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Presentation
Moderator: We will now start the briefing on BrainPad Inc.'s Financial Results for the Fiscal Year Ended June
30, 2019.
First, I would like to introduce the two participants from the Company: Mr. Takafumi Kusano, CEO/Co-Founder,
and Mr. Ko Ishikawa, Director/Chief Financial Officer.
Today, Mr. Kusano will give a presentation. We will take time for questions and answers afterwards.
Kusano: I’m Kusano, CEO of the Company. Thank you for your attendance during this hot summer day.
I was appointed CEO in July, but I was originally a co-founder of the Company, and I served as CEO until four
years ago, so it may not be very refreshing to see me becoming CEO. But for that reason, I am well aware of
our businesses since our founding, and I am looking forward to taking on the responsibility to steer the
Company from this term.
So, I’d like to go into the financial results briefing.
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First, about the agenda. I will start with the Company overview since some of you may be here for the first
time, so there may be some overlap with some of what the other attendants have already heard. After
introducing the Company's overview, I will walk you through the consolidated financial highlights for the fiscal
year under review. I will talk about the highlights of each segment on a non-consolidated basis, the next fiscal
year's prospects for the medium-term management plan starting from this fiscal year, and the consolidated
earnings forecasts for the current fiscal year, in that order.
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First of all, we were established 15 years ago. We expected that data would steadily increase, so there will be
a big difference between companies that accumulate data and use it effectively and those that do not.
Assuming that a company’s competitive edge will come from differences in analytical capabilities, we
recognized the need to leverage data, and this company is founded on the sense of crisis that the result of the
failure to utilize data is a lot of waste that will lead to the loss of a sustainable society.
Therefore, we are a company established and operated under the intention of contributing to the
sustainability of society as long as possible by supporting the decision-making of various companies from the
viewpoint of data.
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I think the letters on the slide are too small, so please see your handouts. The key point is that we are a 15year-old company, with the current number of employees at around 300.
We also have two subsidiaries in our consolidated accounts, one of which is Mynd. There is also BrainPad US,
but basically Mynd is our only consolidated subsidiary.
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As for our business domain, we can position our businesses in terms of supporting the utilization of company
data.
I think it is possible to organize into four quadrants: human services and the provision of product solutions
involving data analysis for two quadrants, and the actual support of various general-purpose data analysis,
and specific work in digital transformation and digital marketing. We are engaged in three major businesses
that can be plotted in these quadrants.
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First, in the Analytics Business, we are engaged in outsourced work, such as data analysis using specialist
personnel, commonly known as data scientists, as well as consulting and the implementation of systems
incorporating logic for data analysis.
I will skip the details described in this slide, but the structure of this business is such that the cost for sales is
mostly labor costs; other costs are mainly related to servers and software, and the remainder becomes profit.
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The Solutions Business is a business that improves CRM using data related to data analysis, sells licensed
software systems and software, purchases and sells overseas-made software needed to automate marketing,
and builds an environment for big data analysis, in a similar way to systems integrators.
The cost side includes purchasing licenses, labor cost for actually building the system, and the cost of
outsourcing to partners for that purpose.
The lower part of the slide shows the products we handle, including proprietary products and products made
by other companies.
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The third business is the Marketing Platform Business. In the Digital Marketing domain, we develop
proprietary products that incorporate proprietary recommendation algorithms and natural-language
processing functions developed in-house, and provide them in SaaS format.
The cost side includes the cost of personnel required to develop the product, as well as server-related costs
for the environment in which to provide our services.
The product lineup is listed on the lower side. Overall, we can call them digital marketing products, including
DMP engines and products in the AdTech domain.
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We offer these services to a variety of clients. There are a lot of details here, but it’s enough if you understand
that we cater to a lot of customers.
To add one point, I believe that a distinctive feature of our company is that we provide value to a wide range
of industries rather than specific companies, and we have know-how on a wide range of data analysis.
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Now I’d like to move on to the highlights of our consolidated financial results for the fiscal year ended June
30, 2019.
The graph shows a comparison of the three fiscal years. We have made progress in training new graduates
hired last fiscal year and mid-career employees, who are now actively contributing to the business. Sales from
all three businesses increased, reflecting the increasing size and long-term nature of projects in response to
strong demand in the market. One topic is that our net sales per quarter have reached a record high of 1.6
billion yen.

Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com

11

Next is consolidated operating income. Project profit margins have risen due to the increasing size and
duration of projects and efficient project management. As a result, we achieved record-high profits, roughly
double the previous fiscal year. All three businesses saw an increase in earnings.
The reason for the fourth-quarter decline in profits, compared to the third quarter, is the provision for the
year-end settlement bonus, the increase in salary in February this year, and the increase in personnel
expenses for new graduates who joined the Company in April this year.
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Consolidated ordinary income and net income continue. Consolidated ordinary income and net income both
grew significantly, the same as the above-mentioned operating income.
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Although consolidated profits did not have outstanding changes, due to the increase in the size and duration
of projects, the increased personnel efficiency, and efficient project management, the cost of sales has not
increased compared to the rate of increase in net sales. And we have not been able to spend as much SG&A
expenses as expected, so the rate of increase in SG&A expenses has been limited.
For other information, please refer to your handouts.
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I would like to continue to present the results for the fiscal year and the results highlights for the nonconsolidated segments.
First of all, recurring revenue was initially regarded as an important indicator in the medium-term
management plan up to the fiscal year under review. By increasing this number, we can efficiently expand our
business. The medium-term management plan for the current fiscal year was launched based on the
assumption that the business can be steadily grown. However, during the period, we realized that the market
and sales can be expanded more through flow-type sales. In other words, it is possible to recruit people if we
enhance our efforts in recruiting more than initially planned, and even if we provide licensed products and
other solutions for recurring revenue, sales will not keep growing if customers are unable to fully utilize them.
Based on this understanding, we figured that human services to support customers, which result in flow-type
sales, make it easier for strong growth, so we have shifted our policy to flow sales. We have shifted our
direction toward increasing sales through increasing the number of employees. As a result, recurring revenue
has stabilized at 33% of total sales.
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Number of employees. As we shift to flow sales, a major challenge will be whether or not we are able to secure
more employees. However, the number of employees at the end of the fiscal year under review was 303, an
increase of 16% compared to the previous fiscal year. Unfortunately, we were unable to reach our initial target
of 318.
The retirement rate has been on a downward trend and has remained at around the average level in the tech
industry.
In the next fiscal year, we are focusing our efforts on increasing the number of employees by about 20%, the
level of the previous year, so increasing by 65 compared to the end of the fiscal year.
The number of employees and targets are set for each business. I think there is some opinion that the part of
the Analytics Business is a little short of the increase, but new graduates are included in the other categories.
The majority of new graduates are hired as data scientists or machine learning engineers, and are
operationally classified as an Analytics Business. We expect that we will be able to secure a sufficient number
of personnel.
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Now I would like to walk you through the highlights of individual segments, starting with the Analytics business.
Net sales and segment income grew by approximately 1.5 times and 1.8 times year-on-year, respectively, due
to the increasing size and length of projects and the increase in personnel. The reason why fourth quarter
earnings are lower than third quarter is because of the transfer of the provision for bonuses from the head
office expenses and the additional provision for settlement bonuses.
The improvement in the segment profit margin was due in part to a delay in the improvement in the wage
level compared to the increase in profits, and the Company recognizes that the improvement in the wage
level is an important issue for the next fiscal year. Therefore, we have achieved an appropriate profit level of
42.6% for the current fiscal year, but we are aware of our desire to control it at around 35%.
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Here is a graph showing trends in sales in the Analytics Business and the number of customers. Net sales per
quarter reached the 0.7-billion-yen level, but the number of subscribing customers is declining, reflecting the
increasing size of each project.
Over the four-year medium-term management plan up to the fiscal year under review, the number of
customers has remained almost unchanged throughout the year, but the scale of sales has been expanding.
We believe that the greatest factor behind this growth in the Analytics Business over the past four years has
been the increase in the size and efficiency of projects.
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The next few pages are about big topics in the year. We are using what has recently been called enhanced
learning for SEGA Games to support the Game Tuning Division, and to provide JT with analytical support for
the efficiency of marketing.
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The Data Analysis Human Resource Development Business that we launched six years ago surpassed the
milestone of 1,000 trainees. We are also launching new types of courses as we enjoy extremely strong results.
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We also received Google Cloud partner specialization certification. We were certified in two areas:
specialization in marketing analysis and specialization in machine learning.
