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Presentation 
 

Moderator: Since it is now the scheduled time, let’s begin. Thank you very much for joining us today for 
Smaregi, Inc.’s Q1 financial results briefing for the fiscal year ending April 30, 2027. 

 

Without further ado, let me walk you through today’s agenda.  

First, I will provide an overview of the financial results for Q1. Next, we will provide an overview of our 
business performance and ARR progress, followed by a Q&A session.  

Now, Mr. Miyazaki, please. 

Miyazaki: Thank you for attending today's financial results briefing. I am Miyazaki, Representative Director.  

Yesterday, we announced our financial results for Q1 of the fiscal year ending April 30, 2027. Today, I’ll keep 
my commentary brief and focus on just a few key points, limiting it to the first 20 minutes or so. In addition 
to our Q1 financial results, I will explain the progress of our businesses, with a focus on POS and payment 
services, as well as how the various initiatives are proceeding in this first year of our Third Mid-Term 
Management Plan. 

I will skip some of the details regarding the specific business KPIs and devote the remaining time to a Q&A 
session. Today's Q&A session will be handled by Director Takamadate and myself. Please feel free to ask 
questions not only about our overall business strategy, but also about our M&A strategy, marketing, and the 
progress of our medium-term management plan. We plan to begin the question-and-answer session at 
approximately 10:50 AM. 

Now, I would like to explain our performance for the fiscal year ending April 30, 2027. 
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The highlights of our performance on page three.  

In Q1 of the fiscal year ending April 30, 2027, ARR, our most important metric, rose 22.9% YoY to JPY11.589 
billion. Net sales increased by 19.7% YoY, and operating profit rose by 73.3%, with both ARR and operating 
profit reaching all-time highs. Amid continued sales growth, operating profit rose significantly, making this a 
quarter marked by improved profitability. The number of employees also increased by 9.3% YoY to 483, and 
we are continuing to strengthen our organizational structure to support future growth. 
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This is the income statement on page four.  

Q1 net sales rose 19.7% YoY to JPY3.608 billion, driven by the accumulation of recurring revenue. The increase 
in cost of sales was limited to 9.7%, while gross profit rose 24.9% YoY, outpacing the growth in net sales. On 
the other hand, selling, general, and administrative expenses rose by only 4.3% YoY; as a result, operating 
profit increased by 73.3% YoY to JPY1.027 billion, and the operating margin reached 28.5%. The significant 
increase in profits was driven not only by sales growth and an improvement in the gross profit margin but also 
by the containment of selling, general, and administrative expenses. 

Since we had invested heavily in advertising and promotional expenses during Q1 of the previous year, this 
significant increase in profit also reflects a rebound from that. As gross profit is growing at a faster rate than 
net sales, the company’s earnings structure is continuing to improve due to the accumulation of recurring 
revenue.  

I will explain the changes in profit margins in more detail later. 
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This is the balance sheet on page five.  

Total assets amounted to JPY13.856 billion, and net assets amounted to JPY9.833 billion. Thanks to our 
consistent accumulation of profits, our equity ratio remains at a high level of 71%. Current assets and current 
liabilities have increased compared to the same period last year; this is primarily due to an increase in accounts 
receivable and accounts payable resulting from the in-house processing of settlement operations within the 
payment services business. We have secured JPY7.66 billion in cash and deposits, and we continue to maintain 
sufficient financial flexibility for growth investments. 
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See page six.  

The Q1 net sales progress rate stands at 23.4%, and the operating profit progress rate stands at 25.7%. While 
our financial performance typically tends to be stronger in H2, we are currently making steady progress 
toward our full-year targets. The operating profit margin stands at 28.5%. 

This was due not only to an improvement in gross profit margins resulting from the accumulation of recurring 
revenue, but also to the fact that the increase in selling, general, and administrative expenses was limited. 
Since we had invested heavily in advertising expenses during Q1 of the previous year, this improvement in 
profit margins also reflects the impact of comparisons with the same period last year. 
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See page eight. Factors contributing to the YoY change in operating profit.  

First, the increase in sales, amounting to JPY594 million, served as a positive factor and was a major driver of 
the growth in operating profit. 

On the other hand, the increase in cost of sales was limited to JPY100 million. This is due not only to the 
increased proportion of recurring revenue but also to the continued improvement in the gross profit margin 
of the payment business itself. 

With regard to selling, general, and administrative expenses, personnel costs have increased as a result of 
strengthening our workforce. In addition, other expenses, primarily outsourcing fees, have also increased. 
Advertising expenses decreased compared to the same period last year. As I mentioned earlier, I believe the 
results for Q1 of the previous year were affected by the high level of advertising spending we carried out 
during that period. 

