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Presentation 

 

Moderator: The time has arrived, and we will begin. Thank you for your participation in the Smaregi, Inc., Q3 
FY2023 Financial Results Briefing. 

Today's flow will begin with an explanation of the financial results disclosed yesterday, followed by a Q&A 
session. 

Mr. Daisuke Harada, Senior Analyst, Research Department, QUICK Corporate Valuation Research Center has 
been invited as a special guest for this financial results presentation. We will have a Q&A session in the second 
half of the briefing, where he will be able to ask various questions from an analyst's point of view. Please stay 
with us to the end. 

Now, Mr. Yamamoto, please. 

 

Yamamoto: Good morning, everyone. I am Yamamoto, Representative Director of Smaregi. Thank you very 
much for your cooperation today. Once again, thank you for watching. 

I would like to begin with an overview of the Q3 results. 

First, I would like to discuss the revision of the earnings forecast. We disclosed the revision of our full-year 
earnings forecast at the same time as the settlement of accounts yesterday. 

Net sales are now forecast at JPY5,816 million, compared to the previous forecast of JPY5,593 million. Since 
the beginning of this fiscal year, we have been gradually exceeding the plan, and in the end, it is expected to 
slightly exceed the original plan. This is not the result of any particular major project or a particularly large 
sales increase in any month, but rather a gradual increase in performance throughout the year.  
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Operating income was set at JPY651 million but has now been revised to JPY850 million. Profits have also been 
the result of a gradual buildup since Q1, and there was a possibility that we would increase hiring and 
advertising expenses in H2, especially in Q4, so we left them as they were. We have revised our full-year plan 
upward because we believe that we will still be able to make a slight upward swing after the end of Q3. 

Net income has been recorded since Q1, so I will explain it again. We merged our subsidiary, Royal Gate Inc. 
At that time, we recorded an adjustment for income taxes, which resulted in an increase over the initial plan 
for the period. 

 

We proceed to the next. We will now move on to the income statement. 

Net sales now total JPY4,168 million in Q3 accumulated results. The progress rate against the newly set plan 
is 71.7%. We believe that we will be able to achieve this goal on schedule in Q4, as the monthly amount will 
build up and we are also approaching a slightly busier season. 

The operating income ratio is now JPY639 million, and the progress rate for Q3 is 75.2%. 
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Next page, please. Balance sheet. 

Fixed assets were up 59% YoY, and current liabilities were JPY1,178 million, up 40.7%. 

In fixed assets, as I mentioned earlier, a major factor is the recognition of deferred tax assets due to the merger 
with Royal Gate Inc., which was a subsidiary. On the current liabilities side, there was an increase in advances 
received. In addition, the expansion of business scale led to an increase in the provision for bonuses, accrued 
consumption tax, and income taxes. 
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The following is the quarterly trend of net sales, operating income, and operating margin. 

Sales for Q3 totaled JPY1,526 million. Operating income was JPY241 million, resulting in an operating margin 
of 15.8%. 

 

Next is a quarterly breakdown of sales. I explain this every time, but there are two main categories of sales 
for Smaregi. 
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The JPY915 million in the blue line on the graph is the monthly usage fee for the Smaregi service, and the 
monthly usage fee for the Smaregi Time Card service. Then the monthly settlement turnover or settlement 
fee is included. This is the stock revenue. 

The light blue JPY576 million was recorded, including equipment sales. In this case, there is no initial cost for 
Smaregi itself, but due to the nature of a cash register, it involves the sale of that are configured as a cash 
register such as receipt printers and barcode readers. This is one-shot sales, and roughly 40% of total sales 
are from one-shot sales such as equipment sales. 

The initial cost, or gross profit margin on equipment sales, is roughly 36.5%, and the gross profit margin on 
monthly usage fees for stock is 76.2%. 

 

The following is a summary of SG&A expenses. This one is slightly inflated, or rather, labor costs have gone up 
a bit. Recruitment is progressing as planned. Advertising and promotion expenses have been evenly 
distributed since Q1 of the current fiscal year. 

At this time, Q3 SG&A expenses result in JPY675 million. 
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The following is a quarterly trend of advertising expenses. Here is the breakdown: JPY79 million related to 
lead acquisition in blue. The yellow green is recognition acquisition, TV commercials and radio, which 
amounted to JPY83 million, and others. 

As you can see from the graph, Q1 of last fiscal year was very low, and the budget was increased and digested 
in H2. In response to this reflection, the current fiscal year has resulted in a solid digestion of the results from 
Q1. We expect that Q4 will probably be about the same. 

Sales and marketing expenses resulted in JPY302 million in Q3. 
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Next is the number of employees. We had expected to hire about 260 people for the full year, but as of Q3 of 
this year, we have hired 247 people, and we are in the midst of an intense recruiting drive. 

The graph on the left shows a breakdown of the various departments: development, sales, marketing, call 
center support, corporate team, and overall, there is a shortage of people all over the place. 

 

The next page is a report on the results, or rather the impact at this point, of the price revision. 
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Overall, we raised the prices of Smaregi and Smaregi Time Card in January. The average price increase is 
roughly 16%. There has been no noticeable impact or change yet in terms of churn rates. The unit price per 
customer is naturally rising, but since we only recorded one month's worth of sales in Q3, we expect it to rise 
a bit more from Q4. Q3 was only slightly higher. 

