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Presentation 

 

Endo: It is now time to start, so we will begin. Thank you for participating in our financial results briefing for 
Q2 of the fiscal year ending April 30, 2023, of Smaregi, Inc. 

Today's flow will begin with an explanation of the financial results disclosed yesterday, followed by a Q&A 
session. Questions are always welcome via the Q&A button on the viewing screen or by e-mail. We look 
forward to your questions. We also encourage you to use our chat function for non-question related inquiries. 

Mr. Kenichi Ito, Analyst, Corporate Research Department, ICHIYOSHI RESEARCH INSTITUTE INC., has been 
invited as a special guest for this financial results presentation. We will invite him to participate in the Q&A 
session in the second half of the briefing, where he will ask various questions from an analyst's perspective. 
Please see to the end. 

Now, Mr. Yamamoto, please begin. 

Yamamoto: Good morning, everyone. My name is Yamamoto from Smaregi, Inc. Thank you very much for 
your time today. 

The first half of the presentation will be a brief overview of the financial results, and the second half will be 
an interactive Q&A session with an analyst, Mr. Ito. As was announced earlier, we will be accepting real-time 
questions, and we hope to receive many of them, so please do not hesitate to ask. 

 

Let me begin with an overview of the financial results. As we disclosed the price revision on December 7, we 
have received many inquiries about it, so I would like to explain it first. 

For all users, including existing customers, we have revised the prices of the monthly usage fees for Smaregi 
and the related product, Smaregi TimeCard. 



 
 

 

Support 
Japan 050.5212.7790   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
3 

 

The overall price increase is roughly 15%. Half of Smaregi's sales come from software usage fees and monthly 
subscription fees, and the other half comes from sales of peripheral devices, such as receipt printers and cash 
drawers that handle cash. Half of the sales are subject to this price increase.  

Although we have given guidance that the outlook for the future is still unknown, we have naturally run some 
simulations internally. However, it is still difficult to see how many cancellations there will be, how much 
impact there will be on new contracts, and potential customers. We will make an announcement as soon as 
we have a certain degree of certainty. Thank you. 

 

This is the income statement. 

As of the end of Q2, the sales progress rate was 47.2%. Net sales were JPY2,641 million, cost of sales was 
JPY1,026 million, gross profit was JPY1,615 million, SG&A expenses were JPY1,217 million, operating profit 
was JPY397 million, ordinary profit was JPY400 million, and quarterly net income was JPY506 million, all of 
which are slightly inflated. The explanation is shown on the right. 

We made Royal Gate Inc., a payment company, as a subsidiary, and then, merged it in July. The net income 
has been accumulated as a result of the recognition of a gain on extinguishment of tie-in shares due to that 
absorption merger, and the recognition of a gain on adjustment for income taxes as a result of examining the 
recoverability of deferred tax assets based on an estimate of future taxable income after the merger. 
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Next is the balance sheet. This is also a result of the absorption merger, which has resulted in an increase in 
fixed assets and current liabilities, but otherwise maintains a stable financial base. 

 

The following is the quarterly trend of net sales, operating profit, and operating margin. Net sales for the 
quarter were JPY1,413 million. We believe that we are building up well. The operating margin was 15%. This 
is almost the same level as the previous quarter.  

Although advertising expenses and other expenses will be mentioned later, we feel that we have been able 
to control the operating margin to some extent better than in the previous fiscal year. 



 
 

 

Support 
Japan 050.5212.7790   North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support    support@scriptsasia.com 
5 

 

 

The next slide is about the quarterly changes in net sales. 

As explained in the price change section at the beginning of this explanation, there are two major segments, 
or categories, with about half of the sales coming from monthly subscription fees and the other half from 
equipment sales. 

The dark blue portion of the graph shows JPY815 million for monthly usage fees, etc. and JPY561 million for 
equipment sales, etc. Subscriptions accounted for 57.7% of sales. 

As for the gross profit margin, the gross profit margin on initial costs was about 37% to just under 40%, and 
the gross profit margin on SaaS was 75.9%. The gross profit margins declined slightly in both categories. Since 
Royal Gate, a payment company, was originally a loss-making company, its profit margin was a little low. Our 
gross profit margin has fallen slightly as a result of incorporating this. 
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The next [slide] shows the changes in SG&A expenses. The total amount was JPY631 million. Since net sales 
for the quarter were JPY1.4 billion and S&M expenses amounted to JPY280 million, S&M ratio was 19.8%. This 
was mainly due to the increase in personnel costs and the use of advertising expenses. 

 

Next is the quarterly changes in advertising expenses. 

