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Presentation 

 

Niki: Thank you for participating in our financial results briefing for Q2 of the fiscal year ended April 30, 2023, 
of Smaregi, Inc. 

Today's procedure. First, Representative Yamamoto will give an explanation of the financial results disclosed 
yesterday, followed by a Q&A session. 

This financial results briefing will feature a special guest, Mr. Daisuke Aiba, Senior Analyst, Investment 
Research Department, IwaiCosmo Securities Co. 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: Hello, everyone. I'm Yamamoto, Representative Director of Smaregi, Inc. Thank you very much 
for participating in our financial results briefing today. 

Today, after explaining our business performance for the fiscal year ended April 30, 2023, and our business 
performance plan for the following fiscal year, I will explain our long-term vision and medium-term 
management plan. Thank you.  

First, here are the full-year financial highlights. 

 

Compared to the previous year, net sales increased 37.6% to JPY5,914 million, operating profit increased 
40.4% to JPY893 million, ordinary profit increased 51.2% to JPY896 million, and net income increased 59.1% 
to JPY887 million. 
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As for the sharp increase in net income, this is only for the current fiscal year, since it is due to the 
extraordinary gain resulting from the absorption of the subsidiary Royal Gate, Inc. 

For the current fiscal year, we revised our full-year earnings forecast in March 2023, and results were largely 
in line with that plan. 
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The income statement, balance sheet, and cash flow statement are shown on pages five through seven of the 
explanatory materials. 

 

Please take a look at page eight, where we have newly added ROE and ROA from this fiscal year. ROE and ROA 
for the current fiscal year were 20% and 14.4%, respectively, maintaining a certain level of capital efficiency 
and profitability. 
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Next, I would like to show you the five-year trend of our business performance. In the fiscal year ended April 
2021, the Company's performance stagnated once due to the COVID-19 pandemic, but it is back on a growth 
path in the last and current fiscal years. 

The five-year average CAGR is 31.5%. In addition, operating profit reached a record high. 

 

Quarterly progress. Sales increased significantly in Q4 due to the accumulation of monthly fees and the fact 
that March is a busy season every year. 
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Operating profit fell sharply in Q4 of the last fiscal year. This was due to an increase in advertising expenses 
and the closing bonus. 

 

Regarding this fiscal year, we were able to generate a profit in Q4 as well due to better pacing of advertising 
expenses throughout the year and also due to the impact of price increases. 

Now, here is a brief explanation of the components of sales, although it is not included in the material. 

 

売上高内訳の事業
1. 2023年4月期決算概要 

決算説明資料のP49

その他

SES 

など

スマレジ（ POS）

店舗経営の効率化とデータ経営を  

可能にするクラウド ベースの新しい

POSレジシステム

PAYGATE（ 決済）

様々な決済手段に対応した 

キャッ シュレス決済サービス

タイムカード (HR)

勤怠管理の 

枠を超えたHRサービス
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Our business mainly consists of three main services: Smaregi, a cloud-based POS cash register service; 
PAYGATE, a cashless payment service; and TimeCard, an employee attendance management service.  

 

Roughly 80% of sales are accounted for by Smaregi, 10% by PAYGATE, and 6% to 7% by TimeCard. 

 

Then, from each classification, Smaregi is further divided into two categories: monthly usage fees and 
equipment sales. The monthly fee is MRR. PAYGATE also has the same monthly usage fee and settlement fee 
divided into two categories: MRR and equipment sales. There is no initial cost or equipment sales for the 
TimeCard, only a monthly fee. 

売上高内訳の事業比率

そ
の
他

PAYGATE 

(決済)

タイムカード  
(HR)

10%

4%

スマレジ（ POS）

80%

6%

※比率はおおよその数値です
1. 2023年4月期決算概要 

決算説明資料 記載なし

Sales of products and others

売上高内訳の各料金
1. 2023年4月期決算概要 

決算説明資料 記載なし

PAYGATE 

（ Settlem ent） Tim eCard  

(HR)80%

Sm areg i 
（ POS）

M onthly fees and others

10%
6%

Sales of products  

and others

M onthly fees and others 

M erchant fees
M onthly fees and others

Others

4%
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Based on these factors, I will return to the financial results presentation. Then, please take a look at the 
quarterly performance overview on page 12. Quarterly and full-year changes in net sales are shown. 

The breakdown is divided into MRR, such as monthly usage fees, and one-shot sales, such as equipment sales, 
with subscription sales ratio, or MRR, accounting for 59% of total sales. 

Monthly subscription fees and other sales have been accumulating nicely, and equipment sales have been 
growing, although there are fluctuations. 
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Moving on to page 14, here are the advertising expenses. We continued to conduct promotional activities 
throughout the year. Advertising for direct lead acquisition purposes amounted to JPY284 million, and 
advertising for TV, radio, and other media for the purpose of gaining recognition amounted to JPY345 million. 