There were 46 inquiries. The main contents are listed here, but we received the inquiries as follows: they 
would like to know how much the monthly fee will be for their stores, and since the announcement was made 
in December and the price increase started in January, they would like to delay it a little because they think 
the announcement is too sudden. Then I got questions like why did you raise the price? 

The total was 46 cases out of about 10,000 customers now, so I think it was a small number. 

I don't think that this is the end of the story. Cash registers and POS registers are difficult to replace suddenly, 
so if a customer decides to cancel their account after this price change, they will have to switch to another 
company, which will probably take a few months or so to switch. 

Of course, we will do our best to prevent such cancellations, or at least to minimize them, but it is possible 
that customers are steadily preparing to cancel their contracts without our knowledge, so we will pay constant 
attention. 

 

Continuing on, here are the ARR trends. ARR was set as the most important indicator in the mid-term 
management plan, and the actual results amounted to JPY4 billion. 

The breakdown is light blue, JPY3,064 million is the fee for the use of Smaregi. Dark blue is settlement services, 
JPY522 million. The green color is the attendance management service, Smaregi Time Card, which 
accumulated JPY421 million, bringing the Company total to JPY4 billion. 

The impact of the price revision was very large, so there has been a large increase in sales. 
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Next is the transition and breakdown of paid stores. 

There are currently five paid plans, all of which are growing steadily. The total for paid plans is now up to 
27,993 stores. 

 

Continuing on, here is the churn rate. 

I think we are keeping it relatively low. There has been no major change here, and the churn rate is now 0.57% 
for the current fiscal year-to-date. 
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This is followed by the POS cash register’s customer unit cost. The price revision I mentioned earlier was 
shown here slightly, but the ARPA and ARPU have gone up by JPY19,071 and JPY8,133, respectively, due to 
the influence of the price revision. 

Since Q3 is the average of the three months of November, December, and January, and January is the only 
month affected by the price revision, the average is still a little low, but I think it will probably go up a little 
more from Q4. 
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Continuing on, MRR. This was also affected by the price revision, which was implemented for all customers, 
so MRR increased equally for both old users and recent subscribers. At present, the MRR for Smaregi alone is 
JPY250 million. 

This is a summary of the financial results for Q3. 

 

At the same time, we have disclosed our new mid-term management plan, so I would like to move on to the 
explanation of that plan. 
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Originally, the mid-term management plan up until yesterday was now halfway through the second year of 
the three-year plan. One of the reasons for this was to express our intention to grow further from the 
stagnation caused by the coronavirus disaster. The intention to emphasize ARR in the mid-term management 
plan, using the SaaS KPI matrix, and to grow as a SaaS. To this end, although, originally, Smaregi placed 
considerable importance on the operating profit margin, we started the mid-term management plan as an 
effort to accelerate the growth path by spending advertising and promotional expenses, and to prepare for a 
decrease in profits. 

The internal awareness reform in this area has successfully penetrated the Company, and ARR, one of the KPI 
indicators, has increased significantly. The probability of achieving the previous mid-term management plan 
is likely to be achieved, so it seems that the mid-term management plan has fulfilled its mission. 

In order to move on to the next phase of the plan, we have now created a new mid-term management plan 
without waiting for the final year of the plan. Therefore, we have announced our mid-term management plan 
for the next three years starting from the next fiscal year. 

At the time of the last mid-term management plan, we put together a long-term plan, which we have carried 
over as it is, VISION 2031, which is a big long-term plan for 2031, meaning the 10 years from the start of the 
last mid-term management plan. 

 

Specifically, the Company aims to reach 300,000 active stores by FY2031. As shown in the graph, there are 
currently 770,000 mid-size restaurants and retail stores in Japan, ranging from 2 to 40 stores, and we are 
aiming to capture 300,000 of them. Our long-term plan to capture these stores, aiming for a 38% share of the 
mid-size segment, remains unchanged. 
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This time, ARR continues to be used as a KPI. The ARR for Q3 was JPY4 billion, and if we set the full-year plan 
at JPY4.1 billion, we are aiming for an annual growth rate of more than 30%, or at least 30% from there. We 
aim to achieve ARR of JPY5.35 billion in the next fiscal year, JPY7 billion in the following year, and JPY9.1 billion 
in the final year. 

 

The way to achieve the plan is as follows. If we break down ARR into the number of customers and average 
revenue per customer, I think we can say that we will increase the number of customers. With regard to 
measures to increase the number of stores to use, one is a new market segmentation strategy. The other 
approach was set up for EC businesses. The third is to continue to invest in sales and marketing expenses and, 
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although this is a continuation, we are planning to expand the number of customers by focusing on these 
three areas. 

One way to increase the unit price per customer is, of course, to cross-sell through peripheral services 
centered on Smaregi, but another way is to strengthen the settlement service. Next is the app market, an 
initiative unique to Smaregi, and we are strengthening the app market. The other is a service called Smaregi 
Time Card, which is used to manage employees at stores, and is an HR service for time and attendance 
management, and we would like to cross sell this. These are the three points. 

