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Presentation 
 

Moderator: Good morning, everyone. We will begin the financial results briefing for the fiscal year ended June 
2021 of BrainPad Inc. Mr. Takafumi Kusano, CEO and Representative Director, and Mr. Ko Ishikawa, Director 
and CFO, are present today from BrainPad Inc. 

First, Mr. Kusano will provide an overview of the financial results for the fiscal year ended June 2021. 
Afterwards, we will take your questions. The materials used today are the same as the supplementary 
explanatory materials for financial results for the fiscal year ended June 2021 posted on our IR website. If you 
have any further questions, please write them in the Q&A section. We will select and answer your questions 
from among those submitted. Please be assured that the questions you submit will not be shown to the 
viewers on the screen. 

Now, we will begin the explanation. President Kusano, please. 

 

Kusano: Good morning, everyone. I'm Kusano, President of BrainPad. I would like to start with an overview of 
our financial results. 

This is our company. Our company was founded 17 years ago, and since its inception, we have consistently 
supported various companies in their use of data with the mission of "creating a sustainable future through 
the promotion of data utilization.” All of us are developing our business with the hope of making the world a 
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better place, even if just a little bit, by helping various companies use data effectively to reduce the various 
losses and waste that occur in their business. 

 

Our company has been in business for 17 years and will be 18 years old next March, and we are currently 
operating in this manner. 

1 point I would like to make is that we now have 1 consolidated subsidiary called Mynd. As announced 
separately in the IR, we are planning to absorb the Company by the end of this year. I have just explained 1 
point. 
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In addition, the Company profile in H1 has not changed since the previous presentation, so I will briefly run 
through it. 

Starting from July last year, we have consolidated our IR business segments from 3 to 2. 

Primarily, the professional services business that focuses on human services. We provide 2 main types of 
services: human services, such as consulting and data scientist analysis on consignment; and product services, 
such as SaaS services, in which we provide companies with products related to data utilization, whether 
developed in-house or by other companies. We are publicizing in the form of developing 2 businesses to 
support the data utilization of businesses and companies. 
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This is our strength. 

Originally, the Company was founded by contracting data analysis, and derived from that, we have been 
supporting companies in their use of data for the past 17 years. At present, we have established a 1-stop 
system for providing services related to data utilization, from consulting on the development of data-based 
DX concepts to the actual training of human resources. 

You can see what kind of services we provide in each of the 2 business domains by looking at the black dots 
in the bars below the arrow feather in the bottom row. 

As I have explained, we are developing our professional services business and product business. 
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In the past, we have listed our clients as companies that have given us permission to name them, including 
press releases. They are very diverse businesses. We do not specialize in any particular business, but we are 
able to provide full support for the utilization of data in all kinds of businesses and business categories, which 
I think is 1 of our major strengths. 

With regard to capital and business alliances, we announced 2 major capital and business alliances in July and 
November of last year, which we have already explained, so I will not go into them here. 
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I will now move on to the highlights of the financial results for the fiscal year ended June 2021. 

First of all, in terms of sales, until H1 of the year, there was a prolonged lead time for orders caused by COVID-
19. And the delay in the start of the project affected the results. However, from Q2 onward, we have been 
active in receiving orders, and sales in H2 of the year, when those orders start to be recorded, have recovered 
to a level of 13.6% YoY. 

In addition, in Q4 last year, we were able to achieve our highest ever sales of over JPY2 billion, and I think it's 
safe to say that our business performance is on a recovery trend. 
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In terms of operating income, H2 of the fiscal year saw a sharp recovery in operating income, up 36.4% YoY. 
The operating income margin for H2 of the fiscal year was 15.2%, and I think it is fair to say that it is back to 
the level we should be aiming for. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

9 
 

 

Ordinary income and net income are also following the same trend as operating income described above. I 
will skip the details. 
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As for the sales composition by project size, these figures have been announced since last fiscal year, but as 
part of our mid-term plan, we have set a major, quantitative goal of increasing the size of our projects. 