As a result, the positive impact of sales growth and improved gross profit margins significantly outweighed 
the increase in costs, leading to a substantial YoY increase in operating profit. 
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See page nine.  

Monthly service fees and other revenue continued to show strong growth, rising 22.7% YoY, driven by 
business growth centered on POS and cashless payments. As a result, the ratio of recurring revenue has risen 
to 79.4%. The gross profit margin for monthly subscription fees and other items stands at 81.2%, and the 
accumulation of recurring revenue is contributing to an overall improvement in profitability. The gross profit 
margin for equipment sales and related items decreased by 6.2 percentage points from the previous quarter 
to 17.8%. 

The main reason for this was that we recorded an impairment loss on equipment inventory that we had held 
in greater quantities than usual to ensure a stable supply. It wasn't that our inventory sales had deteriorated; 
rather, due to factors such as the semiconductor shortage, we decided it would be better to make a bulk 
purchase, and that had a significant impact.  

While this figure may fluctuate depending on future inventory levels and procurement conditions, this decline 
is not expected to continue indefinitely. We will continue to focus on expanding recurring revenue as the 
cornerstone of our efforts to improve overall profitability. 
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Selling, general and administrative expenses on page 10.  

Selling, general, and administrative expenses for Q1 totaled JPY1,451 million, representing a 4.3% increase 
compared to the same period last year and a 1.6% increase compared to the previous quarter. 

Compared to the same period last year, we have kept overall expenses in check by reducing advertising and 
promotional expenses following a review of selling, general, and administrative expenses, which were at a 
high level in Q1 of the previous fiscal year.  

Labor costs have increased YoY due to organizational expansion. Compared to the previous quarter, personnel 
expenses, which had temporarily decreased due to the reversal of the provision for bonuses, have returned 
to normal levels, and the SG&A ratio has risen from 38.3% to 40.2%. Selling, general, and administrative 
expenses continue to show a trend of being kept in check relative to sales growth. 
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See page 11. Advertising and promotional expenses for Q1 totaled JPY381 million, a 9.5% decrease from the 
previous quarter. 

Although our marketing investment has decreased due to the cancellation of large-scale events and the 
impact of increased brand awareness advertising compared to the same period last year, this does not mean 
we are scaling back our marketing investment aimed at growth. While continuing to invest in lead generation 
and brand awareness, we are reviewing our operations with a focus on CPA. Total S&M expenses amounted 
to JPY725 million, remaining at the same level as the previous quarter, and we plan to actively invest in growth 
areas. 
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Next, I will explain the status of our business.  

In Q1, we continued to implement initiatives aimed at expanding our business foundation and fostering future 
growth, in line with our store OS strategy. In May, we launched our store’s OS Fund and established a 
framework for growth investments, including M&A and equity investments. In addition, we have completed 
the merger with the Online Store Support Division and are moving forward with the integration of our 
management and development structures in the e-commerce sector. Our business foundation continues to 
expand, as evidenced by the cumulative POS transaction volume surpassing JPY15 trillion. 

From among these, I would like to explain the topics that are currently attracting the most attention. 
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Page 15. This is regarding the much-discussed change in the consumption tax rate.  

The government has announced its plan to lower the consumption tax rate on food items to 1% for a two-
year period starting in April 2027. When tax rates change, adjustments will be required for store cash registers 
and related systems.  

Smaregi supports multiple tax rates as standard and is essentially a system that can flexibly accommodate 
changes through configuration adjustments. In addition, the government has indicated its intention to 
promote the adoption of smart register systems through subsidies and other measures. We view this not only 
as a change to the system itself, but also as an opportunity to review our store systems and accelerate our 
transition to the cloud. 

Next, I’ll explain our current business growth using KPIs. 
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Please see the ARR trend on page 16. ARR at the end of Q1 was JPY11.589 billion, up 22.9% YoY and up 4.8% 
QoQ. 

While POS sales are supporting the overall revenue, cashless payments, up 38.6% YoY, and cross-selling are 
driving growth. Recurring revenue, including from timecards and e-commerce, is expanding, and we are 
making steady progress in line with the strategy outlined in our Third Mid-Term Management Plan to establish 
the payments sector as our second growth engine. 
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Next on page 21. Starting with this report, we have begun disclosing cross-sell ARPA, which reflects the 
number of contracts combining POS with other services, as well as the monthly service fee per contract. 