 

The first of all, these which I just described, is a market segmentation strategy for customer acquisition. I have 
always said that retailers and restaurants are the customers of Smaregi, but if you look closely at the retailers, 
you can see in this figure that some are clothing stores, some are general merchandise stores, some are 
bookstores, etc. In fact, the word retailer is actually subdivided into many different types and categories of 
businesses. It is the same for restaurants. There are many different stores. 

The cash registers may be the same, but the store's operations are completely different. And since the Smaregi 
functions not only as a cash register but also as a business system for the store, the requirements for the 
business system are completely different, and it would be very labor-intensive to deal with all of them. 

We are trying to focus on a specific industry, for example, if it is apparel, we are trying to focus on apparel 
and dig deeper. We wanted to be number one in the apparel industry by doing so. That is the strategy. 

We are still discussing internally, and we are still in the process of deciding which areas we will strategically 
focus on, but we will decide where we will focus our efforts. 
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Another is that among Smaregi customers, there are many retailers, and nowadays, retailers are not only 
physical stores, but also online stores, which may be most of them. 

It is much more efficient to unify the sales and inventory management of the physical store and the sales and 
the inventory management of the online store within the company, so we will unify the management of 
Smaregi and Smaregi inventory management with the management of other companies' EC orders, shipments, 
and inventory management. 

We would like to realize such a system, and by adding this system, Smaregi customers who use Smaregi only 
in stores can also use it for EC management. We believe that TAM will expand a little by reaching out to the 
more than 30,000 stores registered with Rakuten, for example. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
17 

 

 

Next, from a management perspective, we have been implementing a variety of measures to invest in sales 
and marketing expenses, and we will continue to do so appropriately, while carefully sorting out what is 
effective and what is not. 

 

The next step is to increase the unit price per customer. Centering on Smaregi, there is an app market where 
you can attach or remove additional functions to Smaregi. We aim to improve the unit price per customer 
here. 
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We are now focusing on payment services. We have a payment service called PAYGATE, which we acquired 
through M&A just over a year ago, and we are proposing this to our existing Smaregi customers as well as to 
new customers as a set with Smaregi in the future. 

The other is attendance management, which we have been working on for some time, called Smaregi Time 
Card. Part-time workers and staff management, payroll calculation, shift scheduling, and attendance 
management and HR services for stores. We are continuing our efforts to further deepen the cross-selling of 
these products and to raise the Company's unit price per customer in these three areas. 

 

Of course, we are moving forward with our plan, but I believe that M&A is an essential part of that plan. The 
M&A policy, one is to acquire the number of customers. We are considering mergers and acquisitions to 
acquire more customers, in the sense of accelerating the increase in the number of original customers. This is 
simply the same industry. Increase the number of customers by merging and acquiring other companies in 
the same industry. 

The second is to increase the cost per customer, which is targeted at companies that have solutions and 
services for stores that have a high affinity for Smaregi. 

The third is to acquire IT engineers. As it is difficult to acquire IT engineers, we are targeting system 
development companies and production companies that have a large number of good engineers. 

We are not looking to diversify, but rather to actively pursue M&A opportunities with companies that are an 
extension of the roadmap that Smaregi is currently drawing up. 

That concludes my presentation of the new mid-term management plan and Q3 financial summary.  
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Question & Answer 

 

Moderator [M]: Okay, 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 
items, we will reply with a summary of the contents. Please understand this in advance. 

Let us begin by introducing our special guests and panelists. Mr. Daisuke Harada, Senior Analyst, Research 
Department, QUICK Corporate Valuation Research Center, has been invited as a special guest to this financial 
results presentation. I would like to ask you various questions from an analyst's point of view, Mr. Harada. 

Harada [M]: Thank you very much. My name is Harada, and I am in charge of small- and medium-sized growth 
companies at the QUICK Corporate Valuation Research Center. Thank you for your cooperation. 

Yamamoto [M]: Thank you for coming all the way to Osaka today. Best regards. 

Harada [M]: Thank you for this valuable opportunity. 

Yamamoto [A]: Let's get started. We will be answering questions from those received during registration for 
the information session. There was one case. 

We have received questions asking for the number of new graduates hired, the number of mid-career hires, 
and the number of employees leaving the Company. 

New graduates are actually not doing it at all, zero. Engineering internships are accepted. We have been doing 
this like a part-time job, but we have not hired new graduates to date. 

98 mid-career hires this year. 98, this includes M&A hires. About 100 people. The number of leavers was 
slightly higher this year, with 29. For reference, there were nine employees who left the Company in the last 
fiscal year. 

Harada [Q]: Since you have mentioned something related to human resources, I would like to ask you a 
number of questions in this area. 

First of all, regarding the current hiring environment, I have heard that some companies have had difficulty 
hiring engineers at times, but have recently become somewhat able to hire. On the other hand, I have also 
heard that it is challenging to hire sales resources. What about your hiring situation? 

Yamamoto [A]: There were times when it was difficult to hire engineers, for example, and there were other 
times when it was difficult to hire salespeople in Tokyo, but if you look at the full year as a whole, we are 
hiring as planned. 