It can be said that advertising expenses were considerably lower than in Q1. The graph shows the trend from 
the previous year. Last year, we were not able to spend much in Q1, but in H2, especially in Q4, the budget 
was used up in one fell swoop and not used evenly.  
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However, this fiscal year, we have reflected on this situation and adopted a strategy of using advertisements 
well from Q1, so we believe that we were able to spend well in Q1 and Q2. 

The breakdown is divided into three categories: advertising for lead acquisition, advertising for increasing 
recognition, and others. We are gradually spending more on advertising to acquire leads and spending less to 
increase recognition.  

 

Next is the growth in number of employees. 

We are now up to 232 employees. Through IR activities, we have received many questions about the number 
of employees for the current fiscal year, so we have included disclosure of the number of employees as a plan 
or target for the current fiscal year, which is 260. 

Although it is not necessarily going to be as planned, we will continue our recruiting activities with a goal of 
260 employees by the end of this fiscal year. 
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Next is the trend of ARR. 

ARR is the most important KPI in our mid-term management plan, and we are targeting JPY3.67 billion for the 
current fiscal year. The actual results so far are JPY3.32 billion. 

We recognize that the ARR of the payment service is growing significantly due to the accumulation of monthly 
usage fees and payment fees, in addition to the monthly usage fees for the Smaregi service and the monthly 
usage fees for the attendance service called Smaregi TimeCard.  
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Continuing with the composition of plan categories with fees. 

The total number of paying stores is 26,684. The total number of registered stores, including no-fee plans, 
now stands at 118,631. Therefore, there are 91,947 no-fee stores. 

Each plan is steadily increasing. The retail business plan is growing a little, but this is not due to any particular 
factor, and we think it is within the margin of error. Rather than focusing on one or the other, all plans are 
equally growing.  
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This is the number of active stores. 

One of our KPIs is the number of active stores, and although we announce that we have more than 110,000 
registered stores, there are many accounts that are not actually being used. The monthly usage fee for 
Smaregi includes both no-fee and paid plans, and the no-fee plan includes many customers who have 
registered only for an account but do not use the service. Therefore, we place importance on the index of 
active stores.  

Most of the 26,684 stores on the paid plan are naturally active, but the no-fee plan is rather mostly inactive, 
with about 7,739 stores now active on the no-fee plan. 

As a long-term plan, we are currently working toward our goal of 300,000 active stores by 2031. 
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Next is the MRR by quarter of start of service. 

This graph shows the MRR accumulated by customers since the beginning of the fiscal year ending April 30, 
2023, and this graph shows a steady accumulation. 

This table shows the results for POS registers only, which is written in parentheses, with MRR JPY200 million 
for Smaregi's POS service alone. 

Since the churn rate is low, I think we can see that customers who have been using the service for a long time 
are also continuing to use it, as shown in this lower layer. 

We are also working on cross-selling, or raising the revenue per customer, by offering Smaregi TimeCard and 
PAYGATE, a payment service, to Smaregi users. We have not been able to fully compile the data, but we would 
like to disclose it when it has been successfully compiled. This cross-selling activity itself is being pursued 
rather aggressively. 
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Lastly, in terms of Smaregi's M&A strategy, we are a software company, so when we think about future growth, 
we are debating whether we should create services one by one or whether it would be quicker to do so 
through M&A. We are aware that we can accelerate our growth speed by actively conducting M&A based on 
such a build or buy approach.  

We have three policies. Simply put, our policy is to have Smaregi as the main axis and not diversify too much 
beyond that. We would like to target services or companies that contribute to increasing the number of 
customers and the revenue per customer for the first and the second policies. Therefore, the first is to acquire 
more customers, which means that we are widely considering other companies in the same industry and 
cloud-based POS vendors, domestically as well as overseas. 

The second is to increase the revenue per customer, which is targeted at software companies and digital 
gadget companies that provide services that fit perfectly with Smaregi's customers. 

The third is to acquire IT engineers. It is challenging to acquire IT engineers not only for our company, but for 
any company. We are targeting companies that have a large number of engineers, such as system 
development companies and system integrator companies, for the purpose of acquiring IT engineers. 

We are now considering M&A for these three targets. 
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Now, going to the last page, the medium-term management plan. 

We are now right in the middle of the second year, so we have progressed right to the middle of the medium-
term management plan. 

Our major goal is to break through the JPY5 billion ARR mark, and we are currently at JPY3.32 billion. This 
year's target is JPY3.67 billion, so I think it is becoming quite realistic. We will continue our activities to increase 
ARR and MRR as our most important priority. 

We will also continue to work hard toward our long-term goal of surpassing 300,000 active stores by 2031. 