Also, in a global award from Microsoft, we were the only finalist in the retail sector from Japan out of about
3,000 applications from around the world.
I believe that our ability to analyze and provide services was at the level well recognized by our global partners.
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Next, I’d like to talk about the Solutions Business segment.
Net sales are growing significantly due to organizational expansion and the development of human resources.
In particular, we believe that growth in personnel services such as analytical support and building an analytical
environment, as well as flow-type sales, is extremely large, and the addition of stock-type sales also pushed
up the profit margin, resulting in high growth of 64.2% compared to the previous fiscal year.
The reason why fourth quarter earnings are lower than third quarter is because of the transfer of the
allowance for bonuses from the head office and the additional allowance for settlement bonuses.
We hope to control the appropriate level of profits in the range of 20% to 25%.
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This table shows trends in sales, customer trends, and the ratio of stock-type sales. Sales of analysis support
using machine learning software and projects to build an analysis environment increased in the current fiscal
year. Another product is a social listening tool called CrimsonHexagon. The number of software licenses for
analyzing social writing, such as Twitter and Facebook, has increased, and sales of stock-type software have
also increased.
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As a topic related to this business, although it has not contributed to sales for the current fiscal year, in July
we launched a new service called BrainPad VizTact in a category called expanded analytical tools. We have
received extremely positive feedback both from customers who have used it on a trial basis or who adopted
it ahead of the major launch.
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Another news item is that Takashimaya replaced a competing product to use our product. Our customers
have appreciated and adopted this system, reflecting the fact that we have been able to start operations with
very short man-hours, which is a characteristic of our business.
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These are some examples in the area of RPA. We provide solutions for JR East to streamline operations by
implementing a system through RPA that delivers train delay information via Twitter. We also have a solution
to improve work efficiency that combines RPA with hand-written certification.
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Finally, I would like to talk about our third business: The Marketing Platform Business. In the digital marketing
field, where competition is intensifying, net sales continued to grow by 10% compared with the previous fiscal
year, due to the strong performance of new orders for Rtoaster, our main product, and various solutions
accompanying its introduction.
We were able to increase profits despite increases in personnel expenses and investments in the launch of
new products. Again, profits are limited due to the fourth quarter transfer of provision for bonuses from the
head office and provision for settlement bonuses.
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The numbers of customers and sales trends are also shown here. Due to the expansion of new orders and
existing projects, sales of stock-type products increased. Sales have continued to grow in the Flow-Type
Business, such as operational support by digital marketing consultants, and the number of customers has
jumped from around 180 to 219 companies, mainly for lower unit prices than existing products. This is a slight
discontinuity of increase due to the provision of new, low-priced projects in the Internet advertising field.
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In the fiscal year under review, we have been able to deliver our products and services to very well-known
companies.
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Among them, I’d like to highlight the announcement of a solution for Enoteca, which uses the engines we
provide to make online recommendations in the place of a sommelier. In addition, we announced that the
conversion had more than doubled.
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As a topic for the current fiscal year, we are also providing ad-related solutions, of which the lineup has been
basically complete.
Having completed the explanation of our business results so far, I’d like to move on to our next medium-term
management plan.

Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com

31

First, in terms of the medium-term management plan up to the current fiscal year, while profit margins
declined in the second fiscal year, the last two years contributed to overall growth. Earnings growth was
extremely limited in the first two years, but as a result of aggressive recruitment and the expansion of the
organization and the training and strengthening of employees, projects were successfully expanded in
duration and scape, and in the last two years, profit and profit margins improved significantly.
I think the achievement of the initial target of 1 billion yen in profits was extremely positive.
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Talking about the Company going forward, our mission will remain unchanged, and the whole Company is
determined to work together to create a sustainable future through the increased use of data utilization.
We have also established a corporate vision: we have not changed the Analytics Innovation Company part,
but updated the section below it. Our ideal is to be a leading company in the data infrastructure society that
continues to generate advanced and practical data utilization results in business, customer experience, and
operations to impact the world. We will continue our efforts to achieve this goal.
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Looking ahead, I would like to explain what market opportunities we recognize in the future. According to a
survey by the Ministry of Economy, Trade and Industry, Japan is expected to face a shortage of advanced tech
talent by about 48,000 in 2020. We believe that many companies will face the following challenges.