 

Page 15, employees. The number of employees was 262, almost in line with the recruitment plans. 

 

I will continue with a report on business activities. 
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Prices were revised in January 2023, with an average increase of about 13%. Some downgrades occurred, but 
they were handled thoroughly on an individual basis, and no major complaints or cancellations occurred. 

 

This is the transition of ARR, which is our most important KPI. ARR was JPY4.3 billion due to customer growth 
and price revisions. From cross-selling reinforcement, payment services in particular grew significantly, up 
63.8% from the previous year. 

The ARR is calculated by multiplying the MRR at the end of the period by 12. Since settlement fees are subject 
to GMV, quarterly changes and quarterly averages are used to account for seasonal fluctuations. This will start 
this year. 
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A KPI summary of the Smaregi KPI summary is provided on page 22. Various KPI figures are shown in the 
material. 

 

The impact of the price revision led to a significant increase in the unit price per customer. Compared to Q2 
before the price revision, ARPA and ARPU increased by 17.4% and 17.7%, respectively. 
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On the other hand, there was no significant change in churn rates. 

 

The number of stores subscribing to paid plans increased by 4,962 during the year to 29,410. 
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Contracts increased steadily for all plans. 

 

MRR trends by service start date. MRR grew significantly due to steady new acquisitions and the 
implementation of price revisions for all users. 

In addition, graphs are accumulating as long-time customers continue to use the service without canceling 
their contracts. 
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The performance of TimeCard, an employee attendance management service, is summarized on pages 30 and 
31 of the material. 

ARR was JPY436 million, up 41.2% from last year, thanks to an increase in customers and price revisions. The 
cross-sell rate with POS users was 12.1%. 
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Next, I will explain our outlook for the fiscal year ending April 30, 2024. 

This is the plan for the fiscal year ending April 2024. While maintaining increased sales and profits, we plan to 
make aggressive investments to expand earnings. 

Sales are projected at JPY7,688 million, up 30% YoY. Based on the trend of past performance, we expect 
organic growth in the current fiscal year as well. In addition, we expect that the current situation, in which 
the number of inbound travelers to the city has increased dramatically since the COVID-19 pandemic, will lead 
to the opening of new stores and the streamlining of operations at existing stores. 

Operating income was JPY914 million, up 2.4%. We have already received several questions about the decline 
in the operating margin. We are taking on more SG&A expenses to ensure that we will achieve the ARR target 
set in our medium-term management plan. 

This includes personnel, advertising, and R&D expenses. Of course, we do not use them in a wasteful manner, 
but our first two priorities are to obtain ARR and to increase sales linked to ARR. 
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Ahead of the July shareholders' meeting, we selected yesterday our nominees for the new year's Board of 
Directors. Ms. Saki Igawa, who was in charge of the launch of Blue Bottle Coffee Japan, has been added as an 
outside director. We look forward to utilizing her expertise in store management and corporate branding for 
our company. 

We are also pleased to report here that Mr. Shugo Suzuki, who was the General Manager of the Partner 
Promotion Department until last year, has been promoted to the position of Executive Officer, strengthening 
our executive management structure. 

 

経営幹部体制の強化
3. 2024年4月期 業績見通し  

決算説明資料のP58

井川 沙紀 

スタッ フサービスHD、 プレッ ツェルジャパ

ン、 ト リ ド ール、 BLUE BOTTLE COFFEE Inc.

アジア支社長を経て、 2022年インフロレッ セン

スを創業。  

店舗経営と企業ブランディ ング、  コミ ュニケー

ショ ン戦略の知見に期待。

社外取締役（ 新任候補者）  

ブランディ ング/コミ ュニケーショ ン戦略

社外取締役を 1名増員（ 予定） 内部昇進により 新執行役員に

鈴木 周吾

製造小売企業を経て2016年入社。 サービスパ

ート ナー制度やパート ナー推進部の立ち上げ

に従事。  

またアプリマーケッ ト や決済事業の立ち上げ

を推進。

執行役員 
ビジネスアライアンス/アプリマーケッ ト 担当
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I will continue by explaining our long-term vision, medium-term management plan, and our growth strategy. 

Two years have passed since we started the plan called VISION 2031. The plan is to acquire 300,000 active 
stores and become Japan's leading POS company. 

I will deviate from the material a little about why we want to be the best in Japan, but I will briefly talk about 
it.  

 

レジの歴史は長く 、 電機メ ーカーの市場
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

引用：  W ikipedia
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As you may know, cash registers have existed for more than 100 years, and almost all stores in Japan have 
them. Therefore, it can be said that the market has been saturated, and in Japan, Toshiba TEC and other 
electronics manufacturers have created the market. 