I am afraid that this was a bit abbreviated, but I would like to conclude with the explanation of the financial 
results. 
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Question & Answer 

 

Endo [M]: We will now proceed with the Q&A. We will answer as many questions as time permits, so please 
use the Q&A button at the bottom of the screen or send us your questions by e-mail. 

For similar questions, we will answer them all together. If we are unable to answer everything in time, we will 
send a collection of answers to all participants later. 

Next, we would like to introduce our panelist. Mr. Kenichi Ito, Analyst, Corporate Research Department, 
ICHIYOSHI RESEARCH INSTITUTE INC., has been invited as a special guest to this financial results presentation. 
We hope to receive a variety of questions from an analyst's perspective. 

Mr. Ito, please go ahead. 

Ito [Q]: Thank you. Looking at the questions you have received, I would like to start with a question about the 
price increase, as it is one of the most frequently asked questions. 

I will start with a simple question: Why was the price raised in the first place? 

Yamamoto [A]: Thank you. It is somewhat a policy, but it was not that we were having a particularly difficult 
time due to soaring costs or the impact of foreign exchange rates. For many years now, and especially since 
our listing, we have received comments from foreign institutional investors that we should raise our prices, 
or even if we raised our prices a little more, our customers would follow us. 

As for the Smaregi service, the last time we set this price was in 2014, so it is now over seven years old, and 
we have had two major version upgrades in the last seven years. We have been updating or improving the 
functions of the software every month, but we had lost the timing to revise the price. Therefore, rather than 
raising the price due to a rise in costs, we decided to raise the price slightly because we believe that we have 
raised our service level sufficiently and that our customers are satisfied with our services to a certain degree. 

We raised the price in the hope that we could use the funds from this price increase to raise the level of service 
again, leading to a good cycle. 

Ito [Q]: I see. Is it correct to understand that the ARR and MRR will be affected by the January’s sudden price 
increase? 

Yamamoto [A]: Yes. The increased price will be reflected from the January billing. Will it be reflected in sales 
from February? 

Endo [A]: The price will increase from January. 

Yamamoto [A]: It's from January sales. 

Ito [Q]: This time, I think it is about 15% overall, on average. I think everyone is probably concerned about the 
possibility of a slowdown in the acquisition of new customers simply on the negative side, or existing churn.  

In fact, I think the price was raised after quite a bit of simulation, so I don't think I would say zero, but I 
personally feel that it may not be that much of an impact. The nature of POS is very essential in the first place 
and not a luxury item.  
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Therefore, I don't think it will affect you that much, but what do you think of the response? As for the churn 
rate, do you have any certain rate that you think would work out well up to this level, or do you have a rough 
idea of the impact? 

Yamamoto [A]: I think the stores may not like the idea, but our engineers and staff are determined to provide 
a good service, so we will do our best. 

In terms of new contracts, Smaregi is a freemium model, or rather, there is a no-fee plan. The no-fee plan will 
continue as is, so the low hurdles for introduction and low hurdles for consideration will remain the same. 
From there, the register functions can be used free of charge, then we charge a fee for the one step further 
function with a business system. This model will remain the same. 

Therefore, I believe that the initial low hurdle for introduction will not change. We are still considering a bad 
case scenario for new contracts. I don't think that a 15% price increase will result in a decrease in customer 
subscriptions much, but we are still assuming both cases. 

As for cancellations, there may be some customers who decide to cancel their contracts because they cannot 
afford the higher prices. I would like to keep a close eye on that. As you mentioned that it is not a luxury item, 
the cash registers need to be replaced, and since they are necessities, a considerable period of consideration 
is required when replacing them. We are assuming that the churn rate may increase in the next three to six 
months after the price increase as the negative effect, instead of January. 

Ito [Q]: I understand. Thank you.  

One question we have received regarding the price increase is whether there will be another initial cost to 
customers when they replace their cash registers because of this price increase. Is that basically what it would 
be? I believe there are several devices, such as Glory's, that your company uses. When this is switched to 
another company, for example, will the customer have to make an initial investment in the hardware as well? 

Yamamoto [A]: There are several cloud POS competitors, but to some extent there is not that much lineup of 
devices. For example, we use Epson, Glory for automatic change machines, and a printer manufacturer called 
Star Micronics. There are only a few other companies in the lineup, so it is likely that other POS vendors are 
using the same equipment, so switching costs may not be that high. 

However, I think that the time and inconvenience of having to stop and re-register the POS data that has been 
accumulated is more expensive than the cost of the equipment, and the switching cost may be high. 

Ito [Q]: I see. Thank you. 

I believe you answered this earlier, but are there any large customers that may be delayed in price revisions? 
If so, what is the ratio? Since you say that there may be gradual cancellations due to the price increase, doesn't 
that mean that all impacts will show in January? 