As mentioned in the materials, the Company as a whole has about 250 employees, of which 98 are hired 
recently, so nearly half of them have been with the Company for less than a year. That's why the burden on 
the seniors is a little heavy, and education is a big issue. I feel that their hands are full in the field, and we have 
been working hard to teach them and help them quickly become competitive. 

Harada [Q]: By the way, what kind of backgrounds do your salespeople and mid-career people come from? 

Yamamoto [A]: It's varied. Some were store staff, some worked in apparel, and some were in SaaS sales, 
which has nothing to do with anything else. Also, some of our competitors, some of whom sold POS. 
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Harada [Q]: I've received some questions related to sales and marketing, and I'm wondering how to exactly 
you acquire customers, do you start with advertising for gaining sales inquiries or do you use an agency to 
reach out potential customers or something like that? 

And as far as the POS register, there's a free part, but how long does it take to shift to paying customers, how 
much time does it take to get there in the first place, and what is the customer acquisition path in this area? 

Yamamoto [A]: Thank you. First of all, in terms of sales, we rarely go door to door or make phone calls. 
Basically, it is a web-based lead acquisition. It means that leads are acquired on the Web and inside sales 
moves first. 

Customers can also sign up online on their own, or rather on their own, and can do so without a business 
meeting. What percentage would that be, not that many? There are many free plans, but with such a pathway. 

Then there is the pattern of having a contact person from our company at the time of the inquiry, negotiating 
with the client, and signing the contract. Right now, about 30% of our business is negotiated and contracted 
online. 

We have four showrooms in Tokyo: Shinjuku, Ebisu, Shibuya, and Shinagawa. There are also locations in Osaka, 
Nagoya, and Fukuoka. There is a pattern in which you come there, and a sales representative is assigned to 
you to negotiate a business deal and sign a contract. That is direct sales. 

There are hundreds of distributors, and approximately 20% to 30% of all contracts are through partners, while 
70% to 80% are direct sales. 

I think that having a salesperson in charge has a higher closing rate, of course. 

The other thing you mentioned was the free plan. Conversion from a free plan to a paid plan is actually not 
very common. It is true that we do have people using the service on a trial basis, but it is also true that about 
two months after using the service on a trial basis, they move on to a paid plan. Most probably that is the 
pattern. 

But those who choose the free plan want to use the free plan forever, and very few switch to the paid plan 
from there. 

Conversely, therefore, customers who are looking for a paid plan from the beginning will sign up for a paid 
plan from the start. Therefore, it is not that they gradually grow from free to paid, but rather the customer 
has a specific plan that he or she wants from the beginning, and if the plan is suddenly paid for, it is much 
more likely to be paid for. 

Harada [Q]: Okay, thank you. Moving on to the next question, one of the major developments in the current 
situation is the price revision. You explained that there is currently no significant impact regarding the churn 
rate, but are there any effects such as a slight impact on acquiring new customers or sales leads, or any 
observed movement towards downgrades? I'd like to know more about that. 

Yamamoto [A]: Thank you. We disclose the number of stores on a monthly basis, usually at the beginning of 
each month, so please take a look at that first. We are informing this on LINE from IR, so please register on 
LINE. 

There has been no particular slowdown. Another seasonal factor is that February and March are relatively 
busy months every year. It's a little bit more exciting. This year has been rather exciting as well, so I don't think 
there will be much of a negative impact. 
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Harada [Q]: Continuing on, I would like to ask a question that is probably of great interest to everyone: the 
new mid-term management plan. 

First of all, could you follow up on the timing, since you have explained the reason for the review, why you 
announced the update of the mid-term management plan at this time in the first place? 

Yamamoto [A]: The timing was partly because the previous medium-term plan was still in the process of being 
implemented, but as I mentioned earlier, I felt that the objectives of the original medium-term plan had been 
fulfilled. For example, they were making considerable progress in changing their awareness of the importance 
of ARR and SaaS KPIs, as well as spending more money on advertising. 

The other part of the previous medium-term plan included a statement of intent to bring the Company back 
to a growth path after the stagnation during the coronavirus pandemic. I think we were able to make a good 
appeal both internally and externally in this area. The final target of the previous medium-term plan was to 
exceed JPY5 billion in ARR, and since we have reached JPY4 billion as of this point, I think we have a pretty 
good idea that we will be able to achieve that goal. Therefore, we decided to end the previous medium-term 
plan and move on to the next one, so we created a new one. 

I think there is a question as to why we are releasing it in Q3 instead of the full year or in Q4, but the previous 
mid-term plan was actually disclosed in Q3. By releasing the product in Q3, we will be able to start at the 
beginning of the fiscal year, or rather, have a period of time to prepare internally. 

If we release the mid-term plan in Q4, the new plan will come out after the new fiscal year starts internally, 
so we decided to disclose it in Q3 in order to make the timing a little earlier and to prepare for it sooner. 

Harada [Q]: Okay, thank you. Before to start talking about the contents of the new medium-term plan, I would 
like to reiterate the external environment to begin with. 

The environment has changed in such a way that the last mid-term plan was formulated during the 
coronavirus pandemic and the current mid-term plan is determined after the pandemic. Also, I wonder if you 
can see the changes in the area between the previous medium-term plan and the current medium-term plan, 
such as integration. Could you please follow up a bit on the external environment in this area? 