The number of clients with annual sales of JPY100 million or more is steadily increasing. The number of cases 
and net sales both increased. Therefore, even with the impact of COVID-19, I think it is safe to say that we are 
making steady progress in increasing the size of our projects in line with the mid-term plan. 

This is the number of customers by project size. As you can see in the graph on the left, the decrease in the 
number of clients is due to a shift from small projects to medium and large projects, and as a result, I believe 
that this has led to an increase in overall revenue. 

Our professional services business accounts for about 2/3s of our sales, and when we have a large number of 
small projects here, we inevitably have vacancies between projects, and the utilization rate drops. This tends 
to put pressure on the profit side, so the larger the project, the more stable the manpower utilization will be, 
and the more positive the profit side will be. 

Our company is aiming to increase the size of large projects and human services as much as possible, and in 
addition to that, to provide product businesses and product services, so that we can generate a variety of 
sales from a single client. I think it is fair to say that we are doing well at the moment. 
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This is a transition of employees. 

We had set a target of 455 employees at the end of the current fiscal year, but the result was 427 employees. 
The total number of employees, including those seconded to affiliated companies, is 434, which is about 20 
short of the total number of employees, including seconded employees. 

The reason for this is that we are now hiring for positions that are very difficult to hire for, so competition has 
become very fierce, and we are struggling with mid-career hiring. On the other hand, I am very pleased that 
we were able to welcome 37 excellent new graduates this year. 

The retirement rate was kept at a low level compared to the previous fiscal year's level of less than 10%, so 
we recognize that this sluggish growth is purely a reflection of our struggles in hiring new graduates and mid-
career workers. 
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There is nothing else worth mentioning regarding the consolidated profit and loss situation, etc., so please 
take a look at this balloon when you have time. 
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I will now move on to the highlights of non-consolidated results and non-consolidated segment results. 

First, let's look at the professional services business. 

In the previous fiscal year, there was a contraction in sales of existing data analysis projects from industries 
that are strongly affected by COVID-19, but with increased order activity from Q2 onward, sales in H2 of the 
fiscal year accounted for 22.1% YoY. We are aiming for 20% growth during the period of this mid-term plan in 
terms of the scale of our organization and sales, and I think we have returned to the level we should be aiming 
for. 

So, the segment profit for H2 of the fiscal year has also recovered rapidly to a figure of positive 41% compared 
to the previous fiscal year, and the segment profit margin for H2 of the fiscal year is now 42.3%. In the future, 
we would like to pursue a level of profit that exceeds 40%, which is the level we should aim for in this business. 
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This section provides information on sales, number of customers, and number of employees in the 
professional services business. 

As a result of sales growth, sales per employee and sales per customer in Q4 reached record highs. 

On the other hand, due to an increase in the number of employees seconded to other companies, the number 
of employees has only slightly increased. We have received strong inquiries about DX support, so we will 
continue to actively recruit in the next fiscal year and the following fiscal year in order to respond to these 
inquiries. 
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On the other hand, this is the product business. The industries that are strongly affected by COVID-19, 
especially the human resources and travel industries, are areas where we had great strength as a sales 
destination for our products. Both of these 2 industries are greatly affected by COVID-19. Although we made 
up for it with new orders and up-selling to existing customers, the increase in sales from new orders still did 
not reach our expectations, and sales were down slightly from the previous year. 

As a result of the concentration of resources on major products and the optimization of various costs, we 
were able to absorb the increase in costs due to the increase in the number of employees in the previous 
fiscal year and maintain segment income at the same level YoY, but sales growth was sluggish or rather, we 
were unable to increase sales, resulting in negative growth. This was a disappointing period for us. 
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Number of customers, number of employees, and stock-type sales in the product business. 

We've been providing SaaS services for a long time with a lot of products. Basically, it is a stock type of sales 
that we can record over a long period of time. As we are reporting the figures here, in Q4, while there was a 
termination of a contract for a medium-sized project, new orders did not grow and sales declined. 