Yamamoto [A]: By large scale customers, do you mean several hundred stores or something like that? It's the 
same for all customers, whether they are large companies or individual merchants. 

Just a few things, regarding this price increase.  

It was announced on December 7, so it's been about a week already, but we haven't received that many 
inquiries. We are receiving some, but not a great number of inquiries. Some customers told us that it is too 
short of the period between the announcement on December 7 and the introduction on January 1, and they 
said they would not be able to prepare for that. We will make a few exceptions and delay the price increase 
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a little bit for those customers who are not ready to accept the price change. But for most of them, we will 
change prices starting January 1. We will increase prices for almost all of them. 

Ito [Q]: Next, one of the very many questions we have been getting is what do you do about advertising costs?  

As you explained earlier, you have been trying to spend consistently since Q1, and I think there were quite a 
few people who felt that advertising expenses did not increase as much as they had expected in Q2 as well. 
We would like to know how you view advertising expenses in H2 and beyond and, based on that, in the next 
fiscal year and beyond. 

I am wondering if it is not a model where the more advertisements you run, the more your monthly billing IDs 
will increase, even with the price increase. I think there might have been quite a few people who inferred that 
advertising expenses would not increase that much in the next fiscal year and beyond even with this price 
increase.  

Can you give us your thoughts on advertising? 

Yamamoto [A]: Originally, we had not done much advertising, so we decided to gather knowledge, and, for 
the last year and a half, we have been trying various measures such as TV commercials, radio ads, and SNS 
ads, and if they were effective, we continued them, and if they were not, we considered other advertising. 

As I mentioned earlier in the presentation, I think we are getting pretty good at distributing the budget 
throughout the year. The amount might be small, but we would like to do so carefully. Sales staff are getting 
a pretty good feeling that the more advertising we do, the more leads and inquiries we get. 

We can see that we are able to increase potential leads if we go a step further. However, as the number of 
leads increased rapidly and the number of business negotiations increased, each negotiation became a little 
rougher than before. We have been hiring salespeople for a long time, but we have seen a slight decline in 
the closing rate of these salespeople, and we have also seen that they have not been able to successfully guide 
customers to contracts and deliveries. It was a waste. 

It would be a waste if the closing rate drops even though we have gone to the trouble of using advertisements, 
so we are reviewing this once again, and are also working on internal training and creating a system that 
enables even new employees to successfully navigate the entire process from lead acquisition to delivery and 
customer success.  

That said, we are using advertising on the edge of the line. I felt that if we advertise any further, our operations 
will probably become cluttered, so we kept it to the very last possible moment. 

Ito [Q]: Is your company's sales force quite dependent on individual expertise, or do the results vary greatly 
from person to person? 

Yamamoto [A]: We rarely make sales proposals, but one thing that is very difficult when we receive inquiries 
from customers is that, for example, if a clothing store wants to install a cash register because they are having 
trouble managing their inventory, we cannot make a proposal unless we have some know-how in inventory 
management, or we cannot guide the customer.  

On the other hand, there will be different requirements from wanting to install a cash register in a café. If it 
were a café, we would tell them to operate it in a certain way. If it is an izakaya, we would tell them to set the 
register and operate it in a different way.  
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Each business type is very detailed, and it is difficult to ask a salesperson who joined the Company three 
months ago to answer all the questions in a multi-faceted manner. 

We will be accumulating knowledge as a team and then handling it as a team. Nevertheless, I still think that a 
minimum knowledge of each salesperson is necessary. 

Ito [Q]: I see. In that case, the price increase will of course enable you to recruit more people, but you need 
to also improve the quality of the supply side. 

Yamamoto [A]: Yes. I would like to make sure that the advertisements used in both ways will lead to a 
successful contract. 

Ito [Q]: I see. If so, would it be correct to say that you will continue to monitor the growth of the human 
resource area in the next fiscal year and beyond, while forecasting the advertising area somewhat during the 
term? 

Yamamoto [A]: Yes. 

Ito [Q]: I understand. Thank you. 

I would like to ask you my question now. I think that your company's most important KPI right now is the 
number of paying stores, and you have been advertising since last year with the aim of increasing the number 
of paying stores to about 500 per month this fiscal year. I have been following the progress of KPI since last 
year, hoping to see some positive results. 

After H1, I had the impression that things were gradually improving in November, even though the progress 
was still a bit unsatisfactory. Can you tell me what is missing to increase the monthly number of stores to 
another level, and if there are any issues this fiscal year? 