As part of our ARR growth strategy, we are focusing on introducing multiple services, including payment 
solutions, hardware subscriptions, the App Market, and time-clock systems, to our existing POS customers, in 
addition to our POS offerings.  

The number of cross-sell contracts in Q1 was 11,326, and the cross-sell ARPA was JPY46,148, an increase of 
8.8% compared to the same period last year. Thanks to the expansion of our customer base and the 
diversification of services used by each company, we are steadily increasing our ARR. 
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Next, I will explain the KPIs for payments and fintech, which are the pillars of growth in our Third Mid-Term 
Management Plan.  

 

See page 23. 

At the end of Q1, the number of active contracts stood at 17,803, representing a 14.5% increase compared to 
the same period last year, while ARPA rose 22.7% to JPY12,895, indicating growth in both the number of 
contracts and the average revenue per account. The cross-selling rate for POS users has risen to 34.1%, 
indicating that implementation is progressing steadily. 
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Please note that due to omissions in the data used for calculation, we have recalculated the cross-sell rate, 
including historical data. Since this revision has no impact on the overall trend, please refer to the Appendix 
for details. 

Payment ARR stood at JPY2.754 billion, up 38.6% YoY and 7.3% QoQ. In addition to increased cross-selling at 
the POS, our monthly fixed revenue and payment processing fees are growing steadily. Partly due to the 
increase in payment transaction volume during Golden Week, the growth model outlined in our mid-term 
management plan, which focuses on expanding payment usage based on our POS customer base, is yielding 
significant results. 
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Finally, here is the ARR progress and guidance on page 29.  

We are projecting ARR for the fiscal year ending April 2027 to be JPY14.2 billion, a 28.4% increase from the 
same period last year, and as of the end of Q1, it had reached JPY11.589 billion. 

This fiscal year, we intend to continue focusing on expanding cross-selling through the integrated provision of 
POS and payment solutions, while also adapting to environmental changes such as equipment subscription 
models, reforms in the payment value chain, changes in the consumption tax rate, and tax-free refunds. First, 
we will build up our ARR to reach JPY14.2 billion this fiscal year and then work toward our medium-term target 
of JPY22.2 billion. 

Now, I have explained our performance for the fiscal year ending April 30, 2027. To ensure we have as much 
time as possible for discussion with all of you today, I have limited my presentation to the key points. 
Regarding the business KPIs, specific initiatives, and any other matters of interest that we were unable to 
cover fully in the presentation, we will address them during the question-and-answer session that follows. 
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Question & Answer 

 

Moderator [M]: Okay, we will now go to the question-and-answer session. Today's session is handled by 
Representative Director Miyazaki and Director Takamadate. Please note that we may provide a consolidated 
response to similar questions. We’ll do our best to answer as many of your questions as possible within the 
time we have, so thank you for your cooperation.  

Now, Mr. Miyazaki and Mr. Takamadate, please. 

Takamadate [M]: Well then, I, Takamadate, will join the discussion from here on and answer your questions. 
First, I’d like to answer the questions we received through the pre-registration form. 

Participant [Q]: First, I’d like to ask about the impact of the consumption tax cut on business performance. To 
what extent do you estimate the consumption tax revision will boost demand? 

Miyazaki [A]: This has not been factored into the earnings forecast for the fiscal year ending April 30, 2027. 
While there was a surge in demand following the introduction of the reduced tax rate in 2019, we believe that 
many businesses have already completed the transition to cash registers capable of handling multiple tax 
rates.  

Therefore, we do not assume that the market as a whole will suddenly see a widespread replacement of cash 
registers solely due to this change in the tax system. Of course, I imagine there are customers who didn’t 
replace their registers when the reduced tax rate was in effect, so I expect there will be some increase, but I 
don’t think it will be as massive a surge in demand as there was with the reduced tax rate. 

Takamadate [M]: Thank you very much. Next question. 

Participant [Q]: In light of the recent bankruptcy of Zentoshin, the impact was already explained at the 
shareholders’ meeting as being minor, but I would like to ask this question again. Please tell us about the 
screening process for PAYGATE, Smaregi, and "Pay Later" users, as well as the stability of their working capital. 

Miyazaki [A]: It is said that one of the factors contributing to Zentoshin’s bankruptcy was an “early payment 
service” that prioritized disbursements to merchants over receiving payments from credit card companies; 
however, our company does not employ such a practice. Since we process both incoming and outgoing 
payments on the same day, this does not place a burden on our finances.  

On the other hand, I believe there are concerns that Smaregi RBF is equivalent to such services. While we 
have launched this service, we are operating it through a business partnership with BASE, so we at Smaregi 
do not bear any risk of bad debt. Therefore, even if unpaid bills were to accumulate, I believe the impact 
would be virtually nonexistent. 