 

In contrast, Smaregi was created to specialize in its contents, software and data. We use iPads for our smart 
cash registers, but we see no problem with that being replaced by mobile ordering, ticket vending machines, 
and e-commerce sites. 

 

スマレジはソフト ウェ アとデータに特化
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

H ARD W ARE

SOFTW ARE &  D ATA

データ経営の時代がく る
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

データ 収集 → 分析 → 活用
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This is because we believe that the era of data management will come, in which data such as who bought 
what, when, where, how many, and at what price will be collected, analyzed, and utilized.  

 

This is our management philosophy, OPEN DATA, OPEN SCIENCE. The POS data of a store is the customer's 
own, and our goal is to make it easy for customers to easily access and use that data. That has become the 
most important feature of the current Smaregi. 

 

We have three mechanisms for moving data in and out of the system. The first, CSV, is simply a mechanism 
for uploading and downloading as an Excel file. The second one, API, is a function for developers to directly 

スマレジはデータの出し入れが簡単
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

開発者向け。 会計や基

幹システム等、 他社サ

ービスとの連携が可能

他社CRMやERPなど連携実績多数

アプリマーケッ ト

様々な業種への多面的

なアプローチと利便性

の向上を実現

オープンAPICSVインアウト

大半のデータを  

CSV形式でアッ プ・  

ダウンロード 可能

必要な  

機能が自由に 

買える

大企業の 

リ プレイス需要 

にも対応
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integrate with other systems and services. For example, sales data can be developed to be directly connected 
to an accounting system or accounting software. The third one, application market, is a platform. In other 
words, Smaregi is the basic platform, on top of which various additional functions and additional applications 
can be added or removed. 

 

There are two major types of businesses among Smaregi users: retail and restaurant, but even within the 
retail industry, there are, for example, glasses store, clothing stores, cake shops, etc., and the business systems 
everyone wants are quite different. If you were a cake shop, you would have to manage expiration dates and 
production processes, and it would be impossible for us to handle and pick up all of their requests. 

 

多種多様な店舗業態が存在する
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

欲し い機能はみんな違う

そこでアプリマーケッ ト をリ リース
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし

2020年リ リース
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Therefore, three years ago, in 2020, we created a system called the App Market. Basic functions are provided 
by Smaregi. Niche functions and special operations for each type of business can be added or removed as 
needed. 

 

In the two and a half years since we started this App Market system, the number of apps has exceeded 100. 
The combination of the basic functionality of a highly functional Smaregi with the ease of connectivity is now 
a key feature. Now, Smaregi is based on this platform strategy. 

 

リ リースから２ 年半で100個を超える
4. 長期ビジョ ンと中期計画 

決算説明資料 記載なし
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Now, back to the mid-term plan. Please see page 37 of the material. Software and data are important, not 
hardware sales, and so the most important KPI is ARR accordingly. 

 

ARR for the fiscal year ended April 2023 was JPY4.3 billion, compared to the plan of JPY4.1 billion. Three years 
from now, in the fiscal year ending April 2026, we aim to achieve an ARR of JPY9.1 billion. 

In our medium-term plan, we have left next year's plan unchanged at JPY5.35 billion, but we have also set an 
average annual growth rate of 30%, which we will continue to work toward achieving this year. 
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Now, I will explain specific measures on how to obtain an ARR. ARR can be expressed as the number of 
customers, here multiplied by the number of stores per customer. We need to increase both the number of 
customers and the unit price per customer. 

There are three measures to increase the number of customers: strengthening targets through market 
segmentation strategies, approaching e-commerce businesses, and continuing S&M investments. There are 
also three measures to increase the cost per customer: strengthening payment services, reinforcing the App 
Market, and reinforcing the Smaregi TimeCard. 

 

The first is a market segmentation strategy. This is a step forward from the platform strategy explained earlier. 

We will segment retailers and restaurants, which are the main targets of Smaregi, more finely and precisely. 
We will provide solutions that properly fit each type of business. We are currently conducting interviews in 
each of these industries to find out the issues while deepening our industry knowledge. 
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The next strategy is to approach EC businesses. We see this as essential for the retail industry in general, even 
before segmentation. 

I believe that the majority of companies are now operating several e-commerce sites at the same time, not 
one e-commerce site. Users will find it overwhelmingly easier to link store and e-commerce management, 
including sales, inventory, and customer management. Therefore, we will concentrate on strengthening this 
area and expand its introduction to retailers. 

We have already made some progress in implementing this functionality through the App Market, but we are 
still working on improving it. 
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Third, we continue to invest in S&M. While we will not explosively increase our advertising budget, we will 
continue to focus on more efficient and effective advertising. 