Yamamoto [A]: Though there are cross-selling services such as payment services and Smaregi TimeCard, our 
main foundation is Smaregi. We are not only spending on advertising, but we have also started organizing 
user groups. We have organized one user group before, and we were talking with existing users about posting 
their stores. In the context of store management or to promote local towns, we started to organize off-line 
meetings and study groups among users. 

We are working to expand the scope of this event by inviting people who are not Smaregi users to join. In this 
way, existing users can take the initiative and involve non-users, and users can tell them how they can better 
manage their stores if they use Smaregi in this way. In a sense, we can nurture leads, and the users can do 
that for us. 

Then I was going to say something else just now, but I forgot. We are starting to take on some new challenges, 
and we would like to provide services that are more generous and convincing than those that simply advertise 
and reap the rewards, so it may be difficult to explode all at once. 

Ito [Q]: How is business confidence on the customer side? I think that your company will get some impact 
from food service, retail, domestic travelers, and possibly even inbound travelers, as there will be another 
round of travel support after January. Do you feel that the external environment has improved in this area? 

Yamamoto [A]: I have not been able to listen to all of their voices, but I think there were many who were 
depressed or defensive at one time. But now, there are many who would like to reopen new stores from this 
point on. 
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In the context of DX, they are considering the use of cash registers, and in response to the problem of not 
being able to hire part-timers, we have received inquiries about replacing the cash register with a contactless 
ticket vending machine, cashless machines, etc., due to the influence of COVID-19 as well as about improving 
the operation and opening new stores, so I don't think the outlook is bleak. 

Ito [Q]: I see. Thank you. 

The next major topic was the return of about JPY60 million in ARR from Q1 to Q2 in the payment services area, 
which I think was a major highlight. The Company acquired a company with a considerable loss, the President 
himself has been taking the lead in PMI, and I think it is starting to produce some results.  

What is the current status of the payment services? 

Yamamoto [A]: I think it's great that MRR has built up considerably with the payment service. I think there is 
still a lot of potential because the affinity with the Smaregi and the service is very high. Since this was our first 
M&A after going public, we created a PMI team from various departments and are still working on it, and I 
think we have accumulated a lot of know-how. 

However, as you mentioned earlier, we bought a loss-making company. The deficit is decreasing considerably, 
or rather, I think it is showing in our business performance, but it does not affect us that much. We are working 
hard on improving the operations of the loss-making company and internal reforms. Even though we are 
spending a significant number of resources on it, if we can overcome this, I believe that the affinity of our 
services will improve even further. 

Ito [Q]: What is the reason for the acceleration in growth from Q1 to Q2? 

Yamamoto [A]: For existing Smaregi customers, as well as for new clients, we always make a set proposal to 
consider PAYGATE, and we are getting a certain number of contracts, so I think there is an impact there. 

Ito [Q]: I see. Which is more responsive: existing or new? Are both equally responsive? 

Yamamoto [A]: Both. I mentioned earlier that we have started a user group, but to be frank, salespeople at 
Smaregi devote so much time each month to acquiring new customers that they don't have time to do follow-
up work with customers after they sign a contract. Once a contract is signed, they need to work on the next 
potential client. Therefore, the customer success team, not the sales team, does the follow-up work, but I felt 
that there was not enough communication with existing customers. We started a user group for that as well. 

It may sound a bit harsh, but as we are planning to cross-sell or make various proposals to existing users, if 
the distance between us and them is too long, it will be like cold calling again. We thought it would be better 
to make a closer call to the customer and ask them what they think of such and such a product, so that the 
temperature would be higher. We have been doing user groups for that as well. 

Not all new customers, of course, say that they also introduce the payment service, but there are a certain 
number who say yes. Existing users are another story. If we talked about the product while closing the distance 
between Smaregi and the customer, they would be willing to consider it. I think the nature of the work will be 
different between them, so we may do it in different ways. 

Ito [Q]: As mentioned in today's presentation material, your company discloses its GMV, and since it is just 
under JPY400 billion for three months, the monthly equivalent is more than JPY100 billion in payments made 
by your Smaregi users. Since about half of the sales are cashless, the potential of the payment business is very 
high in your company, and I think that you have the potential to achieve an ARR as high as that of Smaregi 
just by making solid cross-selling efforts. Am I correct? 
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Yamamoto [A]: We are doing our best to make sure that is the case. If we say that we will not sign a contract 
unless the Smaregi and payment system are a set, we will lose flexibility.  

For example, we have a relationship with some customers who want to use only Smaregi because they are all 
using other companies' payment systems in the shopping arcade, so we will work with the customers, but we 
will try to encourage them to use the payment system when we have the opportunity. 

