 

Now, Mr. Yamamoto, please. 

Yamamoto: My name is Yamamoto, President of Smaregi. 

Thank you for taking time out of your busy schedule today to watch this event. I would appreciate your 
cooperation today. 

Mr. Minato, the Vice President, and I would like to proceed with this presentation. So, let me introduce Mr. 
Minato. 

Minato: This is Minato. Thank you for joining us today. 

Yamamoto: Thank you very much for watching. I would like to start now. 
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I would like to start with an overview of the financial results. 

As annotated in this title, the accounts are consolidated from the third quarter, and it is a bit complicated. 
Please note that only the B/S has been consolidated from the third quarter, and P&L has been consolidated 
from this fourth quarter. 
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First is the income statement. 

As I mentioned earlier, from the fourth quarter, Royal Gate and its subsidiaries' revenues have been 
consolidated in a combined manner. 

The number of fee-paying stores increased steadily, and sales grew significantly due to the start of 
consolidated accounting as mentioned earlier. The total amount was JPY4.29 billion, an increase of 29.2% YoY. 
The sales of the fourth quarter were JPY1,377 million. 

As for operating income, we achieved a significant S&M investment as planned in the first year of the medium-
term management plan. The Company achieved a 21.6% increase over the plan for the full year, landing at 
JPY630 million. 

In conjunction with the acquisition of Royal Gate as a subsidiary, an extraordinary gain, a gain on negative 
goodwill, was recorded in the third quarter, resulting in a total net income of JPY550 million for the full year. 

The balance sheet and cash flow statement have no significant movements that stand out, so we will skip the 
explanation. Please take a look at those when you have time. 
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Next, let us look at the operating margin. 

In previous years, the ratio exceeded 20%, and in the year before last, it exceeded 25%, but again, we have 
taken on the challenge of significantly increasing S&M expenses, and as a result, the operating margin is 14.8%. 
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Looking at the quarterly trends, sales increased significantly to JPY1,377 million due to seasonal factors, with 
the fourth quarter usually being the busiest season. 

Operating income is lower, partly due to the negative impact of Royal Gate's loss and, in addition, the impact 
of S&M investments and financial bonuses based on the medium-term management plan. 
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Minato: Continuing on, here is the breakdown of sales. 

The dark blue portion of the graph represents subscription-based sales, which have been steadily increasing. 

The light blue area represents sales of equipment and initial costs, which increased significantly in the fourth 
quarter due to seasonal factors and the acquisition of large clients. 
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The following is the summary of SG&A expenses. 

In the previous period, SG&A expenses increased significantly, due in part to the concentrated investment in 
advertising and the resumption of hiring that had been restrained during the pandemic. The fourth quarter is 
significantly inflated because of the Royal Gate employee increase, as well as events and financial bonuses. 
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This is the quarterly trend of advertising expenses in SG&A expenses. 

The darkest blue area of the graph represents advertising expenditures used to acquire leads, the light blue 
area above that represents advertising expenditures used for increasing recognition, such as TV commercials 
and radio, and the gray area represents advertising expenditures for events. 
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Here is the transition of employee numbers. 

In addition to the increase in Royal Gate employees, hiring in both sales and development was favorable, 
resulting in a 69.4% increase over the previous year. 
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Yamamoto: Next, I would like to give an overview of our business. 

First, I would like to start with the ARR trend, as you can see on the screen. 

The actual result was JPY2.92 billion compared to the planned JPY2.7 billion. 

The breakdown of ARR is provided from this time forward. From the bottom, light blue is the monthly fee for 
Smaregi, dark blue is the revenue from payment services, which has significantly grown this time, and green 
is the monthly fee for Smaregi Time Card. 
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Next, we disclosed the KPI summary for Smaregi, although we only disclose it for the full year. This is a 
summary of the Smaregi service alone, excluding the related product, Smaregi Time Card. 

Compared to the same period last year, the unit economics was 7.9 last year, but we increased the CAC due 
to the increase in S&M and controlled the unit economics to be three. As a result, it landed at 3.05. It is almost 
as planned. 
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Continuing on, here is the KPI summary for the Smaregi Time Card. 