Takamadate [M]: Thank you very much. Next question. 

Participant [Q]: Regarding stores that have adopted the system, please tell me what percentage of them are 
small and medium-sized businesses.  

Miyazaki [A]: As for the definition of small and medium-sized businesses, if we were to set the range from 
two to 300 stores, the majority of our active stores would fall under that category.  

https://ssl4.eir-parts.net/doc/4431/tdnet/2776252/00.pdf
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Takamadate [M]: Thank you very much. Since one of the questions I just received in real time asked for a 
breakdown of the businesses, the answer we just provided answered those questions. 

Participant [Q]: We’ve seen a series of instances where the Smaregi system’s foresight has paid off, such as 
the changes to the consumption tax rate and the tax-exempt system. Are there any other developments 
planned or likely to occur in the future?  

Miyazaki [A]: While maintaining the flexibility of our systems, we have been serving a wide range of industries, 
including food service, retail, and apparel. I believe that the fact that our management team has an 
engineering background, which enabled us to build systems that are both robust and highly flexible, was the 
key factor in securing this opportunity. Similarly, since we handle everything in-house, from development and 
sales to customer use and support, we are well-positioned to respond quickly to changes even in the age of 
AI. We intend to continue maintaining a structure that will allow us to adapt to future changes in the external 
environment. 

Takamadate [M]: Thank you very much. 

Participant [Q]: It has been six months since we began preparations for the transition to the Tokyo Stock 
Exchange Prime Market. Could you please provide the schedule for the formal application?  

Takamadate [A]: I will answer your question. We have begun full-scale preparations starting this fiscal year, 
but since we announced this as part of our medium-term plan, we would like you to consider it as a project 
that will span the duration of the medium-term plan. 

Participant [Q]: I understand that your advertising strategy prioritizes efficiency, is it correct to assume that 
the phase of significantly increasing advertising spend to build brand awareness is over?  

Takamadate [A]: I will also answer this question. With regard to lead generation, we will continue to prioritize 
lead conversion efficiency in our operations. As for cognition, I plan to continue monitoring performance and 
proceed accordingly. 

As for whether we will significantly increase our advertising budget, I expect there will be some fluctuations 
from QtoQ. On page 11, there is a slide showing advertising and promotional expenses and S&M costs. As you 
can see, we typically record slightly higher figures for Q4. 

Sponsorship opportunities for large-scale food festivals tend to come in during Q4 of each year, and as Mr. 
Miyazaki mentioned in the overview presentation earlier, there were periods during Q1 and Q2 of the 
previous fiscal year when we could secure ad placements at very low costs.  

As a result, we have significantly increased our inventory in that area, and as a consequence, when looking at 
Q1 of this fiscal year on a YoY basis, we are seeing a significant decline. While we don’t anticipate any 
significant increases or decreases, since we have set an annual budget, we plan to manage our ad spending 
while monitoring the ratios of sales, SG&A expenses, and advertising expenses. 

Participant [Q]: My understanding is that, for Q1 of the fiscal year ending April 30, 2027, a shift in revenue 
composition toward monthly subscription fees and other charges, along with cost reductions resulting from 
in-house development of the cashless payment business, contributed to an improvement in the gross profit 
margin. In order to understand this improvement, which of the two factors do you think should be considered 
more important as a structural and ongoing factor? 

Takamadate [A]: I will answer your question. I believe that none of these effects are temporary; rather, they 
will continue to have an impact. As we have been explaining for some time now, the shift toward monthly 
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subscription fees and other revenue streams is continuing to accelerate; as recurring revenue grows, the 
proportion of revenue from equipment sales and other sources will conversely decline. We are in the process 
of in-house development for our cashless payment business, and we expect that the cost reductions resulting 
from handling payment settlement in-house will continue as before; since we began this initiative this year, 
we anticipate it will become firmly established. 

As for importance, we recognize that both factors, not just one, are contributing to improved profit margins. 
However, as you have seen, equipment sales tend to increase significantly in Q4, so please keep in mind that 
the composition ratio may fluctuate on a quarterly basis. 

Takamadate [M]: Continuing question from the same participant. 

Participant [Q]: While advertising and promotional expenses for Q1 are expected to decrease by 9.5% QoQ, 
the company states that it will continue to make proactive investments with a focus on efficiency. When 
determining whether to increase or decrease advertising spend, could you please tell me which metrics or 
approaches, such as CPA, lead conversion rate, and closing rate, are considered particularly important? 