Ito [Q]: Will there be more new customers for Smaregi that you were able to get through payment system? 

Yamamoto [A]: Yes. The advertising expenses for acquiring leads have increased a little, but it is completely 
through keyword advertising, so to speak, through listings and other advertising. Up until now, we have only 
used keywords such as POS, inventory, and cash registers, but we have added cashless and payment to those 
keywords. We are now getting more leads from cashless and payment keywords, which is a positive 
development. 

Ito [M]: Indeed, if I were planning to open a restaurant, I would first be concerned about how to do the 
payment before thinking about a POS register. 

Yamamoto [M]: There are many different payment systems. 

Ito [Q]: I see. Thank you. 

I'm sorry, there is a question we received. It goes back to the previous question. Paid stores increased by 22% 
YoY. What would the total be between existing and new? 

Also, are they a chain store or an individual stores? As I recall, last year there were quite a few large contracts 
with chain stores, but what is the situation by size this year? 

Yamamoto [A]: In terms of percentage, not much has changed since before. The two types of customers are 
roughly evenly split between those who are opening new stores and those who are already operating stores 
and are replacing them. The breakdown of business meetings is roughly 50/50. The ratio of new store 
openings and cash register replacements is roughly half and half. 

It is true that the number of large companies is increasing, but the number of inquiries from individual stores 
is also increasing, so in terms of the scale of inquiries, the number of both large companies and individual 
stores seems to be increasing. 

Ito [Q]: I understand. 

We received another question. You have set a goal of 300,000 active stores for the current number of 30,000, 
but can you tell us a little more about the details here and how you plan to proceed along this path? 

Yamamoto [A]: In the sales strategy, I said I forgot what to say, but it's the same thing. I always tell people 
that the targets of Smaregi are retails and restaurants, and that we are targeting two major types of businesses. 
A closer look reveals that among retail stores, there are food retailers, apparel stores where manufacturers 
sell directly, select stores, furniture stores, used clothing stores, general merchandise stores, and so on. The 
business categories are highly subdivided. 

Restaurants are the same, and restaurants are more segmented, with pizza shops, fast food, beef bowl chains, 
cafes, etc. The business categories are very subdivided. Each customer needs a completely different system. 
If we look only at the checkout part, everyone can use the system in the same way, but if we look behind the 
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system to the point where it is easy to monetize the system, the functions that everyone wants are very 
different. We started to understand very clearly that the operations they want to do are different. 

It would be quite difficult for Smaregi to implement all of this, one by one, if we were to create the functions. 
With the version called Smaregi 4.0, we are developing an app market. The basic part of the system that can 
be used in any store will be provided by Smaregi, and we will provide it as a platform. From there, niche 
functions tailored to each business type and detailed in-depth functions can be developed not only by Smaregi, 
but also by third parties and third-party companies through APIs. We are working on that kind of ecosystem 
activity, where we can also resell them. 

This is now the biggest feature of Smaregi. None of our competitors are currently doing this. We will dig deep 
into this area and carefully work with development partners to provide each of the functions that stores in 
various business categories have been asking for. I would like to adopt such a strategy, which will lead to 
future sales strategies and product development, and I would like to work on such an axis in the future. 

Ito [M]: Then I think it probably connects to the price increase. If people simply compare your prices and 
current features with the competitors, they might choose the other company, as it is a little cheaper. 

On the other hand, if the app market is going to be very well developed, they may think that they need to 
keep in touch with Smaregi as Smaregi will continue to develop, and if they don't use Smaregi, they may not 
be able to solve certain things later. Then, this slight price increase is not going to be a problem at all. I think 
it will be understandable from the customers' point of view. 

Yamamoto [M]: Yes. I hope so. 

Ito [Q]: The unit price of apps itself is not that high in the app market by any means, so I think it will be quite 
a while before the app market contributes to earnings. 

On the other hand, I think the number of applications has increased considerably. How do you see this? 

Yamamoto [A]: Regarding the app market, we have a BizDev team, and we have about a little under 100 apps 
now, increasing to about ninety-something, and there are a lot of different apps out there. In the past, 
customer and member management at stores used to involve handing out membership cards and stamp cards, 
but nowadays there are so many LINE member applications.  

Also, while using the Smaregi system, the LINE mini-application linkage and app linkage are selling very well. 

Also, retailers are always doing e-commerce, so I think Shopify is growing very fast right now. We have been 
receiving a lot of positive feedback about the integration of Smaregi and Shopify, such as the sharing of 
inventory. It seems that such hits are gradually emerging. 

Ito [Q]: Is the number of partners who develop that expanding steadily? Can I assume that it is still growing? 