Yamamoto [A]: When the coronavirus pandemic hit, there were times when restaurants were in trouble and 
concerts and other events could not be held. At the time, I thought it was a bit tough, but there was no 
immediate decrease in customers after that. There were a certain number of inquiries during the pandemic. 

I have a feeling that there is a certain amount of demand from people who are opening stores or switching 
from expensive systems to inexpensive ones such as Smaregi, which is rather cheap, in order to cut costs, 
regardless of the situation. Then we decided to advertise more and more and actively try to get them. 

Therefore, the negative impact of the coronavirus was only for a specific period of time in 2020, and after that, 
if we advertised and conducted activities rather well, the number of customers increased, so I think that there 
was very little direct relationship with external factors. 

I believe that inbound traffic will increase from now on, or that it will be a very good tailwind. There are many 
more stores where they have closed, but there are also stores that will reopen, so I would like to take care of 
those areas. 

Harada [Q]: And then, just a little bit more about the competitive situation, what is your share among the 
mid-size store market right now, what are your competitive advantages in terms of price and service when 
compared to your competitors? 
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Yamamoto [A]: Thank you. The cash register at the store, the function of checking out the products in the 
cart, and the checkout mechanism of receiving the money and handing over the products, whether cash or 
cashless, are the only functions that can be differentiated. I don't think there is that much differentiation. 

So, although there are several competitors, in terms of the cash register alone, Smaregi is free, and some 
other companies are also free, so I think it is quite difficult to differentiate them. 

As for where to create monetization points from there, I would like to see Smaregi used as a business system. 
In addition to accounting, there is of course sales management, and if it is a retail store, ordering and 
purchasing, moving inventory, and displaying products. I would like to create a business system that includes 
inventory management. 

I think that is one of the depths that other companies do not have. As I mentioned in the mid-term plan, there 
is an app market. There are so many different types and categories of retail stores that it would be very 
difficult to cover them one by one. 

For example, if it were a bookstore, it would be like a two-level barcode. A barcode is usually a single barcode, 
but a book has two barcodes. The system needs to cover that properly, for example. At roadside stations, 
nearby farmers sell vegetables on consignment, but it is difficult to sell at roadside stations unless the cash 
register is equipped with a consignment sales function. 

It is impossible for Smaregi to cover all industries and business categories, so other third-party system 
development companies can develop and sell additional parts, even niche parts, and even if the basic 
functions are provided by Smaregi, they can develop and sell only the parts to be added to the basic functions. 
I think that is now a huge advantage that our competitors do not have. 

Harada [Q]: I understand. Now, let's continue with the breakdown of the medium-term plan. First of all, you 
have set a target of JPY9.1 billion for ARR. ARR is consisted with Smaregi, payment services and timecards, so 
what kind of equation are you drawing for the future when you reach JPY9.1 billion? 

Regarding the ARR, the impact of price increases seems to have peaked, and I wonder if the growth of ARR 
will slow down in the future. Can you tell me more about whether you can continue to expand this area 
steadily in the future? 

Yamamoto [A]: Smaregi itself is roughly three-quarters, or 75%, of the ARR breakdown. The rest of the items 
are Smaregi Time Card and payments, but there were no payments to begin with. We had been using only 
Smaregi and Smaregi Time Card, but since the growth of payment seems to be very good, we would like to 
raise the ratio of payment a little, and we would like to do so intentionally. 

I would like to propose this to existing Smaregi customers, and I would also like to propose it as a set to future 
Smaregi customers who have a contract with us. After all, there is a very high affinity between cash registers 
and cashless payments, and I would like to focus on that. 

Of course, we will also focus on attendance management, but in terms of weight, I think payment is stronger. 

Of course, I do not think the current composition ratio will change significantly. The core of the business will 
be Smaregi, and we will cross-sell payment services, or rather, we will work to be used as a set. I think that 
trend will remain the same, proposing more things like that and attendance management. 

Harada [Q]: Continuing on, you mentioned that you are going to strengthen your EC business as part of the 
ARR91 mid-term plan, but how many EC businesses are actually operated by your services at this point? In 
terms of future growth, are these the areas in which your company will be able to win? 
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If anything, Smaregi is more of a service for actual stores, and that's where the channel is, but can you tell us 
how you plan to attack this channel, which is a bit weaker than this one at the moment? 

Yamamoto [A]: It's a behind-the-scenes or backyard function, so it's hard to make it stand out, but for years, 
customers of Smaregi have been asking for linkage with EC, or that it would be more convenient if it were 
linked to EC. Although some parts of the system are finally being realized, we have not yet reached the point 
where we can use the system comprehensively and conveniently. Therefore, we need to create a world where 
the inventory of stores can be viewed on the Internet, for example. 

We have not been able to approach retailers who are only doing e-commerce with Smaregi. I think the first 
thing we should do is to ask stores to manage EC together with us. Therefore, I would like to communicate 
more with existing customers to find out what is inconvenient and what is convenient. I can see that there 
are many inconvenient areas that are covered by analog, so I think we can break through if we can make them 
more convenient. 

Another approach for retailers that only do EC is that they do not have a sales channel as Smaregi, so I think 
this will be a new approach, so we will see how it goes. 

Harada [Q]: Do you have any actual results from those who are currently using EC only? 