The match table is a bit small, but the ARR is now over JPY300 million. 
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Minato: Next is the GMV, gross margin value of transactions in circulation, trend. 

GMV exceeded JPY1 trillion. Consumption, which had been suppressed in the pandemic, is now expanding. 
The ratio of cashless payments has increased due to growing contactless needs. It accounts for roughly half 
of all payments. 
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Next is the number of active stores. 

The number of active stores surpassed 30,000 with 30,355 stores, a 22.6% increase over the previous year. 
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Next is a breakdown of the usage plans for fee-paying stores. 

Paid plans increased 24.9% YoY to 24,448 outlets. 

See also the breakdown by plan. 
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Next is the churn rate. 

The churn rate, MRR churn rate, remained low at approximately 0.6% as in the previous year. 
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Yamamoto: Continuing on, here are the projected full-year results for the fiscal year ending April 30, 2023. 

Sales are planned at JPY5,593 million, an increase of 30.2% over the previous year. 

Operating income is JPY651 million, so we plan to achieve about the same level as the previous year. 

We have just begun to consolidate our subsidiary Royal Gate Inc. and have decided to merge the subsidiary 
in July. Therefore, the new fiscal year account settlement will be a stand-alone again.  

Accordingly, sales for May and June will be solely for Smaregi. Royal Gate sales will not be captured. Please 
note that the results will be the sum of Smaregi and Royal Gate as a result of the absorption merger starting 
in July. 

In the current fiscal year, we will continue to invest in advertising. We will aim to acquire new customers. 

Then, we plan to increase revenues through cross-selling merchandise, payment settlement, and higher sales 
per customer through Smaregi Time Card. 

Regarding profits, in accordance with the medium-term management plan, we are aiming to secure profits of 
JPY650 million, the same level as the previous year, despite the increase in S&M expenses and the deficit in 
SG&A expenses at Royal Gate, which I have mentioned many times. 
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Next is the progress of the medium-term management plan. 

ARR is our most important KPI, and in the first year, as mentioned earlier, we were able to achieve actual 
results of JPY2.92 billion against the plan of JPY2.7 billion. 

We are planning to achieve JPY3.67 billion this fiscal year, and I think we have made a good start in the first 
year of our medium-term plan. We would like to challenge various measures again to achieve the goal of JPY5 
billion. 
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This is a specific measure of the mid-term management plan. 

In the four measures, only one has been changed to strengthening payment services, but I think the first thing 
to do is to multiply the number of customers by the amount spent per customer, so I changed the way it is 
written to make this clear. We will continue to concentrate on advertising expenses in order to increase the 
number of customers. 

On the right side, in terms of increasing the unit price per customer, we would like to aim to increase the unit 
price per customer through cross-selling, first by implementing measures in the app market, then by 
strengthening settlement services, and finally by strengthening the Smaregi Time Card services. 
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Minato: This is the progress of concentrated advertising and marketing activities. 

In the previous fiscal year, we concentrated on advertising expenses.  

As for the effectiveness of TV commercials, we conducted a survey on recognition and other factors, and were 
able to achieve the top position in the industry in terms of market recognition, with 26% market share. In 
particular, I feel that the increased recognition among the manager class was very positive.  

In terms of leads, the number of leads received was approximately double of the previous year. 

The budget for advertising expenses for the current fiscal year is about the same as the previous fiscal year, 
plus an additional amount, to the extent that profits will not decrease. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
22 

 

 

Yamamoto: Next, I would like to talk about the progress of the app market. 

We have held app contests and encouraged the emergence of useful apps for our users. The number of 
published apps is 79 now. As mentioned here, we have about 900 development partners, both corporate and 
individual. 

The impact on sales is still very small, but this is a unique initiative that our competitors do not have. Through 
this add-on application, even in niche businesses, Smaregi is conveniently used, so we will continue to focus 
on this initiative. 
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The next measure is to strengthen payment services. 