Yamamoto [A]: Yes. Partners can get started much more easily by adding functions they need on top of 
Smaregi, rather than creating a POS register from scratch. I believe that the number of development partners 
will still increase, as it would be quite beneficial to create an additional application for Smaregi to reach the 
customers of the more than 30,000 stores that are currently active. 

Ito [Q]: We received a few questions regarding future business performance. I think you are limited in what 
you can tell us about the Company's plans for the next year and beyond at this stage? I honestly believe that 
there are a certain number of people who feel that it will be profitable next year based on H1 results, as is the 
case with today's stock price. 
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That said, on the other hand, there was talk earlier about recruiting and training people well and increasing 
advertising to some extent along with that, so I'm wondering how that would work? Considering this medium-
term plan, your stance was don’t look at profits so much, but maximizing ARR is one of the main premises of 
the plan. 

On the other hand, now that we are about halfway through, I was wondering if your perspective has changed 
a bit, and I think there are some people who think that you will grow while retaining some more profit. Has 
your investment policy changed a bit between the stage when you formulated the medium-term plan and 
now that you are about halfway through it? 

Yamamoto [A]: Yes. There was a period just over a year ago when the stock price dropped dramatically, not 
only for Smaregi, and in my conversations with institutional investors, I received a lot of advice to step on the 
gas more and more, and to invest more in growth, even if it means going into the red. In the last one year or 
so, the opinion has changed to one that proper profit is more highly regarded, and I am aware that the way 
we are viewed in our IR activities has changed considerably. 

Smaregi itself was originally a company that was very good at making profits, so right after it was listed on the 
stock exchange and before the current mid-term business plan, it was easy to achieve an operating profit 
margin of 20% to 25%. So, in total, our operating profit margin is around 10% to 15%. 

From here, I am not sure yet whether we still have to create growth drivers even if we have to go into the red. 
I also talked about the advertising expenses, and how the closing rate is declining, and I really don't want to 
waste money. I believe that the corporate culture is not to take a big plunge. It’s more that how much we will 
be able to hold on in this situation. 

I think this is a company that can quickly become profitable. I think we are good at shedding waste. Now the 
challenge for the current management team is how well we can make use of the money. 

Ito [Q]: I understand. Thank you. 

I will read out some of the questions we received.  

First of all, many comments said that your disclosures on the IR are great. I strongly agree with this, as an 
analyst. You provide monthly reports and other information, which are very clear. 

In this context, we have a question as to whether you can disclose in a timely manner if there is a large client 
acquisition in the future? 

Yamamoto [A]: First of all, thank you for the compliment on the IR. We are working on a team now. We would 
like to continue to do so with fair disclosure in mind. 

We are grateful that MRR accumulates at once when we acquire a large customer; however, if a customer 
cancels the contract, the MRR can drop dramatically, and there are large fluctuations. We put importance on 
large clients as well as small- and medium-sized individual shops. We would like to treat them equally. I am 
not sure if we will do PR, even when we acquire a large customer. I think it would be a bit difficult, as the 
customer may or may not give us permission to publish it. 

Ito [Q]: By the way, what is the approximate number of stores in your company right now with relatively large-
scale customers? 

Yamamoto [A]: There are some chain store customers with 500 stores to 600 stores. 
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Ito [Q]: So, a cloud-based POS cash register can handle up to that scale? 

Yamamoto [A]: Yes. There is no problem at all in using it as a cash register in a store. When the number of 
stores grows to several hundred, it is necessary to connect them to the core system and various information 
systems, so of course, Smaregi alone is not enough. It can be used by chain stores as long as it is just a cash 
register in the store. 

Ito [Q]: We have received a question about Q2, perhaps in response to the announcement of the price 
increase. It says: “I was expecting an upward revision. You said earlier that the impact of the price increase is 
honestly not at all predictable, but what do you mean by ‘a certain degree of certainty’ when you said at the 
beginning that you will make an announcement after you have ‘a certain degree of certainty’?” 

Yamamoto [A]: I can't say anything yet about the outlook for performance. I’m sorry. 

Ito [Q]: Next, this is an accounting question, about the allocation of the acquisition cost of Webnics K.K.. I'm 
sorry, I'm not quite sure what this is about. Could you explain?  

Yamamoto [A]: We haven't disclosed it too widely, but we bought one service from a system development 
company in Fukuoka, and I think that's what the question is about. It is for reservation management for stores 
and a service to create store apps, but since it was not that big, we did not cover it as a topic. Is the question 
asking about the acquisition cost of the company? 

Ito [Q]: Is there a possibility that negative goodwill will appear as an extraordinary gain? 