Yamamoto [A]: No one uses Smaregi only for EC. 

Harada [Q]: So you expecting the growth in the future, right?. 

Yamamoto [A]: Yes, that's right. We even use our Smaregi as an in-house system, and since Smaregi is also 
involved in e-commerce, we are accumulating know-how within the Company. 

Harada [Q]: Okay, thank you. Next, I think this is also an important piece to achieve ARR. Please explain the 
background of how you were able to solid growth of ARR in the third quarter. Also, it is said that there is fierce 
competition among various companies in this field, such as promoting terminals at a low price. In such a 
competitive environment, I would like to know how you intend to grow the payment service. 

Yamamoto [A]: Thank you. In terms of payment alone, I think it would be quite challenging. I believe that 
other companies are now offering such services as card payment and QR payment with a single terminal. In 
other words, I think we tend to compete on price. I believe that the strength of Smaregi lies in its strong POS, 
so I think the most basic premise is to propose a set of products with POS. 

The payment terminal, PAYGATE, has a SIM card that can be inserted into the terminal, so it is actually possible 
to make payments outdoors, even when there is no Wi-Fi or line connection. We would like to promote and 
develop such areas, but we are still in the process of sorting out how much of the JPY9.1 billion we want to 
spend, what order we will prioritize them, and where we will start. We will not be able to achieve the JPY9.1 
billion unless we do something in that area. I would like to steadily build on that one by one. 

Selling a set with POS is a prerequisite, and then we will not be consumed by price competition, or rather, we 
will not compete there. Along with the ability to use outside, PAYGATE has an Android interface, but by 
inserting a POS into it, it can also be used outside or as a handheld device, for example. There are various 
usage scenes, so I will aim there. Now it is about those three. 

Harada [Q]: I understand. I have been asked about the payment functionality, and I was wondering if it does 
not compete with QR payments such as PayPay, PASMO, or credit card payments, etc.? Are the layers 
different? 
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Yamamoto [A]: The strength of PAYGATE is that it is a single terminal that can be used for credit card 
payments, PayPay payments, and transportation-related payments, all within a single terminal. 

The service is designed to combine disparate services, such as PayPay QR payment only, or PayPay QR, 
transportation system reader, and credit card reader at the cash register into one. 

I mean, of course, there is PayPay on the other side of PAYGATE, and there are also credit card companies. I 
think the best way to interpret this is to say that it is a window that combined these services. 

Harada [Q]: I have another question related to the medium-term plan, specifically about concrete actions for 
market segmentation. Earlier you mentioned that you will further delve into industries and business types, 
but could you provide more details on that? 

Yamamoto [A]: We haven't decided where to target yet, but for example, internally the marketing 
department is saying that beauty looks good and we will develop beauty-related stores, while the 
development team is adding functions for a completely different type of business, or adding some 
functionality for restaurants, etc. Each department tends to be rather disjointed, with the sales department 
going after the department store. 

If we aim at this intentionally, we will of course welcome any customer who comes to us, and we will of course 
conduct business negotiations with any type of industry or business category, but there has been no push 
from us, or strategic focus on where to dig deeper. However, until now, we have not been able to push or 
strategically focus on a specific area to dig deeper. 

We would then dig deep into some specific industry in each department, or rather the Company as a whole, 
do research, study the industry, include features that would be useful for that industry, and do marketing and 
sales to find out what approach would sell for that industry. We are working with the idea of unifying all of 
these company directions. 

I would like to disclose more specific actions a little further down the road, as soon as they are decided. 

Harada [Q]: Okay, thank you. Also, related to the medium-term plan, the area of concern this time is profit. 
The last mid-term plan was an action that was prepared to reduce profits, but this time, you haven’t 
mentioned any particular decrease in profits. If we look at the cost structure of your company, the major cost 
effects are sales and marketing and hiring. 

As for the sales and marketing area, right now, considering the current shift from mass marketing to lead 
acquisition, I am predicting that the growth of advertising expenditures themselves during the mid-term 
period will not be as high as before. How about this? 

Yamamoto [A]: The top line is growing all the time now, and we will continue to increase sales in the future, 
but we are thinking of setting a limit for advertising expenses in the future, such as how much we should 
budget for advertising expenses in relation to sales. Therefore, I think advertising expenses themselves will 
increase gradually. It will increase in tandem with sales. 

However, there is no use in relying solely on these efforts. For example, as I mentioned earlier, it takes a lot 
of effort to strategically attack specific industries or to dig deeper, so we will spend on advertising and 
promotion. Little by little perhaps, the budget will increase. This is the kind of attitude that we will take, 
prioritizing and working on the other areas. 
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Harada [Q]: So, you would say that you invest a lot in human resources? If the CAGR is 30% or more, and the 
denominator becomes larger, it will become more difficult. I am wondering if we need to expand the system 
and personnel and proceed with a greater sense of scale than we have now. 

Yamamoto [A]: Of course, to increase the number of leads, we need marketing personnel, and as the number 
of leads increases, we need to increase the number of sales team members, and as the number of customers 
increases, we need to increase the number of call center and support members. This is all done in-house at 
the call center, so I think we need to increase the number of support members as well, so in the end, 
everything and every department will need more people. 

