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Presentation

Yamamoto: I'm Hiroshi Yamamoto, Representative Director of Smaregi, Inc.
Jibiki: This is Kazuyoshi Jibiki, Sales Department Director.

Tagawa: I'm Yoshiyuki Tagawa, Management Department Director.

Yamamoto: We would like to proceed with the video presentation of Smaregi’s financial results for Q3 of
the 16th fiscal year.

| would like to start with the situation in Q3, skipping the company profile, business descriptions, and
overview.

First of all, I would like to start with the situation caused by COVID-19 because it is an issue that attracts the
most attention.
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Many people have asked us about a possible impact of the second Declaration of a State of Emergency in
January 2021 because Smaregi engages in the business for stores, such as restaurants and retail shops.

As for that, on page four of the materials, we showed the business volume with shops that have introduced
Smaregi on the left. The data were also given in the previous briefing materials. On the right, we showed
monthly fees for the Cloud services and sales from subscriptions.
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In the three months, how was the situation at sales department, Mr. Jibiki?

Jibiki: Since the end of the first State of Emergency Declaration, the market was gradually recovering.
However, since the second State of Emergency Declaration, partly because of the quiet season during the
year-end and New Year holidays at our company, the performance became weaker in H2 of the quarter.

However, recent sales activities are on a recovery trend, and we do not believe there is any major problem.

Yamamoto: Looking at the monthly usage fee trends, there were a lot of account suspensions and
cancellations during the first State of Emergency Declaration in April last year. This time, the fees did fall

below the previous month’s result, and they increased slightly.
Jibiki: Yes, that’s right.

Yamamoto: Thank you.
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On the next page, we showed the impact on business meetings. These are the numbers of business
meetings.

Although there is a fluctuation depending on months, we showed the numbers of business meetings and, in
light blue, those of online business meetings.

How were they in terms of sales?
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Jibiki: At the time of the first State of Emergency Declaration, we had had very few online business meetings,
so we had to prepare to hold them.

Although there were some difficulties, we were able to conduct the transition smoothly without any
confusion in the second Declaration, partly because we had the experience in the first Declaration, and
because we had been updating materials and sales data every day.

Yamamoto: Thank you.
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Next, we showed our initiatives.

These were also shown in the previous briefing. We continued several measures to prevent the infection.
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Next, we will proceed to the summary of the financial results.

These are the highlights of the financial results for Q3. This is Mr. Tagawa, Management Department
Director.

Tagawa: Next are the highlights of our business performance.
Cumulative sales up to Q3 were JPY2,313 million. Operating profit was JPY591 million.

Against the full-year sales forecast of JPY3,251 million, the progress rate was 71.2%. Against the operating
profit forecast of JPY678 million, the progress rate was 87.1%.

Yamamoto: The progress rate of sales was 71.2%, a little behind the assumed pace for the full-year result.
Operating profit is closer to achieving the forecast.

We have received a lot of inquiries about the outlook for Q4, so please explain roughly.

Jibiki: As | mentioned earlier, there is no major problem because we have accumulated sales in our
subscription model and, in Q4, we used to acquire new store customers every year. We will do our best to
achieve the forecasts.

Yamamoto: Thank you.
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| will skip some pages and go to page 12.
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This page shows changes in sales and operating profit in graphs. The operating margin has been a little

higher.
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Tagawa: Next is the quarterly statement of income.

This is a chronological chart and the quarterly columns were filled from the previous fiscal year to Q3 of the
current year.

Net sales for Q3 alone were JPY834 million. The cost of sales was JPY302 million, and gross profit was JPY532
million. SG&A expenses were JPY287 million, and operating profit was JPY245 million.

What | would like you to see here is the Q3 results.

In Q3 of the current fiscal year, sales were 109.2% of JPY702 million in Q3 of the fiscal year ended April 2020.
In Q3 of the previous year, | was wondering what the COVID-19 situation was like. There may have been
some signs of the pandemic. But in Japan, nobody thought that the situation would go so far.

However, sales jumped significantly in Q2 due to the effects of the reduced tax rate, but in Q3 of the fiscal
year ended April 2020, there was not a sharp decline in sales right after the effects of the reduced tax rate.

We are very pleased that we generated the sales figure of JPY834 million in Q3 of the current year, more
than offsetting the negative factors with subscription sales.