Endo [A]: We can't give you a clear answer at this time because we are in the process of discussing the PPA 
regarding the allocation of acquisition costs with Webnics K.K.. At this point, we are looking at the possibility 
of a goodwill accrual gain as unlikely. 

Ito [M]: I have gone through all the questions that we received and the ones that I wanted to ask you. 

Yamamoto [M]: Thank you very much. How many questions have you received? I am not able to see it. 

Ito [Q]: Earlier, you mentioned the preconditions for achieving 300,000 active stores. What is the GMV, what 
percentage of that is your payment system, and what take rate can we expect for the payment system? 

Yamamoto [A]: I see. GMV in the current fiscal year of 300,000 stores? I'm sorry, but we haven't figured that 
out yet. 

Ito [M]: A little over JPY100 billion per month with 300,000 stores, or 10 times that if you do a simple 
calculation. 

Yamamoto [A]: 10 times more. So, I say it’s around JPY3 trillion. The take rate is not that high, but the take 
rate before the acquisition of PAYGATE was very low. We were only able to get a little bit of money from the 
Smaregi Payments, but this time, the take rate is quite high, but still not that high.  

Moreover, there are various types of payments, and for example, with VISA and MasterCard, we receive a 
relatively large amount of profit, while with JCB and AMEX, we receive almost none. QR and other things are 
also different from each other, so it's hard to say, but it is very low, like zero point something. It is a buildup 
of that. 

Right now, the fixed monthly portion of PAYGATE's MRR is quite large, and the payment fee is still small. We 
expect more in the future. 
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Ito [M]: In any case, with the increase in the number of stores and the number of active stores itself, I still 
think that the total payment amount and GMV will increase to a certain scale. 

Yamamoto [M]: Yes. That's how it piles up. 

Ito [Q]: I think that the fees for a payment service that customers would have incurred have probably been 
reduced a bit more than they would have been by joining your company than when PAYGATE had been a 
stand-alone company. How is the synergy around here? 

Yamamoto [A]: PAYGATE used to adopt a sales method in which prices were not stable or rates were 
determined on a case-by-case basis, but we changed it to a uniform rate, and I think this has stabilized the 
revenue per case considerably. We are still at that level. 

Ito [Q]: I understand. Is there still quite a bit of room for improvement in this area? 

Yamamoto [A]: There is more. 

Ito [M]: Perhaps the take rate itself has some market price, so I think it is like trying to keep up with the market 
price. By making it uniform among them, the average is a little more, or a lot more. 

Yamamoto [A]: It's up quite a bit. We are also negotiating with credit card companies in a variety of ways, 
and I feel that our negotiating power has increased considerably since we now have more than 30,000 existing 
Smaregi merchants active, so it is becoming easier for us to earn a relatively high profit margin. It is getting 
easier to get them every year. We negotiate with credit card companies on the premise that Smaregi will be 
the best in Japan in the future, so it is much easier for us to do so. 

Ito [M]: I have read all the questions. 

Yamamoto [M]: Thank you for asking questions on behalf of everyone. 

Endo [M]: Thank you all for your many questions, some of which we have summarized and answered. 

Now, finally, I would like to make an announcement from IR.  

We also provide IR information via our newsletter and LINE. We also send out informative reports every 
month, including monthly registered store counts, so please be sure to sign up. We also have a section for 
individual interviews and additional questions. Please take advantage of them. 

Yamamoto [M]: Please register. Are you registered? 

Ito [M]: I get your emails all the time. 

Yamamoto [M]: Thank you very much. We are doing both an email newsletter and LINE, so please sign up. 

We are now in the middle of December, which naturally means we are approaching Q3. December is usually 
a bit of a quieter month than usual, because in December, during the year-end and New Year's holidays, 
everyone is not in a situation where they are considering replacing their cash registers when the stores are 
busy, so it is difficult to increase performance during this Q3.  

Nevertheless, everyone is busy on site and working now, so we will continue to tighten up and do our best in 
Q3, and I think we are now in a rather good trend, so we will continue to push forward and do our best to 
achieve good results for the full year of this fiscal year as well. We look forward to your continued support. 
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Today, as a new challenge, we have invited an analyst, Mr. Ito, to come all the way to Osaka, to the head office 
of Smaregi, and we have proceeded in an interactive manner.  

IR would like to challenge new things more and more, and we would be very happy if you could give us your 
impressions of today's event, so please give us your feedback. Thank you. 

Mr. Ito, do you have a final word? 

Ito [M]: Thank you for inviting me to this wonderful and honorable meeting today. I support your company's 
rapid growth and look forward to working with you in the future. 

Yamamoto [M]: That is all. Thank you for joining us today. We ask for your continued support. 

[END] 

______________ 
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