Also, so is development. We would always maintain it in a new way. The development is always necessary 
because once a product is made, it is not the end of the process, and we need to keep making it better and 
better. In addition, we will also need people to conduct research and development to create the next pillar of 
our business, so it is necessary to constantly increase the number of people we have. 

I would like to be able to generate a large number of sales and profits with as few people as possible, but I 
have not yet set a firm benchmark for this. I don't think it will be enough to just increase the number of people 
unnecessarily, so I would like to set a per capita sales amount in relation to sales in the future. 

Harada [Q]: Another question I've received in relation to the mid-term plan is how the market segmentation 
strategy relates to the app market. 

Yamamoto [A]: The market segmentation strategy seems to be a bit of a contradiction, though, because it's 
about specializing somewhere and digging deep, and the app market can dig as deep as possible into various 
industries. 

Rather than intentionally creating an app market, third-party development partners create a variety of apps 
based on their own assumptions about what is needed and what will sell. We as a Smaregi are not controlling 
this, and a variety of wide-ranging apps are available. And we are very hopeful that a hit film will be produced. 
We hope there will be a wide variety of applications. 

As Smaregi, we want to target specific industries here, so of course Smaregi itself can create apps on the app 
market. Therefore, while we would like to see a wide range of apps from various industries and business 
categories in the app market, Smaregi will intentionally create apps for specific industries within that market. 
I would like to work in both directions. 

Harada [Q]: Okay, thank you. I have a few more questions that are not related to the medium-term plan. 

We are asked again for a possible cancellation due to the monthly fee increase. Please tell us what measures 
you are taking to prevent cancellations, or what you are doing about it. 

Yamamoto [A]: There are customers who are large in scale, which means a large number of stores, but there 
are customers who are conspicuously large. We need to communicate well with those customers, because if, 
for example, a customer with several hundred stores suddenly cancels, we will be in trouble. We do what we 
can to support them by communicating with them early on rather than chasing after them later to see what 
causes them to cancel. 

If the store has to close, it is natural that it will be cancelled, but we cannot prevent the closure, so I think the 
only thing we can do is to stay close to our customers. 

The possibility of cancellations due to price increases was touched on a bit in the first half of the article, but 
to be frank, there are some things we don't know. I don't think it's likely that they will cancel suddenly, or that 
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they will cancel next month because of the price increase. Switching cash registers and POS systems is a very 
time-consuming process, so I think there is still a possibility that a customer could be prepared to switch from 
Smaregi system when the price goes up, and then just cancel six months later. 

We don't know that yet, but if they negotiate or consult with us, we will talk with them and recognize them, 
but if they are preparing for a transfer without the knowledge of our Smaregi, we won't know that. Therefore, 
for large customers, we will communicate with them, but since we have more than 10,000 customers, it would 
be impossible for us to work with all of them one by one. I would like to distinguish between different layers 
of customers, or rather, I would like to communicate appropriately with each layer. 

Harada [Q]: Okay. Then, as a factor in the steady increase in the top line so far, do you think that many 
customers are installing POS cash registers for the first time, or are many customers switching from other 
companies? If you have a lot of replacements, what are the clear factors that make the decision to switch? 

Yamamoto [A]: Thank you. We have customers who already owned a store and want to introduce Smaregi. 
So, they have a cash register or another company's POS register previously and they want to replace it with 
Smaregi, which is usually always half of the business meeting. Roughly half of our customers say they are 
considering a Smaregi because they have to choose a cash register when they open a new store, such as 
opening a store now or adding a store when they have several stores. I imagine it is about half and half. Is it 
correct? 

Company Representative [A]: It is correct. 

Yamamoto [A]: Is that a factor, of switching from other companies? If it wasn't a POS, for example, there are 
so many people who use a regular cash register and then use Excel to manage inventory. If they are managing 
inventory of products in Excel, for example, a clothing store, how many shirts and jackets you have, what 
colors and sizes are available, and where they are located, all of that is managed in Excel. 

They can get to a certain point, but then they go bankrupt. When they looked up inventory management and 
cloud computing, they found Smaregi, and switched to it. 

Also, there are a few things that other companies can't do that we can do with Smaregi. For example, they 
may switch to us because of the availability of APIs, the app market, etc. That's how I feel. 

Also, for private businesses, for example, if there is a restaurant where the grandfather runs a Chinese 
restaurant, and the owner says he will continue to run the restaurant as long as I am healthy, such a restaurant 
would not think of replacing the POS system. I think that managers in their 30s and 40s who are looking to 
increase the number of stores and sales would be a good match. 

Harada [Q]: Thank you very much. Is this the last time this is asked as a question? This is another question 
that I have been wondering about, not many users switch from free to paid. Is there a possible strategy to 
discontinue the free plan once some market share is gained? Or the question of how to somehow monetize 
the data of customers using the free plan or something like that. 

Since you are offering a free plan, could you please tell us what you are going to do about it? 

Yamamoto [A]: The free plan is an easy way to get started, and the initial psychological hurdle is much lower, 
so in that sense I think it is better to keep the free plan, but of course the free plan is not profitable, so I think 
it is possible to make it paid only. But we don't have such a plan now. 
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For example, we can offer apps from the app market to customers on the free plan, and since there are paid 
apps, there is a possibility of monetizing other parts of the service, even though the Smaregi itself is on the 
free plan. 