In addition, we will increase the number of salespeople and at the same time provide training to improve the 
quality of sales. 

 

This is a measure to increase the cost per customer. The first is to strengthen payment services. We brushed 
up PAYGATE and were able to grow it significantly with a positive 63.8% YoY growth, but we feel there is still 
a lot of potential. 
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We will further improve the service and aim to increase revenue by acquiring new customers, selling the 
service as a set with Smaregi, and promoting proposals to existing Smaregi users. 

 

The second is to strengthen the application market. This platform strategy with the App Market is very 
important to us, as it is the foundation of our market segmentation strategy and our approach to e-commerce 
businesses. 

The CVC, Smaregi Ventures, also serves to strengthen this App Market. We will work to expand both the 
number of applications and the number of users. 
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The third is TimeCard reinforcement. Originally, we did not have a dedicated team, and we have a history of 
making proposals along the way when we sell Smaregi, but a dedicated sales team has started working on the 
project. 

In the future, we will further strengthen our overall structure, including development, marketing, sales, and 
support. 

 

Finally, M&A. We are actively considering M&As that will directly accelerate the speed of our future growth. 

Our policy is as stated in the material, and we will continue to consider projects from time to time, focusing 
on three areas that will directly contribute to the realization of our medium- to long-term plan: those that will 
increase the number of Smaregi customers, those that will increase the unit cost per customer, or those that 
will lead to the acquisition of IT engineers. 
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We aim to be the new standard and create an era in which anyone can easily utilize data as a matter of course 
and aim to have 300,000 active stores by 2031 and the top class market share in Japan. 

This was the explanation of our full-year financial results for the fiscal year ended April 30, 2023. 

  



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

Question & Answer 

 

Niki [M]: We will proceed with the Q&A from here. We will answer as many as the time permits. Please note 
that similar questions will be answered together. 

Next, I would like to introduce our panelist. Mr. Daisuke Aiba, Senior Analyst, Investment Research 
Department, IwaiCosmo Securities Co. In addition to your questions, Mr. Aiba will also ask questions. Mr. Aiba, 
please go ahead. 

Aiba [M]: My name is Daisuke Aiba, an analyst at IwaiCosmo Securities Co. Thank you. As moderator today, I 
would like to pose various questions to Mr. Yamamoto. 

First, please begin with the questions we received in advance. 

Aiba [Q]: I was wondering what differentiates your system from other companies' systems. As an analyst, I 
would also like to add to the question. If you have any specific examples of when you competed with other 
companies in business negotiations in the previous year and you won. 

Yamamoto [A]: Thank you for your question. It came up quite a bit in the first half of the explanation, but the 
ability to link data is now the most important feature. The reason is that the cash register function and the 
sales management part that manages cash register sales are not so different from those of our competitors. 

Also, when thinking about what is convenient for stores and what is necessary for them to be able to do while 
prices are not that different, I think it is very important to analyze store data and use it to make business 
decisions. 

As I mentioned earlier, CSV data can be uploaded and downloaded, and there is a full range of API tools for 
system integration for developers, as well as an app market that allows customers to add and remove various 
additional apps. This is a very important feature. 

Nowadays, stores don't make membership cards, for example, and they often communicate with customers 
by becoming LINE friends. In addition to Smaregi, our app allows them to easily link their LINE friends. Some 
customers have introduced Smaregi because they found this attractive.  

Also, a restaurant in Ehime Prefecture has a BI tool, a system that uses AI to forecast demand, and since 
Smaregi can be easily connected to such a tool, they chose Smaregi. We are gradually seeing an increase in 
the number of customers who are installing not only Smaregi, but also some additional functions in 
combination with it. 

Aiba [Q]: You mean that the information collected by Smaregi will be able to be used by AI, etc., right? 

Yamamoto [A]: Yes. Basic sales data can be collected by Smaregi, so it can be connected to an external system 
and analyzed by AI. 

Aiba [Q]: Thank you. Could you please continue with the results of your analysis of the impact of the price 
increase and its effects, as well as your projections? 

Yamamoto [A]: We weren't sure how the price increase would affect our business, but we did it carefully, 
conducting interviews with customers in turn. I think cash registers and POS systems cannot be switched so 
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quickly as switching costs are very high. So, if any of our customers are thinking about replacing their POS 
system if we are going to raise their prices, they cannot replace it right away. 

We were a little concerned that churn might occur roughly in six months to a year, but so far, six months after 
the price increase, the churn rate has not changed much. That simply added to the MRR, and the impact was 
that sales went up, or it's like they directly contributed to the increase in MRR and ARR. 

We also worried that new inquiries might decrease, but there has been a  steady growth in leads and business 
negotiations, and I do not think there has been much of a negative impact. 