Takamadate [A]: I will also answer this question. CPA, lead conversion rate, and close rate are all key metrics 
for measuring ad effectiveness, so our team tracks each of them individually and reviews the data daily. If 
you're a marketing professional actually running ad campaigns, you naturally prioritize CPA. Inside sales teams, 
which handle the initial response to inquiries, place a high priority on the deal conversion rate. 

Each unit uses KPIs to track leads, but we consider what is the actual MRR, or monthly revenue, generated 
after those leads progress through sales meetings, closed deals, and conversion rates. We take all of that into 
account and measure unit economics by considering factors such as the cancellation rate and gross profit. 
We're looking at this by advertising medium. We examine in considerable detail whether the project meets 
the target unit economics and exercise control by either scaling back or increasing the budget accordingly. 

Participant [Q]: For cashless payments, ARR, ARPA, the number of contracts, and the cross-sell rate are each 
disclosed. In order to understand the growth in revenue and profit for the payment business, could you please 
tell me which KPIs among these should be given particular attention, and why, to the extent that you feel 
comfortable sharing this information? This is not intended to request the disclosure of unpublished forward-
looking information. 

Miyazaki [A]: I believe that ARR, ARPA, the number of contracts, and the cross-sell rate are all important; ARR 
is calculated as ARPA multiplied by the number of contracts, and the number of contracts depends on the 
cross-sell rate. Therefore, since all of these are metrics that define business growth, we disclose them as KPIs. 
It should be noted that, since ARPA is linked to a merchant’s payment processing volume, it may fluctuate 
depending on sales trends at existing locations, even if the number of contracts is increasing. 

Takamadate [M]: Next question. The last of the questions we received in advance. 

Participant [Q]: This time, due to in-house payment processing and the internalization of sales revenue 
settlement, profit growth has significantly outpaced sales growth. Can we consider this improvement in profit 
margins to be a structural trend that will continue in the future? Also, is it your understanding that we have 
entered a phase where profit growth will outpace revenue growth over the next two or three years, allowing 
us to benefit from operating leverage? 

Miyazaki [A]: The improvement in gross profit margin is structural in nature, driven by a shift in product mix 
and an increase in in-house production. On a full-year basis, I believe profit margins will continue to improve 
gradually going forward. However, since our top priority is not to continuously increase our operating profit 
margin but rather to prioritize investments aimed at achieving the ARR target of JPY22.2 billion set out in our 
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medium-term plan, we are not assuming that the operating profit margin will rise above the level factored 
into our full-year forecast. I believe this could include goodwill amortization resulting from M&A transactions, 
costs associated with launching new businesses, and increased personnel expenses due to organizational 
expansion. 

Takamadate [M]: Thank you very much. Next question. 

Participant [Q]: The headcount stands at 483, and the pace of growth, at about 10%, has continued since Q3 
of the previous fiscal year. I believe the use of AI to improve operational efficiency is gaining momentum, but 
do you think this growth rate of about 10% will continue? 

Miyazaki [A]: We’re not doing this with the intention of keeping it at 10%; rather, productivity has improved 
across all departments through the use of AI and other measures, so this is simply the result. On the other 
hand, as I mentioned earlier, if there are situations where performance won’t improve unless we increase our 
workforce, rather than relying on AI, or where we should increase our workforce, I’d like to actively invest in 
human resources, or rather, in labor costs. 

Takamadate [M]: Thank you very much. Since I’ve received a lot of questions today, I’d like to answer them 
as they come in. 

Participant [Q]: The gross profit margin for monthly service fees improved significantly to 81.8%. Were there 
any special factors involved?  

Takamadate [A]: The gross margin is 81.2%, which is up 1.7% QoQ. While this isn't a significant improvement, 
since this is a monthly subscription service, the change is due to fluctuations in depreciation expenses. 
However, I think this is within the margin of variance. 

Participant [Q]: The gross profit margin on equipment sales has declined to 17.8%. You mentioned that the 
inventory write-down was due to the lower-of-cost-or-market method, but how much was the write-down? 

Takamadate [A]: Sorry. Although we haven't disclosed this information, not all of the 6% QoQ change is 
attributable to write-downs. I believe it’s safe to think of this as a cost variance resulting from cost fluctuations 
and the lower-of-cost-or-market method. 

By the way, regarding this write-down, as briefly mentioned in the notes, it is due to the fact that equipment 
prices have continued to rise due to semiconductor shortages and other factors, and we significantly increased 
our inventory to mitigate the impact of those price increases. Therefore, as noted in the remarks section, 
since this is not due to an increase in slow-moving or obsolete inventory, I do not believe this is a cause for 
concern. I do think this content could potentially lead to some confusion. 