We are focusing on this area since we have made PAYGATE a subsidiary, in addition to the Smaregi payment 
that we have been promoting for some time. 

Shall we go to the next page for the details? 
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The question is how to expand the service, and the answer, of course, is cross-selling. For new Smaregi 
customers, as for business negotiations planned in the future, we will aggressively propose a set plan for 
payment settlement. 

As for upsell, although it’s cross-sell, we are proposing an upgrade and replacement of payment methods or 
settlement service to some of the existing users of Smaregi, of which there are currently about 30,000 active 
stores. We will make proposals to the 30,000 existing users, asking them if they would like to switch their 
payment methods. 

Then, the other thing is that, although it says large-scale projects, we will continue to do proposal-based sales, 
which Royal Gate originally did independently. 

With these three points, we are aiming to surpass JPY1 billion in ARR within about two years from now. 
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Minato: This is the ARR trend for the Smaregi Time Card. 

Sales of time cards have also been steadily increasing, exceeding JPY300 million in ARR. We are continuing to 
add functions for cross-selling and cross-selling with Smaregi, so we will continue to acquire new users and 
also increase ARR. 

Yamamoto: So, we have just completed the first year of our medium-term management plan that we put out 
last year, and we are about to enter the second year. 

First, we will continue to focus on how to achieve our long-term goal of introducing 300,000 active stores, and 
in terms of our medium-term plan, how to quickly surpass JPY5 billion in ARR. 

It was quick and brief, but I would like to end the presentation of the financial results. 
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Question & Answer 

 

Endo [Q]: Okay, we would like to move on the question-and-answer session. 

We will answer as many questions as time permits, so please send your questions using the Q&A button at 
the bottom of the screen. Please note that the order of responses may change. If all questions cannot be 
answered in time, we will send out answer sheets to all participants at a later date. 

First, we would like to answer some of the questions we received when registered for the information session. 

This is the question. 

I would like to know more about the current status of the app market, which is the key to Smaregi 4.0. For 
example, a sense of the level of no-code and low-code development promotion, the frequency of problems 
caused by the applications you have collaborated with, and whether they are profitable. We are asked to 
answer not about the scale of the project, but rather the credibility of the business model. 

Now, in turn, Mr. Yamamoto, please. How do you feel about the progress of no-code and low-code 
development promotion? 

Yamamoto [A]: I think a couple of things had a mix in the question, but I guess to start with the progress of 
the app market. Thank you very much for the question. 

First of all, the level of no-code and low-code is quite difficult to develop, and it is not easy to make progress, 
as we have to consider, and then stop considering again. 

The app market team is more focused on biz dev, and they are working on how to create more useful apps by 
increasing the number of partners and working together with them before they can develop more easily with 
no-code and low-code. 

As a result, the number of partners has increased to 900, and the number of apps has increased to 79. As for 
no-code and low-code, I feel that it will take quite a bit of time yet. 

Then, as for the frequency of application glitches, we have not received any major glitches report here so far. 

Then, there is the question about profit. 30% of app sales are designated to come into Smaregi. It is difficult 
to judge whether 30% is too much or too little, but the monthly MRR is still less than JPY1 million, so it is still 
small. Therefore, I think it will take some time before it becomes profitable. 

However, as I mentioned earlier, the app market is now providing additional functions that can be used 
conveniently in various niche industries and business categories. 

The app that won the grand prize in the app contest this time is an add-on app that provides a system for 
farmers to easily manage their consignment sales at roadside stations, for example. We expect to see many 
more of these types of apps, as these will allow us to approach niche business categories that other companies 
have not been able to reach. 

Let's move on. Thank you for your question. 

We have been asked to provide the specific progress of the PMI at Royal Gate. 
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So, I think there are four progresses from the perspective of development, sales strategy, back office, and 
customer support. Mr. Minato, can you give an explanation? 

Minato [A]: First of all, on the development side, the linkage between Royal Gate's payment terminals and 
Smaregi is going smoothly, and we have already released the linkage on May 23. 