Aiba [Q]: Thank you. When do you plan to start paying dividends? Why the Company does not pay dividends 
even though it has increased profits? 

Yamamoto [A]: Thank you for your question. 

We recognize that we are still in the growth phase, and since we are at the stage of trying to capture the top 
domestic market share with our long-term vision of VISION 2031, we are currently working in the style of 
putting retained earnings into the next investment. 

Aiba [Q]: Thank you. Please tell me about your upfront investment. 

Yamamoto [A]: Since there are no facilities, etc., the upfront investment is basically an increase in personnel 
costs related to hiring. Then there is an increase in R&D and advertising expenses, which, roughly speaking, 
are the three major factors. 

Aiba [Q]: Thank you. Also in the profit margin area, the operating margin has dropped a little from 15.1% to 
11.9%. Is this a temporary drop and will it eventually return to normal, and if so, when? 

Yamamoto [A]: This fiscal year is about 15%. The plan for next year drops a bit to 11.9% or so. Is the question 
regarding why that is? 

We have just started anew with the renewed mid-term management plan. It says that we aim to achieve an 
ARR of JPY9.1 billion or more in three years, and since we have set ARR as our most important KPI, we will 
definitely achieve that first. 

However, the top priority is to achieve sales that are linked to ARR, so the profit margin may decrease a little. 
We do not believe in wasting money, but we would like to try to make as much room as possible for our SG&A 
expenses and try to implement various measures and various initiatives, so the profit margin will decrease in 
that area. 

Aiba [Q]: Is the guidance conservatively estimated from the Company perspective? 

Yamamoto [A]: I think that our disclosures, especially with regard to planned figures, are certainly 
conservative, as I think that it is not good to go below the planned figures. It is our company's policy to always 
disclose where we can go, as we could not have predicted that it would fall below, or rather our plan was 
naive. I think it is not good to say that we can do this much on a gut feeling basis and disclose large target 
values without any support, so we tend to be conservative. 

Aiba [Q]: Please explain the breakdown of SG&A expenses in your full-year earnings plan for the fiscal year 
ending April 2024, and in particular, to what extent do you expect to increase advertising expenses from the 
previous year? 
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Yamamoto [A]: We have been gradually increasing advertising expenses, and we expect to add a little more 
in the next fiscal year, but not to the extent that we will spend more than JPY1 billion on advertising alone. 

Aiba [Q]: Thank you. Could you please explain the details regarding net income? Final profit is expected to be 
JPY636 million, a decrease of 28.3% from the current term. 

Yamamoto [A]: I think the question is asking why the profit for next year will be lower where this year is over 
JPY800 million and next year will be in the JPY600 million range. 

The current fiscal year recorded an extraordinary profit and loss, as we merged with our subsidiary Royal Gate 
Co. We did it last July, and that's where the extraordinary gain from the merger came from. More than JPY200 
million has been posted as extraordinary profit, so net income has increased slightly this year only. This is for 
this year only, so next year will be a bit lower. 

Aiba [Q]:  What do you think about today's stock price drop, which is contrary to expectations? 

Yamamoto [A]: It is difficult for me to comment on the share price, since it is decided by the shareholders, 
but I would like to concentrate on generating a certain level of solid profit and then maintaining a high growth 
rate in the future, so please keep your expectations high. 

Aiba [Q]: What is the time frame you envision for the effect of this fiscal year's investment to be reflected in 
ARR and growth rate of number of customers? 

Yamamoto [A]: Particularly in terms of advertising expenses, we are engaged in awareness activities, but we 
are also increasing the weight of advertisements that directly lead to leads and business negotiations, so we 
are now focusing on measures that will be effective in the shortest possible time. We have a three-year ARR 
plan, and our priority is to reach an ARR of over JPY9.1 billion as quickly as possible, so we are focusing on 
measures that will produce results within the next three years. 

Aiba [Q]: Thank you. You seem to be taking a significant amount of SG&A expenses for a 30% increase in 
revenue this fiscal year, and I was wondering if you could give me a rough breakdown. I would appreciate it if 
you could give me a sense of what you think the percentage should be. 

Yamamoto [A]: As for manufacturing costs and purchases, I don't think the ratio will change that much, just 
a slight increase. Then again, we are a software company, so it is personnel costs for increasing the number 
of development members. We have been chronically growing in sales, marketing, customer support, and 
general back-office year after year, and we have always been short on staff, or rather, we have always been 
on the edge of staffing, so we have a very large budget in the area of personnel expenses. 

Then, to repeat what I said earlier, we will do advertising, so there will be a slight increase in that area. Then 
there are R&D expenses. We want to do a variety of R&D to find the next seed, so we are also increasing our 
R&D expenses a little. 