Yamamoto: Thank you. We reported the best sales in the past year. Thank you very much.
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The page shows changes in the quarterly operating margin. The operating margin at 29.4% in the most
recent Q3 seems to be a little too good result. According to the annual trends, the operating margin
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| move on to page 14.

gradually increased from Q1, to Q2 and Q3, and decreased in Q4. What do you think, Mr. Tagawa?

Tagawa: | think that Q3 is just around the quiet season. However, we managed to generate that sales figure
and the high margin ratio. | am very happy about the results.

While | am pleased, we are now in Q4, and in concluding the current fiscal year, we would like to spend

costs a

Yamamoto: This year, with the exception of members of the development team, we stopped recruiting new

nd achieve good results to be able to get off to a good start in the next year.

employees as a whole, so | think that has led to the good profit. Thank you very much.
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Let’s go to the next page. Changes in the sales composition.

The blue parts below show the accumulation of subscription sales, or monthly fees for the Cloud services.
The light blue parts above are initial costs, or sales of products for the Cloud services. The initial costs are
not the initial costs of software sales. When you sell checkout registers like Smaregi, as customers cannot do
everything with iPad alone, you need to sell related products like a receipt printer or cash drawer to put
cash in. Those initial costs have been accumulated.

Is there any topic here?

Jibiki: Yes, there is. From this fiscal year, we have been focusing on clinics and other medical care facilities,
and the acquisition of customers in this field is related to the rise in accumulated sales.

In this field, the unit price of equipment per customer is quite high, so even if the number of customers is
small, the amount tends to jump.

Yamamoto: That's right. Subscriptions were piling up, and equipment sales went up very high at JPY360

million, so it seems that sales of automatic change machines and others in the medical care field were
contributing. Thank you very much.

Support
Japan 03.4405.3160 North America 1.800.674.8375 — SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ™ Asia’s Meetings, Globally

9



ARR (724017 aritE) O

J0FBEHVTE. ARIETHHAHZHCEM. ARRIZ.Q0Q104.0%.Y0Y112.6%

ARR MEHFRARR x2
2,000
19.2
@ *1 1,500
1,000
YoY QoQ
HIER MY AL AP AL 500

112.6% 104.0%

+12.6%

202154RM3Q REHE 16

QoQ +4.0%

1Q 2Q 3Q 4Q 19 2Q 3Q 4Q 19 2Q 3Q
201944H4] 20204848 202154848
(2018458-2019447) (201945H-2020448) (2020458-20214E48)
ARR : Annual Recurring Revenue MRR : Monthly Recurring Revenue
¥1 21E18OMRR (757K —EZASFIARSE) £1268LTHE
#2 JWKADOMRREI2ELTH I
Next is AAR of subscription sales. ARR was JPY1.92 billion.
Support
Japan 03.4405.3160 North America 1.800.674.8375 — SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ™ Asia’s Meetings, Globally

10



BEENBOERS T (HEIERHLL) 2021545030 AHEE

(&5M) 1%2 4 Y -68 AERMBIERBR ST

nag! m%IEE BRRT
-45 . (POSOABEE) HRZHORM

FfER 5 B . i =
=" . BREROES(CELBZT TRV TV arwERD
Zoft 1@

215 Kl

BB :;ﬁ
oD [FHEIOFI1MRICLBRE]

+ RIEL TV IESHOEIRIC L3 FRZNOEE
- FRRERORD(CLZBERRT DR
RERRU—REER

708 = .
5o L RfAGE L
s MEERBEBRERIFBCIVEEREH2N
Lleh 3QBB 7RIV TV arEEm s
DLFITHEVGE LRENAE EL

REERU—REEEOEM
o Y3 —LOBERUEER
202044813Q 20214£4813Q . AYLVAADIRE (RFRBAFEDER)

= 2k = k=
(2019457 -2020%18) (202045A-2021417)

Tagawa: Next, we analyzed changes in operating profit. These are not quarterly, but cumulative nine-month
figures.

Mainly, sales were down JPY215 million YoY. This fall in cumulative sales is a reaction to the large figure
posted in the previous fiscal year due to the reduced tax rate.

As subscriptions were growing smoothly, the cost of sales decreased even more, so gross profit was good.
Although the costs increased slightly due to capital investments and others, operating profit was firm at
JPY590 million.

Yamamoto: Thank you.
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Next is the number of employees. | think this is the item that was particularly affected by COVID-19. We
formulated the recruitment plan for the current fiscal year in April to May 2020.