From our perspective, if we just develop and provide technologies, our clients will not be able to successfully
choose or use them. In other words, with a low absolute number of people who know enough about data,
technology, and business inside a company, providing superior technology alone will not lead to business.
We also understand that even if we only provide technologies as components in a specific area, we will not
be able to resolve the issues faced by our clients.
We believe that we can continue to grow strongly by providing value through connecting excellent
technologies available worldwide and the needs of Japanese business frontlines, to harness the power of data
to support people who really want to change their company and business.
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When I talked about the medium-term management plan, I mentioned that the Company originally aimed to
increase recurring revenue, but changed its policy midway. This initially was based on the hypothesis that it
would be better to grow firmly by licensing rather than with a business model that relies on recruitment, in
part because of the difficulty to secure talent. However, during the process, we realized that customers would
not be able to effectively use tools or technology in a particular field that are simply provided to them.
As a result, we were struggling to secure renewal contracts, so we decided that rather than stock sales, we
should provide services that support our customers so that they can produce clear results for themselves.
Also, we now believe that we will be able to secure sufficient talent with enhanced recruitment activities,
given our brand. So, we are shifting our policy to expand our Flow Business, and we recognize that the
background to this is the market environment.
I showed you the two quadrants of business. In the consulting and human services area and the product
provision area, the demand for consulting and human resources support services related to the utilization of
data is expanding in light of the shortage of human resources capable of utilizing data in Japan.
We also believe that the tendency to seek personal support will increase even further when introducing tools.
In this field, of course, the number of companies entering the market is increasing. In this sense, we are able
to leverage our advantages and scale of our organization, which now has 300 people, including more than 100
data scientists. If we have this number, we can keep expanding our business while recruiting and educating
people.
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We have experienced that when the scale of the organization is small and we add a new person, the spending
for their education can cause sales to stagnate, or productivity to decline. Now, we believe that we can make
the most of our scale of 100 people and grow our business while recruiting and educating people. While
expanding our organizational scale, we will be able to respond to the robust demand.
Regarding product offerings, we are seeing a strong flow of good products, including by global vendors and
open sources, some at extremely low prices or even free. Therefore, we will adopt a stance of wisely selecting
products that meet the needs of client companies and providing the optimal products, whether they are from
other vendors or open sources, rather than insisting on in-house development to create technology.
In this context, if there is anything that still does not exist, our stance is to develop such things in-house.

In order to develop businesses within these four quadrant fields, it is necessary for a diverse range of
professionals to play an active role in their respective fields, given the increasingly detailed and sophisticated
needs of each segment.
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We already have such diverse types of people, as shown here. I will not explain each of them, but we will
continue to recruit and train people with diverse, advanced and specialized skills, and will expand our business
by capturing the needs of the market as a whole.
Individual actions in each area are also described here, but I will skip the details of each.
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Regarding the next medium-term management plan, I’d like to organize our assumptions for the environment.
In the market environment surrounding data utilization-related businesses, we believe AI, data analytics,
digital marketing, and other areas, will continue to grow at an annual rate of about 20%, while involving
peripheral areas.
As this market is expected to expand, new companies and neighboring industries are likely to enter the market,
and we are aware that demand for human resources and human services to support data utilization will
continue to increase.
This is the first of our basic policies. In order to enhance our track record of advanced and practical data
utilization that has an impact on business, we will strengthen our structure for providing and demonstrating
the comprehensive capabilities necessary for data utilization.
Specifically, we restructured our organization in July this year. We had been conducting sales activities
separately for each of our three businesses, but we built a team that oversees Company-wide sales. This team
faces the customer while working closely with each of our businesses, to provide a comprehensive range of
capabilities from each business to the customer and the market.
Second, we will continue to expand our organization, including recruitment and training of diverse human
resources, in order to respond to the demand for human services and solutions that are indispensable for
data utilization.

Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com

38

Third, in order to accelerate the utilization of data using cutting-edge technologies, we will pursue business
alliances with tech companies in Japan and overseas as well as strengthen collaboration through investments
and other means.

As numerical targets in this medium-term management plan, we are aiming to increase sales from 5.676
billion yen in the fiscal year under review to 11.5 billion yen in four years. Ordinary income is to grow from
1.2 billion yen to 2 billion yen. We plan to expand the number of employees from 306 to around 580 to 650,
roughly double the size of the organization.