Aiba [Q]: Thank you. Since you mentioned headcount, I understand that the headcount has increased 
considerably, and you are planning to invest in human resources for the fiscal year ending April 2024. I would 
also like to ask for your thoughts on the next fiscal year and beyond. In addition, I would like to know what 
kind of human resources you would like to have. 

Yamamoto [A]: We are currently hiring in all departments, sales, marketing, customer support, and 
development, to repeat what I said earlier. The personnel we need change from time to time, but we also 
need leaders, senior engineers, and young members, and we conduct total recruitment activities. 
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Aiba [Q]: This fiscal year, you hired 52 people. I would also appreciate it if you could tell me how many more 
you plan to hire this fiscal. 

Yamamoto [A]: Recruitment is difficult to keep to plan, and it depends on whether we find good people, or 
rather, matches, but we need to recruit at least 50 people like last year, and if we can, we would like to recruit 
80 to 100 people. 

Aiba [Q]: Thank you. Do you plan for the operating profit margin to basically decline until the achievement of 
the medium-term management plan? Also, please give us an estimate of the operating profit margin after the 
achievement of the medium-term management plan. 

Yamamoto [A]: I don't think we want to unnecessarily lower the operating profit margin, and we should make 
a profit every year. In this context, I hope to adjust while watching to see when and how fast ARR can build 
up, and we would like to make a profit if we can. 

Aiba [Q]: Thank you. Could you please explain the share buyback? Is it under consideration and if there are 
any plans to implement it? 

Yamamoto [A]: We have done two share buybacks in the past, most recently in June 2022, so just about a 
year ago. There are two ways to do this: to allocate the Company's shares as incentives for employees and 
directors, for example, and to stockpile them in case there is a stock swap in an M&A transaction. We just did 
this a year ago, so we don't have any immediate plans, but we would like to keep an eye on the stock price 
and consider it again if the use comes up, if it does. 

Aiba [M]: Thank you. Your company's salary seems a bit low compared to other cloud providers. Do you have 
any plans to raise wages this fiscal year? Also, at your current salary level, how do you perceive your 
competitiveness in the labor market? 

Yamamoto [A]: Salaries have actually been raised slightly this spring. We have not disclosed this, but we have 
just implemented a base increase. 

It is difficult to say how the salary level compares to other companies, but in our case, for example, all call 
center operators are full-time employees. Compared to software engineers, for example, the labor costs for 
call center operators are relatively low, and I think this pushes down the average salary of the Company as a 
whole a bit. So, there is a possibility that the Company may look bad, but we are not losing employees because 
the salary is low, so I think it should be about this much. 

Aiba [Q]: Is the salary level still such that you can attract human resources? 

Yamamoto [A]: Yes, that’s right. 

Aiba [Q]: What is the current utilization rate of your sales force? 

Yamamoto [A]: In terms of sales utilization and personnel, everyone is working at full capacity, and we have 
three showrooms in Tokyo, and one each in Osaka, Nagoya, and Fukuoka. I'm sorry, I don't have the exact 
numbers, but I'd say that in terms of the availability of rooms in the showroom there, about 50% are visited 
by customers. 

We are also putting a lot of effort into online business negotiations, and even to customers who cannot come 
to our showrooms, we are now able to introduce our products through online business negotiations, so online 
sales have increased considerably. I guess the rate of utilization there might be higher. 
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Sorry, I don't have the exact numbers. 

Aiba [Q]: Thank you. We recognize the reversal of deferred tax assets recorded last year as one of the factors 
contributing to the decrease in after-tax income this year, but I would like to confirm that the reversal will not 
occur at current earnings levels. 

Yamamoto [A]: I have the finance and accounting manager in front of me now, so she will answer the question. 

Shikichi [A]: Let me explain. 

It is true that after-tax income is now declining, but since taxable income has remained steady without any 
problems, we do not believe that the reduction in deferred tax assets will have any particular impact. 
Therefore, we do not expect excessive reversals to occur at this time. 

Yamamoto [M]: Thank you very much. 

Aiba [Q]: With respect to the ARR growth forecast, what are the risks of not meeting it? Also, please tell us 
how you see the medium- to long-term challenges here. 

Yamamoto [A]: It is hard to tell if there is a possibility that we will not meet the ARR forecast, because it is in 
the future. Of course, there is a possibility that we will not meet it, but that could be due to a change in major 
external factors surrounding the stores, like the COVID-19 pandemic, which of course could eliminate the cash 
register contract. 

Although it has not happened so far, since Smaregi stores all of the sales data for each customer, there could 
be a possibility where the server may go down, or some other fatal error, such as the loss of the entire data. 