Takamadate [M]: Next, we have a question about AI.  

Participant [Q]: It says that promoting AI adoption is helping to curb rising costs, but will the use of AI agents 
lead to increased work efficiency in the future? In that case, would it be possible to provide specific figures 
regarding the expected rate of growth in top-line revenue and the expected increase in the operating profit 
margin? 

Miyazaki [A]: While work efficiency varies depending on the degree to which the system is utilized, I believe 
that top-level executives, senior management, and the heads of each department likely achieved several 
times the usual level of productivity. As for the acceleration of the top line, since it involves elements of 
uncertainty, I am unable to answer that question. Sorry. 
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Takamadate [M]: Continuing question about the same AI. 

Participant [Q]: While some are claiming that the evolution of AI spells the death of SaaS, I believe that SaaS 
services will be divided into those that will be replaced and those that will evolve. I tend to think of services 
that are being replaced as ones that gradually see their average revenue per customer decline and eventually 
fade away, but since Smaregi’s average revenue per customer is actually increasing, I believe it’s a service 
that’s evolving. In your core business areas of POS and payment services, how do you think the ongoing 
evolution of AI will impact your operations going forward? I’d like to hear your thoughts on how to grow your 
business in an AI-driven society. 

Miyazaki [A]: The unit price of services that can be replaced gradually decreases. As for unit prices, I don’t 
think that’s the case at all. In my view, the only reason certain SaaS services have declined is that their unit 
prices were simply too high. If our service costs between JPY5,000 and JPY15,000 per store for a cash register, 
and someone asked me, “Should we use AI for this?” I’d say no. 

On the other hand, if you say JPY100,000, that will amount to JPY200,000 or JPY300,000 if you owned two or 
three stores. If we're talking about JPY2 million or JPY3 million a year, I think we'd start considering hiring 
someone full-time to handle it. So, it comes down to price and value, I think it depends on that. Therefore, I 
believe the definition of a service that can be replaced is based on the exact opposite way of thinking: whether 
or not it’s priced reasonably is what determines whether it will decline or not. 

Takamadate [A]: That could lead to more rational pricing across the SaaS industry as a whole.  

Miyazaki [A]: You said you would like to hear our thoughts on how the evolution of AI will impact our business 
going forward and how we can grow our business in an AI-driven society. While this is really just the store’s 
operating system, the POS system is, after all, the first point of entry for inputting sales data. Since we’re 
covering that entry point, I believe we’ll be able to handle payments, manage inventory, and, ultimately, 
expand into e-commerce-related areas as well.  

We’re also increasing the average revenue per customer, but this isn’t due to price hikes, it’s because the 
value we provide is expanding. Since we’ve secured a foothold in this market, AI will continue to accelerate 
our development speed, which I believe will lead to a steady increase in the value we can provide. Therefore, 
we plan to pursue this strategy. 

Takamadate [M]: Thank you very much. Next question. 

Participant [Q]: What specific initiatives are you envisioning as part of the payment value chain reform? Do 
you have any progress recently? 

Miyazaki [A]: When it comes to payment methods, which, of course, include credit cards, as well as QR codes, 
various “Pay” services, and so on, the GMV processed through these channels is extremely important in our 
industry. A high GMV can lead to direct contracts, and I believe we can reduce costs to a certain extent by 
leveraging the economies of scale that come with it.  

Takamadate [M]: Thank you very much. 

Participant [Q]: You mentioned that the cross-sell rate for payment terminals and POS systems is 34.1%. What 
are the main reasons why the remaining 65% of stores have not achieved cross-selling? Also, please tell us 
about the measures you are currently implementing and those you plan to implement in the future to increase 
this cross-sell rate. In addition, how do you assess the current level of 34.1%? Also, by 2031, the final year of 
the medium-term business plan, what is your target for the cross-sell rate? 
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Miyazaki [A]: The cross-sell rate is 34.1%, but the cumulative cross-sell rate is 34.1%. In other words, the 
cross-sell rate for new customers is even higher. Specifically, it exceeds 50%, and our assessment is that it can 
be raised even further at this point. 

In terms of new business sales right now, the rate exceeds 50%, and we’re planning to increase it to 60% and 
70%, but when it comes to the cumulative total, I think it will still be difficult to reach 60% or 70%. As for why 
the new cross-sell rate is 60% or 70%, it’s because there are large stores and shopping centers that have 
implemented a unified payment system, which creates some physical challenges. Ultimately, I think the rate 
will likely peak at around 70% or 80%. 