The development members feel that the PMI on the internal side is progressing well and that they are well on 
track for the absorption merger planned in July. 

How about the administration department? 

Yamamoto [A]: The administration department and back office have been consolidated and are now doing 
all the finance, accounting, and everything else on the Smaregi side. We have cleared all the issues, as 
recruitment will also be done on the Smaregi side in the future. 

Since we absorb and merge, we are streamlining the common areas with Smaregi quite a bit.  

I am sure that everyone is wondering about the extent of the deficit. Although it has been significantly reduced 
from the original deficit, it is still in the red. 

If we are to further reduce the deficit from this point, the only way is to cut SG&A expenses more and more, 
but there is a limit. We have now completed the process of cutting down to the limit. From here, how to 
increase sales is the point of internal discussion. 

Is that all for the progress on the PMI for Royal Gate? 

Thank you very much for the question. 

We have received many questions and have been asked if it would be possible to tell us about the scale of 
S&M's investments and specific strategies for this fiscal year. 

S&M, advertising, and salesman labor costs, what do you think? 

Minato [A]: As for expenses, we expect it will be a little more than the one of this fiscal year to the extent that 
profits will not decrease, as I mentioned earlier. Since we were able to acquire quite a few salespeople in the 
second half of the current fiscal year, we expect to see the personnel expenses in this area will be taken 
directly into account. 

In terms of recognition and lead acquisition, we would like to spend as much advertising money as possible 
on lead acquisition, but we also plan to continue working on recognition. In particular, we would like to focus 
on TV commercials for regional areas. 

Yamamoto [A]: In terms of budget, TV commercials probably have the largest weight. What will be the next 
step after that? 

Minato [A]: Events are a big part of it, if excluding TV commercials. 

Yamamoto [A]: Events and exhibitions. 

Minato [M]: Exhibition. 

Yamamoto [Q]: Are web-based measures, such as listings and SNS advertising, not that big in monetary 
terms? 
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Minato [A]: It's not as big as TV commercials, but it gets a lot bigger than what we've been spending on 
advertising. However, I would like to pick up advertisements that are as cost-effective as possible while doing 
various other things, and I would like to invest more and more in those advertisements. 

Yamamoto [A]: After a year of doing this, we have some idea of what works and what doesn't. 

Minato [A]: Yes, that's right. 

Yamamoto [Q]: Do you feel that you have already replaced quite a few of the ineffective ones? 

Minato [A]: Yes. 

Yamamoto [A]: Thank you. 

Thank you for continuing to tell us why and how you utilize share buybacks. 

At the same time as the financial results, the Company disclosed that it would buy back its own shares. The 
reason for the share buyback is as stated. We, as well as the younger members than the founding members, 
are now being promoted more and more to the executive ranks, or rather, are joining the executive team. 

One thing I would like to use them is for share-based compensation, or incentive, to motivate them. We are 
considering the use of these for handing over to the next generation, or rather, for human resource 
development. 

Another thing is, we are thinking of actively conducting M&A in the future, and since we have CVC-like 
function called Smaregi ventures, we would like to use it as a material for stock swaps and such. 

Move on to next. 

Assuming that gross profit will be maintained at the same level as the previous year, I think the gross profit 
will increase by almost JPY800 million due to the increase in revenue. What items in SG&A expenses will 
increase by almost JPY800 million? You commented that advertising expenses would not increase much, but 
what else would increase? 

Is it a more in-depth question? This person pointed out that gross profit would increase by almost JPY800 
million. Do you have something to say about this? 

But there is a deficit offset for Royal Gate, so I'm not sure if the profit is that plentiful. 

Minato [A]: Not really. 

Yamamoto [Q]: But is it an advertising expense? Labor costs for salespeople will also increase. 

Minato [A]: There will be more engineers, and labor costs are rising. Therefore, if we add up all the expenses, 
we are not sure if we will be able to spend that much on advertising in the current fiscal year, a little more 
than the previous year as planned. If we were to keep the profit. 

Yamamoto [A]: So, it's like investing in ads appropriately while not making that much profit. Thank you very 
much for the question. 