As I will mention later, the above figures do not take into account the impact of M&A and other investments,
and we believe that we will be able to achieve these figures by expanding our existing businesses.
In addition, some may think that the CAGR of recurring income in particular at 13.3% is less than expected.
We will proceed with various considerations, including M&A and business alliances, so that we can
overachieve this target.
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This is our capital policy. I would like to explain our current stance on the direction of investment, including
M&A, and shareholder returns.
First of all, regarding our stance for investment, we are considering M&A to acquire human resources to
accelerate the organic growth of existing businesses. We will also consider investments and M&A for the
purpose of studying and commercializing advanced technologies as contributing to medium-to long-term
growth.
Initially, we will focus on research and assessment with a view to secure personnel specializing in leading
investment and M&A activities.
Regarding our policy for shareholder returns, we recognize that the effective use of capital for business growth,
including the above-mentioned investments, is a top priority for enhancing corporate value that shareholders
expect. However, we will also consider share buybacks, dividends and other measures to return profits to
shareholders in cases where effective use of capital does not proceed or in order to avoid an unexpected
decline in ROE.
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Now, I’d like to share our full-year earnings forecasts for the fiscal year ending June 30, 2020.
As for the next fiscal year and first year of the medium-term management plan, we forecast sales of 6.8 billion
yen, operating income of 1.2 billion yen, and ordinary income of 1.22 billion yen.
There are three main reasons why profit growth will be sluggish.
First, we would like to further increase the allocation of resources to human resource recruitment and training.
Due to intensifying competition for acquiring human resources in the data utilization field, we are lagging
behind in securing the talent we need. We were unable to fully achieve our hiring target in the current fiscal
year. To catch up, we will increase the allocation of human and financial resources to recruitment and training,
and prioritize the expansion of our organizational scale.
Second, we will review our pay system and reorganize our organization. Although the decline in the retirement
rate has stopped, we are planning to revise our pay system, including incentive plans, in terms of both
retention of existing employees and improvement in recruitment efficiency.
In addition, we have already implemented a large-scale organizational restructuring to demonstrate our
collective strengths, and as I mentioned earlier, we have been implementing this restructuring from July 1.
We also plan to take time and effort to establish this system.
Third is investment in the office environment. In anticipation of future increases in the number of personnel,
we have decided to establish a satellite office in front of Meguro Station from October this year, and we plan
to start operation from October. We are also planning to increase facility-related expenses, and as a total
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increase in costs from this investment is expected to be about 0.7 billion yen, we are planning to put pressure
on profit against the increase in sales of about 1.1 billion yen, so profit will not grow as much.
I think there is an appendix to your handouts, but I would like to finish the presentation here.
Thank you very much.
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Question & Answer
Moderator: Thank you. Then, we will enter into a question-and-answer session. If you have a question, please
raise your hand. The staff will carry the microphone.
This IR meeting, including the question-and-answer section, will be transcribed and posted in full. Accordingly,
if you ask a question, the Company name or name will be disclosed as it is. If you wish to be anonymous,
please omit your name.
Now, does anyone have any questions? Let’s start with the attendee in the front.
Kobori: Thank you for your explanation. I am Kobori from Marusan Securities. I have three simple questions.
Should I go one by one?
As for the first question, the management structure has changed this time, so what will change or not change
from now on, such as the management policy?
Kusano: As for management, I was chairman until the previous term and became CEO, while the former CEO,
Sato, is now chairman of the Company. The double-representative structure has not changed. While I was
chairman, I was not merely hanging around outside the office, but served as the representative director at an
Association of Corporations, and I also took charge of some business. In this sense, you don’t have to worry
about any major changes happening.
To answer the question of why we changed positions: in discussing the medium-term management plan, we
discussed what the Company needs to do. One point is that in the past four years, we have been committed
to expanding existing businesses without making significant new investments, such as overseas solutions.
From the perspective of the product life cycle, we discussed that it would be better to further advance the
replacement of solutions in the Solutions Business. Sato has stronger connections with overseas markets, and
it is his area of strength. We also feel that gaps in human resources and utilization of data utilization
technology are widening overseas.