Takamadate [M]: Thank you very much. 

Participant [Q]: Is it accurate to say that the barriers to entry for other companies in the cloud POS system 
business are high?  

Miyazaki [A]: This is a difficult question, but I think it depends on who’s doing it. When people hear POS, they 
don’t really have a clear picture of what it is, but I think many of them mistakenly think it’s just a calculator. 
While there are various types of POS systems, some of which are like simple calculators, I think that’s a bit too 
simplistic. 

On the other hand, for us, with payment processing, inventory management, and, in the restaurant industry, 
handheld terminals and mobile ordering, as well as handling large-scale data across multiple locations. Or, 
even if you have a large volume of data, when you consider integrating it with core systems via APIs, and 
figuring out how to handle traffic, such as through an API load balancer, there’s an overwhelming amount to 
do. 

In addition, when you consider the control of hardware such as change dispensers and printers, while each 
component isn’t particularly difficult on its own, I do think that controlling the entry point and having a 
comprehensive solution do act as barriers to entry. 

Takamadate [M]: Thank you very much. Next question. 

Participant [Q]: Will the rising cost of hardware purchases due to soaring memory prices contribute to a shift 
toward device subscriptions? We understand that mid-sized customers still tend to make one-time purchases. 

Miyazaki [A]: I think it’s possible that the costs could be passed on to equipment subscription plans. On the 
other hand, if we pass on too many costs, the benefits of the subscription will be lost to our customers, so we 
hope to move forward while striking the right balance. You are correct in noting that mid-sized customers still 
tend to opt for one-time purchases; the reality is that customers who are able to pay, and are quite willing to 
pay, a certain amount or more in initial costs do tend to choose one-time purchases. 

Takamadate [M]: Thank you very much. 

Participant [Q]: Should the upward revision of the payment cross-sell rate be viewed as merely a superficial 
figure? Actually, things are going well, should I consider this a pleasant surprise? I don't think there has been 
any fundamental change in the business strategy of increasing the cross-sell rate. 

Miyazaki [A]: We mentioned in the IR presentation that the cross-sell rate was over 50%, so actually, it’s going 
well, or rather, it had been going well. I'll do my best to achieve even better results from now on. 

Takamadate [M]: Thank you very much. 
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Participant [Q]: Following up on the progress of ARR against the mid-term plan, could you please share your 
views on the potential for the current quarter to exceed expectations and on the possibility of achieving the 
mid-term plan targets ahead of schedule?  

Miyazaki [A]: We’re steadily working toward our goal of completing the project ahead of schedule. Since this 
is our first year, our goal is to make sure we meet our targets for this first year, so we plan to work steadily 
toward that. 

Takamadate [M]: Thank you very much. 

Participant [Q]: To what extent do you expect the ratio of recurring revenue to increase?  

Takamadate [A]: Looking at page nine of the slide, I believe the ratio of recurring revenue has been gradually 
increasing, so I will respond to this question. As you can see from this, I think it's over 80%. As for how far this 
will go, as I mentioned in my earlier response, I believe that sales of inventory will continue to increase, while 
the proportion of equipment sales will continue to decline. Therefore, while it may exceed 90% in some cases, 
there may be M&A activity or other changes in the coming years that could alter the sales mix, so I cannot say 
with certainty that it will exceed 90%; however, I believe it will almost certainly exceed 80%. 

Participant [Q]: What is the ratio of stores among your customers that are implementing a new POS system 
for the first time versus those that have switched from an existing system to Smaregi? Also, what are the 
recent trends?  

Takamadate [A]: I will answer this question. I believe I mentioned somewhere in the publicly available data 
the ratio of new to existing users, and it’s actually split pretty evenly, about half and half. I do believe that the 
data was based on leads, but since inquiries account for about half of the total, I think the ratio is roughly the 
same for closed deals as well. 

Participant [Q]: For individual investors, could you explain what sets your company’s Smaregi apart from 
other smart register systems?  

Miyazaki [A]: Since discussing other companies involves their own perspectives, let me focus on our key 
points: We serve a wide range of industries, with a focus on retail, apparel, and the food and beverage sector. 
Since we’ve been in business for 15 years now, we’re able to accommodate a wide range of industries, as well 
as the unique sales and discount structures specific to each one. Furthermore, we’ve been rolling out the 
system across a range of locations, from a single store up to about 600 or 700 stores, so naturally, we’ve 
integrated it with that large core system as well. As for how the integration with our core systems works, since 
we’ve made our APIs publicly available, third-party system integrators can use them to integrate with our core 
systems with just a few minor modifications. 