As the current year started just around the time when the first Declaration of a State of Emergency was
launched, we decided to restrain from adopting new employees other than those for the development team.
In the middle of the uncertain prospects, we turned around to a defensive stance, so we stopped recruiting.

Therefore, the number of employees decreased a little as there were a few retirees, but we plan to change
our stance to hiring employees actively now that we have announced a medium-term management plan.
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Next, we will report on the status of our business. These are the topics for Q3 of the fiscal year ending April

2021.

First of all, Smaregi Ventures, Smaregi's corporate venture capital, has started operation.

The second is the Smaregi app contest, which is now underway with a grand prize of JPY10 million.

The third point is the expansion of the showroom in Shinagawa.
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Please go to page 22. It shows the progress of Smaregi 4.

We have started the Smaregi app market, which will be the centerpiece for the version 4, urging third-party
developers to create additional functions or apps to extend the Smaregi’s functions, for sale in Smaregi app
market.

The number of apps is still small, but the number of partners is increasing fast. What about the recent
situation?

Jibiki: At the end of January, there were still a little over 10 apps.
Smaregi has a lot of functions necessary for sales, but they are all general functions.

Smaregi is not equipped with uncommon functions, or special functions, such as those for sales of second-
hand goods or for purchases. At beauty salons, for example, customer information cards are needed.

We are talking about such additional functions with our app partners for offering them on the Smaregi app.

Yamamoto: Thank you. There are now 340 development partners for a total of corporations and individuals.
| hope that various apps will come out.
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Next, we will move on to page 24. Here are changes in the number of stores.

The total number of registered stores is 92,824. Of these, there are 18,381 fee-paying stores.
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Next is the percentage of active stores, which stood at 24.9%.
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Next are the paid usage plans. We have five paid plans and the breakdown is posted.

The Premium Plan charges each subscriber store JPY4,000 a month. The charges for the other plans increase
from JPY7,000, to JPY10,000 and JPY12,000. For the highest Food Retail Plan, the monthly fee is JPY15,000,
and all of the plans have been growing.

The number of stores subscribing to the Premium Plan of JPY4,000 increased by 181 to 3,055 stores.
Subscribers to the JPY7,000 Premium Plus Plan increased by 591 stores to 6,194 stores. Stores subscribing to
the JPY10,000 Food Business Plan increased by 79 to 3,002 stores. Customers of the JPY12,000 Retail
Business Plan increased by 319 stores to 6,475 stores. The number of subscribers to the Food Retail Plan,
which combines the Food Business and the Retail Business, increased by eight stores to 118.
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The attrition rate remained low, with the most recent rate at 0.53%.
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Next is ARPU, which was flat at JPY7,410. This is not per company, but a unit price per store.
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Next, on page 30, we report on the status of Smaregi's time management system, Smaregi Time Card.

The number of registered stores was 96,349, and the number of registered employees was about 1.6 million
people, showing steady growth.
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Next, we will report our full-year earnings forecasts. The highlights are posted here. Mr. Jibiki, please.

Jibiki: The progress rate of sales up to Q3 was 71.2%. What I’'m going to say completely overlaps with what |

explained earlier, but we would like to do our best to achieve 100% because subscription sales for software
have been accumulating and there will be a busy season toward Q4.

Yamamoto: Thank you.
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Next, we will move on to page 34. This shows changes in sales in the past five years.

We are operating in Q4 toward the full-year sales forecast of JPY3.25 billion. Though the forecast figure is
almost flat from the previous year’s result, you can see from the graph that sales rose smoothly in the last
five years.

In the previous fiscal year ended April 2020, we wrote about special demand due to the reduced tax rate.
We were lucky in the previous year as we enjoyed the favorable effects from the consumption tax rate hike
and the dual consumption tax rate system. As retailers had to cope with accounts based on the dual
consumption tax rates of 8% and 10%, there was special demand for cash register replacements. Moreover,
there were subsidies from the government. So sales in the previous fiscal year showed an abnormally high
value.

On the other hand, sales have been almost flat in the current fiscal year, in reaction to the previous year and
due to COVID-19, but | think that the number of customers has steadily been increasing.
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On the next page, this is a quarterly chart, not a yearly chart.

The dark blue parts below are subscription sales. Since the number of customers has steadily been
increasing, the monthly subscription amount has been increasing little by little.

The initial costs in light blue above, under the name of equipment sales, are one-time sales, so the amount
tends to fluctuate. As | mentioned earlier, there was special demand due to the reduced tax rate from the
year before last to the previous fiscal year, so it increased significantly, but calmed down thereafter.