Also, in terms of negative factors during the year, we are running a campaign to offer payment terminals for 
JPY0, and I think we will take several measures to lower the initial equipment cost to capture MRR, so I think 
this will also reduce the gross profit margin a little.  
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That is all. 

Continuing on, I have received many questions. Thank you very much for the question. 

How would you summarize the effects of the advertising and promotion that you invested in the previous 
fiscal year? Acquisition appears to have been slow during the busy season. 

How is the effectiveness of advertising? It is difficult. 

Minato [A]: It is difficult. To be honest, we would have wanted to have had more customers, but I think that 
the effects of the TV commercials are slowly beginning to emerge. 

Yamamoto [A]: The effects of CM are easy to see in rural areas. 

Minato [M]: In rural areas. 

Yamamoto [A]: I think it fades a bit when it comes to Osaka and Tokyo. For example, when we run a TV 
commercial before an exhibition in Okinawa, customers came to the exhibition because they saw the TV 
commercial. 

We are currently focusing our sales efforts on the Kyushu area, and I think we will be able to measure the 
effects of our efforts there this year. 

And how about the fourth quarter, when it looks like the acquisition was slow during the busy season? This is 
true, though, isn't it? 

Minato [A]: Conversely, there was growth a little earlier in the season, which is not normally a busy season, 
and I think there may be a slight seasonal shift during the pandemic. 

Yamamoto [A]: Yes, that's right. We have been doing Smaregi for the past 10 years, and February, March, and 
April are usually the busiest months, but last year we didn't have that many customers. As Minato said, it was 
slightly dispersed during the pandemic. 

Incidentally, in response to this reflection, we are planning this year's monthly plan in a rather even way, so it 
is not a plan that expects a rush at the end of the year, which is busy a season for us. 

Minato [Q]: Is the free provision of PAYGATE terminals factored into the current financial results? What do 
you think? 

Yamamoto [A]: Yes. Equipment sales are set rather low and are factored in. 

Would you like to add your comment? 

Endo [A]: In terms of the current financial results, the disclosed financial results for the fiscal year ended April 
30, 2022, there were no sales for the ones we provided free or charge. As for the budget, it has been factored 
in for FY2023. 

Yamamoto [A]: Excuse me. Yes, it means that it has not been factored into the FY2022 fourth quarter financial 
results. 

Shall we move on? 
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Depending on the base of leads obtained this quarter, is there a possibility of building up the current quarter's 
marketing expenses during the quarter? How do you feel about the response to future growth in time cards 
and other services? What are the risks involved in aiming for an ARR of JPY5 billion? We have received three 
questions. 

We are trying to lock in profits, so if sales grow significantly more than planned, we may add to our marketing 
expenses. 

Next, how are you feeling about the future growth in time card service, etc.? Do you have any thoughts? 

Minato [A]: Until now, we have not implemented any cross-selling measures at all, but this time we have 
prepared products that can be sold and proposed at the same time as Smaregi by adding functions for human 
productivity, for example, which will enable us to cross-sell Smaregi. Compared to the one-year growth from 
the fiscal year ended April 2020, for example, we were able to nearly double the growth in the previous fiscal 
year, so we are hoping for further growth. 

Yamamoto [A]: Thank you. 

What are the risks involved in aiming for an ARR of JPY5 billion? 

Maybe a large cancellation or related things. The churn rate and MRR churn have been maintained at a low 
level, which was omitted from the explanation in the presentation material, but the denominator has been 
bigger, so the number of churns itself has been increasing slightly from before. We need to acquire newer 
clients to catch up with the denominator. In terms of the churn rate, the rate is the same, but the number is 
increasing, and this is a challenge. 

We know the reason for the cancellations to some extent. Some of them are unavoidable, but we know other 
various reasons, so we would like to take appropriate measures to address them. 

Continuing on, please tell us about the status of Royal Gate's payment services competing with GMO Financial 
Gate's in-person cashless services, if any. 