However, we have been conducting this business for about 10 years, even under the COVID-19 pandemic, and 
the number of customers has always tended to increase, so I think it is unlikely that we will suddenly lose 
customers. The rate of growth will depend on the efforts of salespeople, or rather, on how hard they work in 
their sales activities. 

Aiba [Q]: Thank you. You mentioned that manufacturing and procurement costs will increase. Am I correct in 
understanding that the gross profit margin will decrease by that amount? 

Yamamoto [A]: The gross profit margin may drop a little, but we have raised our prices, and the weak yen, or 
the impact of the exchange rate, and the impact of servers and other factors were not so great, so I think we 
can keep the gross profit margin at a certain level. 

The other thing is that we are now allocating engineers to labor and cost of goods, and it is possible that the 
cost of goods will go up a bit if the engineers' man-hours are taken. That's the only thing that might change a 
bit. 

Aiba [Q]: Thank you. Please tell us if you are considering a stock split. 

Yamamoto [A]: As I recall, the TSE gives guidance on stock splits, generally saying to consider a split when the 
price exceeds JPY5,000, but at the moment we have no plans to do so since the price has not exceeded 
JPY5,000. 

Aiba [Q]: Thank you. What are your thoughts on the decline in unit economics? 

Yamamoto [A]: I think advertising costs probably have a big impact. I think it is a little bit declining as we are 
trying different ads and different methods of advertising. These are the factors. 
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As I recall, we also include advertising costs for awareness activities in customer acquisition costs. I think that 
is a big part of it. If we stop awareness activities, it can go up a bit more if we focus only on things like Google 
listing ads, for example, to get direct leads, but we are trying various things. 

Aiba [Q]: Please tell us about the reasons for the decline in the gross profit margin in the previous year and 
what level of gross profit margin is likely to be when the medium-term plan is achieved. 

Yamamoto [A]: Is it about the monthly gross margin where the gross margin was higher for Smaregi alone? 
In the financial results presentation, on page 12, bottom right, the initial cost gross profit margin is 37.4%, 
which is from equipment sales. Since commercial equipment is relatively price-competitive, a gross profit 
margin of 30% or more can be secured. 

The gross profit margin for SaaS is 76.6%, and I don't have the trend data at hand, but I remember that it 
seems to have been gradually decreasing from around 80%. The gross profit margin has changed a little in 
such areas as the result of the addition of the PAYGATE service compared to Smaregi alone. 

PAYGATE is also making progress on PMI, so I am hoping that we will be able to gradually increase our profit 
margin. There are limits, and we cannot increase it indefinitely, but I think we can keep a certain line. 

Aiba [Q]: Since you just mentioned Royal Gate, please tell us how the PMI for Royal Gate is going, if there are 
any synergies being generated, and if you are going to focus on payment services, can you also tell us if this is 
where you can make it work? 

Yamamoto [A]: One of Royal Gate's PMIs is to enhance product appeal, but I think a lot of time was spent on 
culture fit of the workers, since it was originally a different company. 

As for the way we work, we receive applications from customers for our payment services, and after the credit 
card company reviews them, the customer opens them and starts using them. Royal Gate’s workflow for this 
process was completely different from that of Smaregi, so we have been working on fundamentally changing 
it, and we are still working on it to make it as efficient as possible. 

We were lucky that it contributed quite so much to sales, or to the addition of MRRs, but we did not foresee 
that much. We found that sales were quite good when combined with Smaregi, and we felt that we should 
expand the sales of PAYGATE. 

Of course, we will also sell the PAYGATE cashless payment service by itself, without combining with Smaregi, 
and we will of course put considerable effort into selling Smaregi and the cashless payment service PAYGATE 
as a set. We have also been going around informing existing Smaregi users of the new cashless payment 
system. 

I believe that these three points have allowed us to maintain a high growth rate now. Or rather, I think we are 
achieving the growth rate, so I would like to focus on that. 

Aiba [Q]: Thank you. Are there are any plans for products that match the declining population, such as 
unmanned cash registers where customers can still purchase items even without a person to operate the 
register? 

Yamamoto [A]: Thank you for your question. The basic idea behind Smaregi is not to provide a very expensive 
solution for large companies, but rather to make it easy and convenient, even with relatively dead technology. 
Therefore, it is designed for small and medium-sized stores. 
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There are many ways to operate unmanned stores, but if you want to operate them safely and properly, you 
have to spend a lot of money to install them, so I think it's not quite fit for us. 

I think we should rather focus on areas that are a bit simpler than unmanned stores, such as beef bowl 
restaurants or ramen shops, where ticket vending machines are very widespread. 