In order to provide value to the market while understanding the gap between domestic and overseas markets,
it was decided that Sato should engage more in external activities to strengthen the connection with overseas
markets.
Conventional businesses will not change significantly, including those undergoing organizational restructuring.
However, some restructuring causes pain to the workplace, so in terms of how to achieve the Company's
direction through organizational restructuring and how to deliver the Company's value, it was decided that I
should take a leadership role in the process of bringing together these parts of the Company and presenting
a direction for the Company.
After discussing what the Company's next medium-term plan should be and what it should do, we have
changed roles based on a discussion on which leadership should be taken. But actually, I work together in the
same room with Sato, and it’s not that Sato no longer comes to the Company after becoming chairman. Little
has changed in that sense.
I can’t say that nothing will change, but basically, we clarified the division of roles and I have become more
committed to business growth over the next four years. Does this answer your question?
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Kobori: Thank you. Regarding the second question, as can be seen on page 46, there are three points to be
cited: recruitment of personnel, revision of the salary system, and investment in the office environment, as
the profit for the current fiscal year is unchanged and the cost increase due to investment is expected to be
0.7 billion yen.
How will this 0.7 billion yen be divided into these three categories, and how much will each grow? Please
allow me to confirm.
Ishikawa: Let me answer this question. We do not disclose the content, so we would like you to understand
that we can only say the total is 0.7 billion yen.
Basically, in terms of cost, the biggest factor is salaries, so a large fluctuation is caused by salaries.
In addition, since the most important thing is the internal allocation of resources, there are some items that
are difficult to express in terms of monetary amounts, but are factored in the total amount of 0.7 billion yen.
I hope that you will understand the answer in this way.
Kobori: I understand. Third, you plan to hire 65 people, or to increase 65 people, which is quite a high target.
Looking at your company in the past, I think there is a tendency for you to undershoot hiring from the
beginning of the period. What measures will you take to hire 65 employees this fiscal period, to achieve a
level different from that of the past? Please allow me to confirm.
Ishikawa: Although we haven’t been able achieve our targets nearly every year, we continue to implement
measures every year. Especially under this year's system, as stated in the previous plan, we are committed to
increasing the number of man-hours required for hiring outside of the department in charge of recruitment.
In addition, we are expanding the recruitment department itself, which is also included.
Moreover, as a matter of course, we are increasing costs for recruitment-related events and other measures.
We have factored in this cost increase as well.
If the human resources market becomes more severe than we currently anticipate, of course, there is a
possibility that recruitment will stagnate as a result. At present, we believe that we have formulated a plan
that will allow us to hire this number of people.
Kobori: Thank you.
Moderator: Thank you. Next question, please. Now, to the second place from the front.
Participant: I have two main questions. The first is about the Marketing Platform Business, which is losing
sales in the fourth quarter, both for stock and flow. I’d like to know the background.
And about the future picture on page 38, if we look only at this, it seems that you are going to sell products
of your competitors as well. Perhaps as the result of losing to the competitors, based on this, you are going to
select and utilize the most appropriate products to meet the needs from next fiscal year.
Is your idea to sell competing products as an agent? And what measures will you take to deal with the current
competition? I would like to ask about these two major points.
Kusano: One reason for the decline in sales in the fourth quarter of the MP Business is that there was one
large contract cancellation in the third quarter, which could not be covered by new growth and acquisitions.
For the Flow Business, since sales are generated from project-type work for which we are entrusted, the
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amount of work in the fourth quarter happened to be less than in the third quarter. We recognize those two
factors.
Participant: Was there one or two cancellations? Or were there quite a lot?
Kusano: There have been several cancellations, including a lot of small cases, but we recognized one largescale contract.
In terms of the use of technologies on page 38, we are originally not a company that develops everything by
itself from scratch. I think the Solutions Business has an enormous number of products in the lineup, but if we
try to make all the products, we will be unable to respond to the needs of our customers, given the scale of
our company. So the question is how to use data.
We consider whether we should develop what we need to provide in-house software to make good use of it,
or whether it has already been recognized globally, or it may yet to be recognized but is still an interesting
product. Our stance to find and bring in things that are likely to prove useful or popular has remained
unchanged.