For that reason, even with companies of a certain size, we have the flexibility to handle a wide range of 
industries and company sizes, and I believe our strength lies in our ability to provide comprehensive support 
across the board. As I mentioned earlier, what makes this possible is that we handle everything in-house, from 
manufacturing to sales to customer support. Therefore, I believe that’s where we really stand out from the 
competition. 

Takamadate [M]: Thank you very much. 

Participant [Q]: You provided a specific number of stores to indicate the projected number of stores to be 
acquired through our collaboration with the All-Japan Beauty Salon Association. Are all 1,100 stores included 
in this fiscal year's plan? 
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Miyazaki [A]: Of the number of stores that had been finalized at the time the budget was disclosed, about 
half or less are included in this fiscal year’s plan.  

Participant [Q]: Regarding the Smaregi service, could you tell me which aspects you think are likely to be 
replaced by AI and which you think are less likely to be replaced?  

Miyazaki [A]: In terms of areas that are likely to be replaced, I think it’s the programming aspect, but I believe 
AI can handle a lot of it. We make full use of AI company-wide. Ultimately, those areas are easily replaced, 
but since we’re an engineering firm at heart, I believe we’re already making better use of our resources than 
other companies, so I don’t really have any strong feelings about it. 

When it comes to aspects that are difficult to replace, I believe that the process of buying products in-store 
will not disappear, even as AI advances. Our point-of-sale systems are where transaction data is generated 
and serve as a data source for AI. Since we handle funds, such as for payments and tax-free purchases, and 
also conduct merchant screening and licensing operations, we believe these functions are unlikely to be 
replaced. 

Takamadate [M]: Thank you very much. Now, moving on, we have a new question. 

Participant [Q]: A question to Mr. Takamadate. Regarding the store’s OS Fund, is the purpose of this fund to 
make equity investments aimed at future M&A or group integration, and are financial returns from an IPO or 
M&A not a consideration? 

Takamadate [A]: I’ll answer this. Basically, I suppose you could say these are not considered. The reason is 
that, with the goal of expanding or strengthening aspects of the store’s OS that we don’t currently have, even 
though this fund isn’t actually structured as a fund, we are providing investment as part of this initiative. For 
that reason, we’re focusing on business synergies, and, in fact, our rapidly growing payments business is itself 
a business we acquired through M&A, and we’re actively seeking out services, products, and companies that 
can contribute to our “Store OS” vision in this way. 

Therefore, while it would be ideal if that led to an IPO or a merger or acquisition, thereby generating a financial 
return, our basic vision is for the business to thrive as a key component of the group. 

Takamadate [M]: Thank you very much for many questions. I believe that covers everything, so I would like 
to conclude the question-and-answer session. Thank you for asking many questions. Now, Mr. Miyazaki, 
please give us the closing remarks. 

Miyazaki [M]: Next week, on September 21, it will be 15 years since we released Smaregi. We started with a 
single iPhone point-of-sale system, and by the end of July this year, we had processed a cumulative total of 
JPY15 trillion in store sales. From POS to OS, I believe the theme we set forth in this medium-term plan is 
gradually taking shape. 

We are currently in the midst of a major transformation driven by AI, and while it is a time when it is difficult 
to see what the future holds, that is precisely why we intend to avoid making a big splash, stay grounded in 
our stores, and, with our employees and the company working as one, continue to steadily support our stores.  

Thank you very much for your continuous cooperation.  

Thank you for taking time out of your busy schedule to attend today's briefing. 
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Moderator [M]: Here is an announcement from IR. We also share the latest IR information via our newsletter 
and LINE. We send out a newsletter every month, so please be sure to subscribe.  

This concludes the presentation of financial results for the fiscal year ending April 30, 2027.  

Thank you for watching until the end today.  

Thank you also for your continuous support.  

[END] 

______________ 
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Disclaimer 

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

In the public meetings and conference calls upon which JPXI’s event transcripts are based, companies may 
make projections or other forward-looking statements regarding a variety of matters. Such forward-looking 
statements are based upon current expectations and involve risks and uncertainties. Actual results may differ 
materially from those stated in any forward-looking statement based on a number of important factors and 
risks, which are more specifically identified in the applicable company’s most recent public securities filings. 
Although the companies may indicate and believe that the assumptions underlying the forward-looking 
statements are accurate and reasonable, any of the assumptions could prove inaccurate or incorrect and, 
therefore, there can be no assurance that the anticipated outcome described in any forward-looking 
statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH JPXI ENDEAVORS TO PROVIDE ACCURATE 
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