I would like to see PAYGATE used not only for ticket vending machines, but also for door-to-door sales, or 
services where a salesperson makes a round of the store and settles payments on the spot, rather than at the 
store. PAYGATE has the feature of being able to take the payment outside, rather than within a certain fixed 
IP address, so we would like to put more effort into such outside sales. 

We have many such projects in the Company, but we are not currently developing any very avant-garde 
unmanned stores or anything like that. 

Aiba [M]: Thank you very much. I understand that you are now exploring various directions. 

Yamamoto [M]: Yes, that’s right. 

Aiba [Q]: Are there any specific changes in advertising expenses to increase the number of customers? 

Yamamoto [A]: The breakdown of advertising expenses is shown on page 14 of the financial results 
presentation. 

It is natural that the budget for acquiring leads in the deep blue is being increased quite a bit, but on the other 
hand, the budget for acquiring awareness, TV commercials, radio, etc., is reduced a bit and the breakdown is 
being adjusted. 

Aiba [Q]: Thank you. The monthly number of registered stores has exceeded 500 stores, and I think it is going 
well, but can you please explain the factors here? 

Yamamoto [A]: The number of registered stores, or rather, the number of stores with paid subscriptions has 
been exceeding 500 stores on a monthly basis frequently. The reason for this is the increase in customers.  

I think the advertising has been effective, and the number of leads has increased steadily. Also, due to seasonal 
factors, March and April were rather busy months for us, so there was an increase in the last few months. 

Sales are now divided into groups: those who do primary reception and those who conduct business meetings 
and inside sales and field sales. For inside sales, we have always measured the negotiation turnover rate, and 
for field sales, we have always measured the closing rate, which is now being measured in much greater detail. 
We are actively working within the Company to improve our understanding of what kind of business 
negotiations are conducted by those with high closing rates and what kind of business negotiations are 
conducted by those with low closing rates. I think this is also contributing to increase the conversion rate.  

I also think that the negative impact of COVID-19 has almost completely disappeared. 

Aiba [Q]: I think you are in a situation where the COVID-19 pandemic is over and to some extent, the number 
of stores is increasing, but is there a possibility that this could go down again a little bit? 

Yamamoto [A]: No, I think the number will increase more. 

Aiba [Q]: Thank you. In your previous answer, you did not answer about the operating margin after the 
achievement of the mid-term management plan. Is it possible to ask about this again? 
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Yamamoto [A]: We have not yet seen the operating profit margin after the achievement of the mid-term 
management plan. We are running simulations, but they are still a bit inaccurate after three years, so we are 
not in a position to disclose them easily. 

Also, this time, there was a previous medium-term management plan, which was terminated early, and the 
next medium-term management plan was started. Once the prospects of this medium-term management 
plan are clear, we will create another plan. Then there is the possibility that we will invest to realize the next 
plan; therefore, it is difficult to say that we will make a certain profit at the end of the final year of the medium-
term plan. 

We want to continuously grow, especially plus 30%, etc., so I think we will prioritize high growth, but that 
does not mean that we will go into the red or anything like that. 

Aiba [M]: As the time is approaching, the next question will be the last one. I understand that you use ARR as 
an indicator. Are you considering future plans regarding increasing shareholder value? 

Yamamoto [M]: Increasing shareholder value? 

Aiba [M]: It would be in the form of a share buyback, as you mentioned earlier. I would appreciate it if you 
could explain the future outlook for these areas, such as dividends, etc. For example, whether you are thinking 
of paying out a dividend if you get a certain level of profit. 

Yamamoto [A]: I believe that both the Company and our business are currently in a growth phase, and I would 
like to see continuous business development and solid growth, which will, for example, increase our stock 
price and market capitalization, so our priority is the growth of the Company. 

As a result, I had an image of increasing profits per share for our shareholders and paying dividends as a goal 
much further down the road, but I would like to become a company that can pay dividends someday. Sorry, I 
am being vague? 

Aiba [M]: I asked you a lot of questions. Thank you. 

Yamamoto [M]: Thank you. Did I not answer all of them? Were there a few more? Thank you for all your 
questions. That is all for the Q&A. 

Niki [M]: Thank you very much for a lot of questions. 

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 would like to conclude by asking for your cooperation in filling out the questionnaire. The questionnaire 
will automatically appear on your screen after the meeting. It is a simple task that will take about 30 seconds 
to complete, and we would appreciate your cooperation in answering the questions. 

Yamamoto [M]: Thank you very much for your time today, Mr. Aiba. How did you feel about doing it today? 

Aiba [M]: We received quite a lot of questions today, so I could not quite finish answering them, but I hope it 
will help them to understand better. Thank you. 

Yamamoto [M]: Thank you. We will work for one year in the new fiscal year to realize the six measures under 
our medium-term management plan, and we ask for your continued support. Thank you very much for today. 
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[END] 

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