So there has been no major change in policy regarding these areas, nor have we decided to deal with
competing products in the marketing platform domain for the foreseeable future. We get inquiries about the
Solutions Business domain, and the Analytics Business area, asking whether we aren’t making more AI engines
or a unique machine learning platform. But we think it is more efficient to use products created by global
vendors.
Participant: Sorry to digress a little. Given that the Marketing Platform Business is currently unable to secure
or grow rapidly due to the cancellation of subscriptions shifting to competitors, what measures will you take
in the current medium-term management plan to deal with these competitors?
Kusano: The main reason for the large-scale cancellation was that a very well-known company decided to
make things in-house. It did not involve a direct replacing by competitors in the digital marketing area. Of
course, we replace and are replaced by competitors all the time, but this big churn was about a customer
preparing over the course of several years and shifting to in-house production. Although the competitive
environment is becoming increasingly intense, I think there is no need to change this major policy in response
to a one-time decline in sales.
Participant: Do you think the competitive landscape is becoming increasingly challenging in the MarketingPlatforms Business? Or are you aware that this is not the case?
Kusano: We recognize that the competitive environment itself is becoming more intense.
Participant: What measures are being taken to address this issue during the medium-term management plan?
Kusano: Regarding the medium-term management plan, I think it is not very clear in this material, but basically,
as I mentioned earlier, we have restructured the organization. We believe for a company with businesses with
established products, we have a big advantage in the competition where individual businesses compete in
terms of their respective strengths and software functions.
This is the case if it is what customers want, but in reality there are many areas in which customers, even if
they evaluate and adopt it based on their specifications, cannot use it after all.
Therefore, we provide comprehensive solutions rather than just for the action of a particular area of data
utilization. We provide value with the total value chain of collecting, analyzing, and actually using data.
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We believe that this is essentially what client companies are looking for, and that it is an area in which we can
differentiate ourselves, and we have put in place the structure that matches this approach.
Ishikawa: In addition, our Rtoaster tool is the main tool for this Marketing Platform Business, but when
positioned in this digital marketing market, it is a tool in the area of private DMPs.
It is similar to tools such as b→dash, which are currently offered through TV commercials, but it is a little
different. Ours is a more sophisticated tool suited for larger corporations to do slightly more advanced things,
including data utilization and actions on websites.
Given the fact that we are competing in such markets, we are aiming to do more advanced things. Or connect
with various data. By targeting customers who want to adopt enterprise solutions, we may not be able to
achieve significant growth, but we believe that we can compete well with the emerging tools that are
aggressively targeting this area.
From this perspective, we will respond to competition by providing human services through the utilization of
our comprehensive strengths as a company, as well as collaboration with other tools.
The company's policy is not to compete for lower prices with major venture-backed startups. I hope you
understand that this is why the Company intends to use its comprehensive strengths.
Moderator: Thank you. Next question, please. The second from the back.
Participant: Thank you for your explanation. I’d like to ask one question from pages 40 and 41.
This time, I understood that you will focus on digital consulting and human support as shown in the lower left
of the page. What are the potential competitors that you recognize as a result of entering this area? Who are
you going to compete with?
In addition, recruitment of human resources is an issue in order to succeed in this area. Are you planning for
organic in-house hiring, or will it be strengthened through M&A, alliances, investment, etc.? Please tell us
about your direction.
Kusano: First, this is not a completely new challenge. This chart shows which themes exist in which area, and
going back to page four, which is the source of this chart, it shows how we have been involved in digital and
human services in the Analytics Business.
This is not the main business, but we have been working in this area so far, but in the sense that we should
exercising our comprehensive strengths in this area, we didn't have a sufficient percentage of the personnel
in this Analytics Business that were working in this area.
In the Marketing Platform Business, the main focus has been the provision of the platform, and the stance is
to strengthen and expand the personnel in this part of the business, not to enter into a new business that has
not been carried out before.
However, the competition for acquiring human resources is extremely fierce in some areas, so as I have
explained, we will consider M&A to recruit people as appropriate. We would like to consider some interesting
deals in this area as well. Supplement, if any. And competitors. The specific names of our competitors in this
area.
Ishikawa: Regarding competitors, there are, of course, big agencies and general consulting firms, but at
present, this area has not yet become a big business for such big consulting firms or agencies.
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In addition, we are aware that small startups, personal consulting firms, and traditional SEO firms are
expanding around this area.