There are many competitors for payment services. For example, SMBC's stera terminal would be a competitor, 
and Recruit's AirPAY would also be a competitor. 

If we were to fight settlement alone, it would tend to be simply a commission game. Therefore, we are trying 
to cross-sell the products by selling them as a set with Smaregi, which we think is the most solid or reliable 
method. 

Next up. 

Is the hiring of engineers going well? I would like to know about the recruitment plan for each type of job. 

Can you answer? 

Minato [A]: Recruitment of engineers proceeded quite smoothly in the last fiscal year, and we were able to 
acquire a good number of infrastructure engineers, who are considered difficult to hire, and the best part was 
that we were able to strengthen this area. We will, of course, continue to hire engineers in the current fiscal 
year. 

In terms of job classifications, in the last fiscal year, recruitment in the sales department was quite successful. 
Recruitment planning, total. This term, we will continue to have about 40, though not quite 50. We plan to 
hire half as sales people and half as engineers. I guess I'm more of an engineer. Yes, engineers are more. 
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Yamamoto [A]: Thank you. 

You have reorganized the sales team and updated to a more agile selling system. What specific changes have 
you made to your sales team to make it more agile? Also, what issues led to the reorganization? 

Where to ask about the reorganization of sales team? Who wants to go? 

Now, though, what I find interesting as a trend is the huge increase in online business meetings. To follow up 
with this, for example, it is starting with inside sales and connected to online meeting. We have been good at 
face-to-face meetings in showrooms, but now we are seeing a significant increase in online sales. I have the 
impression that it is becoming more efficient. 

Also, if you have any updates in the sales structure? Sorry, that is all from me. If someone has any additional 
information, please comment later. 

Continuing on, the next question is if you can comment on the profit target, which is currently targeted at 
ARR. 

The first priority is ARR. The main focus is on how to expand ARR first, so profit comes next. So, if we can find 
a good measure to take ARR even at the cost of squeezing profits, we should do so. 

However, I think we should be very careful about whether or not to unnecessarily incur a deficit. Smaregi was 
originally a relatively profitable company, so I think it is possible to use all of the profits to invest in advertising 
and publicity, but it would gradually become less efficient. 

Since acquisition efficiency will decrease, we believe that we should be discerning about this while making 
sure that we are making a profit where we can. Therefore, we would like to manage our business while 
maintaining a balance between the two. 

Do you have any comments? I've said all that, sorry. 

Do we still have time? Do we? Since we still have time, if you have any questions, please do not hesitate to 
ask. Any questions? Nothing? 

Now, Mr. Endo, please. 

Endo [M]: Well, thank you all for your many questions. If you have any additional questions, please contact 
IR. 

Finally, we would like to inform you of the following. 

We also provide IR information through newsletters and other means. We also distribute monthly store 
counts and other informative reports. We hope you will subscribe. 

Now, this is the third financial results presentation that we delivered via live streaming. There are still many 
things we are not familiar with, and I am sure there were some parts that didn’t look professional, but thank 
you for watching this far. 

After the briefing, a questionnaire will be displayed on the Zoom screen. Please take a minute to complete 
this brief questionnaire, which takes you only one minute, and we look forward to hearing your honest 
opinions and impressions. We also have a section for individual interviews and additional questions. 
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Yamamoto [M]: We would like to continue to pursue our business activities in an aggressive manner to some 
extent in this fiscal year. 

The challenge of increasing advertising expenses is the second year now that we have gradually learned what 
works and what does not. So, we intend to increase the pace of customer acquisition by investing our budget 
with even greater precision. 

In addition, we have also been enhancing our cross-selling products, such as payment services, smart cash 
registers, and time cards, and we would like to actively propose these products to our customers as well. 
Through these efforts, we hope to achieve our mid-term management plan and surpass the JPY5 billion ARR 
mark. 

Through our investor relations activities, we are very much taking into account the opinions and advice from 
investors, especially institutional investors, and we would like to ask for your continued guidance and support 
in this area. We would appreciate your continued support. 

Thank you very much for your time today. 

[END] 

______________ 
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