Since then, it temporarily dipped due to COVID-19, but has returned to the original growth curve.
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On page 37, which describes the sales strategy, we set out four points.

There is no change from what we mentioned in the previous briefing for Q2. We will continue to strengthen

sales.
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Let’s go to page 38. As | mentioned earlier, we have started corporate venture capital, Smaregi Ventures.

Mr. Shinji Asada, former Salesforce Ventures Japan Head, has joined our company as Outside Director. In
January this year, Mr. Kohei Takamadate, a venture capitalist and former JAFCO executive, became full-time
Director.

In addition to investing, we are trying to do the Venture Capital Business in three ways, including sales
alliances with partners who provide apps to the Smaregi app market. The first project has been launched, so
please report it.

Jibiki: We have invested in LBB as the first project.

LBB mainly provides an ordering service for restaurants. It provides a mobile ordering system in which
customers place orders for food at restaurants with their own smartphones.

This system was originally requested by a lot of our existing customers, so we have decided to work with
LBB as the first project.

Through this initiative, we would like to firmly build a collaborative system that introduces customers to
each other and obtain new customers.

Yamamoto: Due to the COVID-19 pandemic, we have received a lot of inquiries about so-called mobile
orders, which resemble pre-order sales at restaurants, and | hope we can increase sales through this alliance.

Finally, the future outlook is described, but there has been no change here, so | will skip it.
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https://corp.smaregi.jp/irfmanagement/vision2031.php

On page 43, we notified that we have announced a medium-term management plan. We'll present it by
other materials and another video, so please watch them.

As the IR department sends IR newsletters and various information through LINE, please register for it.
That is all for our financial results briefing for Q3 of the 16th fiscal year.

Finally, we have less than three months until the end of the current fiscal year, but we will continue to do
our utmost to achieve the forecasts for the full year.

Thank you very much for today.

Support
Japan 03.4405.3160 North America 1.800.674.8375 — SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ST Asic’s Meetings, Globally

26



Question & Answer

Company Representative: Let’s start with the first question.

You need another JPY938 million in Q4 to achieve your full-year sales target. This is up 30% YoY and up 12%
QoQ. On the other hand, the number of fee-paying customers has not increased so much YoY and QoQ.

About half of Q4 is under the Declaration of a State of Emergency in major cities. | think this sales plan is a
considerably challenging one. How do you intend to achieve the target?

Thank you very much. As you mentioned, that is a high target of a 30% YoY increase. However, throughout
the year, we have engaged in sales activities under the influence of COVID-19. Since the beginning of the
fiscal year, we have been implementing various measures over the course of the year so that the sales
department can operate its work even under COVID-19, and we expect that such an effect will come out.

Moreover, since monthly usage fees are accumulated, they tend to increase from Q1 to Q2 and Q3, and
they are accumulated most in Q4, so we have high hopes for those figures.

Every year, sales in Q4, especially in March, are at their highest throughout the year. Therefore, since it is a
busy season in Q4 when sales increase the most every year, we would like to challenge for the target by
combining those factors.

In the previous fiscal year, sales grew the most in Q2 instead of Q4, and that was an exceptional case due to
special demand supported by the reduced tax rate, so | advise you not to regard it as a reference value.

Now let's move on to the second question.

You are steadily growing the number of stores amid to the COVID-19 pandemic. What do you think will be a
barrier to expanding the POS Business in the future?

Thank you very much. Once a store is opened, the shop's business will be busy, so it will be quite difficult to
replace the cash register after opening the shop. Therefore, | think that one factor is that the replacement
cost is very high.

Therefore, rather than aiming at demand for replacement of cash registers, | think that the point will be to
do sales activities aiming for store openings.

In addition, Smaregi’s target customers are retail stores and restaurants. Especially in the case of retail

stores, most of them operate online shops, too. Cooperation with online shops will become important in the
future.

We will move on to the third question.

Of your ARR, how much is the volume of Smaregi Time Card?

So far, we have not disclosed sales of Time Card alone. Roughly speaking, sales are around JPY20 million per
month. Therefore, annual sales are about JPY200 million. We would like to consider whether we will disclose

ARR in the future.

That is all. Thank you for your questions. | ask for your continued support.
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Document Notes

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. This document has been translated by SCRIPTS Asia.
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Disclaimer

SCRIPTS Asia 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 SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS
Asia 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,
SCRIPTS Asia 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 SCRIPTS Asia’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 SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2020 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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