Also, I wonder that Mr. Harada just mentioned if the data can be converted into something of value. POS data 
is indeed stored on the Smaregi servers for about JPY5 trillion worth of transaction data. Can't we find some 
statistics or regularity from it and use it for something? Although we have been working for more than five 
years to see if we can monetize the data by making it valuable in some way, we do not have any specific 
product or package at the moment. It may happen again in the future, but for now I don't think so. 

I think we need to steadily monetize the service through monthly usage fees and settlement fees first. 

Harada [Q]: Thank you very much. As inbound traffic increases, will it be easier to increase the number of new 
installations of Smaregi? 

Yamamoto [A]: I think it is easy to increase. I know it's almost forgotten off the top of everyone's head, but 
2019 was a great year for inbound. This was true in Shinsaibashi, Osaka, and Kyoto, but it is also true in more 
rural areas, and foreign tourists are coming in droves. From souvenir shops to restaurants in tourist areas, 
they need more people. There was a time not so long ago when the more we opened, the more customers 
came in, but we had no staff. 

In that case, as is the case even now, it is a matter of running operations with a small number of people during 
the coronavirus disaster or running operations with a small number of people at a single store, whichever way 
you look at it. Like Smaregi and cashless, he said, they make operations more efficient. People often talk about 
DX in stores, but in terms of streamlining store operations, adding Smaregi and other digital tools is a very 
effective way to increase the number of stores. 

Harada [Q]: Since we are in Osaka, the World Expo is coming up in 2025. I am wondering if inbound will be 
more active in that area. 

Yamamoto [A]: Yes, that's right. I would like to see more customers there as well, and also a tax-free function. 
Smaregi has a tax exemption function. The government had already started to promote inbound tourism 
country wide, and there was an initiative to create many duty-free stores there. The Smaregi also has a tax-
free function from 2018 or 2019, but that function has been hard to sell because of the coronavirus disaster, 
but I think it will come back again. In that sense, I am looking forward to it. 

Sorry, I'll answer one more. Thank you for your many questions. 

Harada [Q]: I think you have answered most of the questions we have received. 

The other question is whether we will be able to monetize the app market, which is also included in the mid-
term plan this time. My understanding is that the app market is currently the one of key factors for introducing 
Smaregi, but monetization by itself is not progressing very well. What will you do in this area during the mid-
term plan? Can you tell us how you intend to strengthen this area through the med-term plan? 

Yamamoto [A]: Direct sales come from the app market, where third parties and development partners can 
create and sell apps. Since Smaregi distributes, the developer takes 70% of the sales, and Smaregi receives 
30% of the sales. 

Therefore, since Smaregi share is about 30% of the distribution amount in the app market, it is certainly 
difficult for Smaregi to generate so many sales. But steadily we are building up there now, too. But when I say 
tiny, I mean tiny. 
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Rather, as we have talked about many times today, we would like to have a lineup of many very niche 
functions. We believe that if there are many customers in various industries and business categories who have 
problems, we can cover a wide range of aspects by having many applications that can solve those problems, 
even if they are niche. The competitors don't have it, but if the combination of Smaregi and the Smaregi app 
can achieve this, I believe it will be a great advantage. 

In terms of increasing the number of clients, or the types of businesses targeted. As for the increase in the 
target audience for Smaregi, I believe it will contribute greatly, and I plan to put a lot of effort into it in the 
future. 

Harada [Q]: Okay, thank you. In addition to the question, we have also received a request for KPIs to track the 
progress of the mid-term plan, such as the number of EC businesses and the number of EC-registered stores. 

Yamamoto [A]: Thank you very much. We will provide several cut-off points for the progress of the medium-
term plan, for example, the transition of EC businesses, and so on. If TAM progress has gone from 0% to 0.1%, 
it is difficult to show the progress. I would like to keep an eye on the situation and offer what I can. Thank you 
for your input. 

That is all for the Q&A. Thank you very much for your many questions. Thank you very much, Mr. Harada. 

Harada [M]: Thank you very much. 

Moderator [M]: Once again, thank you all for your many questions. We have extended our time a little bit, 
and I would like to thank you all once again for staying with us until the end. 

Last but not least, here is an announcement from IR. As Yamamoto mentioned earlier, we also provide the 
latest 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 space for individual interviews for investors, if you would like to take advantage of this. 

Yamamoto [M]: Thank you very much for your time. 

Following on from the previous event, this time I was given the opportunity to work on doing a Q&A session 
with a special guest. Thank you very much, analyst Harada-san, for coming all the way to Osaka. 

Harada [M]: Thank you for this valuable opportunity. This time, if you could show me how to grow the 
Company in the mid-term plan and long-term, along with the target figures, I would be excited to follow as an 
analyst. I hope that you will continue to provide us with excellent IR activities. Thank you very much. 

Yamamoto [A]: Thank you. Please come to Osaka again. We will take on the challenge of new initiatives based 
on the new mid-term plan. 

We will disclose specific details of our efforts as they become available, and we ask for your continued support. 
Thank you very much for your time today. 

[END] 

______________ 
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3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
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