So, by strengthening this area at this timing, while we can either say it’s newly being established or in the
process, we are trying to tackle this field of digital consulting from both the power of tools and the power of
analytics.
Participant: Thank you.
Moderator: Thank you. Next question, please. Here in the front line.
Sawada: I am Sawada from the Ace Research Institute. Thank you for your explanation. Since I’m here for the
first time, I would like to confirm some basic points.
First of all, about your basic approach regarding the target profit margin, which you have mentioned several
times. Please explain your thought behind deeming this level as appropriate.
Ishikawa: In regard to what we think is an appropriate profit margin, it is based on the profit margin of
competitors, as well as systems integrators and consulting firms that have business models similar to ours
from before.
Of course, the higher the margin the better as a company, but considering the idea of an appropriate profit
margin, I believe that the labor’s share is an important indicator in the case of human services. If we consider
the labor’s share, against other costs such as servers, we think the profit margin should be around this level.
The biggest factor is labor's share. In the sense that low labor's share encourages people to leave and makes
it easier for competitors to enter the market, we are keeping profit margins at a certain level and investing
this amount in growth in this important area. Therefore, we have given a lower figure compared to the results
of the current fiscal year.
Sawada: Thank you. Next, regarding the relationship between stock and flow, I would like to ask for your
image of the various products and businesses that you have in place.
Ishikawa: Our term "stock" is basically for contracts that contain automatic renewal clauses. As most of these
are software-related, it includes the contract amount for so-called SaaS type products.
Or, after selling the software as a single item, there are maintenance contracts after the initial sales. This is in
the form of maintenance, and in principle we refer to contracts that have automatic renewal provisions as
stock contracts. Meanwhile, there are many companies to which we have been providing the same type of
support for two to three years as a consequence. However, this type of support is not called stock.
Sawada: As for the relationship between the stock and flow, if the flow grows in the future, will the way in
which the stock rises change somewhat? Should it be considered separately from the above?
Ishikawa: Although there are some stock sales that result from flow, it’s not all of them. There is some
correlation, but it is not absolute.
For example, if we sell our stock-type products, such as the Rtoaster I mentioned earlier, in bundles as a result
of flow projects, the stock will increase as a result of flow projects. If a project ends up just with flow or is
worthy enough with the flow itself and does not contain any merchandise to generate stock sales, the latter
will not rise.
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On the whole, the Company sells a certain amount of stock products together with comprehensive strengths,
so if the flow increases to a certain extent, the stock will also grow to a certain extent. Although it is a smaller
percentage, we believe it is highly likely to grow.
Sawada: Thank you. Next, I would like to ask about RPA. Why was the reason for the partnership with
BizRobo? Since there are other companies like W and U, please tell us the factors for the choice.
Kusano: Regarding the reasons for choosing RPA Technologies, we’ve been involved with them from a long
time ago. It has been a long-standing agreement for about four to five years, and we have not chosen it based
on the latest situation. One factor is that they are not selected from among the current players.
We are continuing this relationship and strengthening what we can do in this context, given that we are not
at a stage or scale to actively switch to another company.
Sawada: Thank you. Next, I would like to ask about the customer attributes of your company. I think that the
average unit price can be calculated by dividing, but how are they dispersed? Do you work with a wide range
from large enterprises to SMEs? Or is it skewed or oriented to a certain scale to some extent? Please tell us
about the situation.
Ishikawa: While customers themselves range from large enterprises to small- and medium-sized enterprises,
sales tend to be skewed to some extent to large enterprises.
So you can understand that the biggest contributors to sales and profits are large corporations.
Sawada: Can we understand that your sales efforts also target large enterprises?
Ishikawa: Yes. Basically, sales are mainly aimed at large corporations. However, when we say large companies,
they are large companies as our clients, so rather than size, they are companies that are spending substantial
money on this kind of data utilization. Even if a company is small in size, they tend to have a larger budget in
this area if they are engaged in online sales with other companies, and we have a considerable number of
such customers.
Sawada: I understand very well. Thank you.
Moderator: Thank you. Are there any other questions? It seems not.
Do you have any additional items from the Company? Are we good?
Then, we will complete our briefing today. Thank you very much.
[END]
______________
Document Notes
1.
2.
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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 forwardlooking 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 forwardlooking statements will be realized.
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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
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