Amid the intensifying competitive environment in the marketing tool-related market, we focused on acquiring 
larger projects, and as a result, stock-type sales per customer have been on an upward trend since Q2 of the 
current fiscal year. From the next fiscal year onward, we will work to recover the number of customers and 
stock-type sales, as we have also reorganized our sales structure to promote the acquisition of medium-scale 
projects in parallel with large-scale projects. 
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In addition, we hold an online conference in June this year. 

In June, we invited Senior Executives from these partner companies and clients that we had recruited to speak 
at our conference. 
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Here are some press releases we have released recently. 

1 thing I would like to pick up on is the evaluation and award section, which is in pink. Rtoaster is our flagship 
product. We provide a comprehensive tool that spans multiple divisions of our products, and we have 
announced that in ITreview, an online review site, this tool has won leadership positions in 4 categories for 3 
consecutive quarters. 

What this means is that, as I mentioned earlier in my disappointing report on the product business, it is not 
that the strength of the product has declined, but rather that the product itself has been highly evaluated. I 
wonder if we were late in responding to some of the effects of COVID-19 or to the intensifying competitive 
environment. 

I believe that we can still recover from this situation by changing the system and other means, and that our 
products have been evaluated well, so we will continue to work on this basis in the next term to achieve 
regrowth of our business. 
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I would like to continue with the earnings forecast and capital policy for the fiscal year ending June 2022. 

First of all, consolidated earnings forecast for the fiscal year ending June 2022. 

In light of the fact that order activity has reached a level higher than that before COVID-19, we are aiming to 
recover to an annual sales growth rate of around 20% as our line of target in the mid-term plan. 

In terms of profit, as explained in detail on the next page, we will aim to achieve the same level of profit 
growth as sales growth by maintaining the operating profit margin while implementing the 3 major priority 
actions. Therefore, we are aiming for sales of JPY8.5 billion and profits of JPY1.02 billion in the next fiscal year 
ending June 2022. 
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These are the 3 key actions that I just mentioned. 

First, we will continue to actively recruit human resources. On a non-consolidated basis, we are planning to 
increase the number of mid-career workers and new graduates by 106, an increase of about 25% from the 
end of the current fiscal year. This will lead to an increase in expenses of about JPY500 million, but we 
recognize that there is no reason to stop hiring personnel here for the long-term growth of the Company. 

Second, the regrowth of the project business. As I mentioned earlier in my disappointing report, we have the 
strength of the products themselves, so we are working on a plan to consolidate the divisions involved in this 
business, make organizational changes, and concentrate human resources and management resources on our 
core products in order to achieve renewed growth. We have already started on some of them. 

Of course, we had to make sure that the cost of non-core products was optimized at the same time. I think 
there were a lot of product logos in the product page at the beginning. There are many necessary tools for 
data analysis, but we have so many of them that the resources are somewhat dispersed. So we will try to 
optimize this part. We are making decisions in the direction of expanding the product business as a whole 
with our mainstay products while properly narrowing down our focus. 

Therefore, we do not plan to spend much more than before, but we will focus on various initiatives to 
strengthen our sales and marketing functions and processes. 
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The third one. We have already publicized this separately, but we will be consolidating and relocating our 
offices to strengthen our organization. By May 2022, we are planning to relocate our current head office in 
Shirokanedai and 2 offices in Meguro, totaling 4 floors, to Roppongi 1-chome to consolidate our offices. 

With an eye on the post-COVID-19 and with-COVID-19 eras, we would like to combine remote work and office 
work in a good way. In that case, in order to maximize the value when we come to work, we decided to 
consolidate the offices because we believe that we cannot operate the organization efficiently if the offices 
are scattered or the facilities are in the status before COVID-19. This is expected to lead to an increase in costs 
of about JPY100 million to JPY150 million. 

 

Next, I will tell you about our capital policy. 

First of all, at the time we announced our mid-term plan 2 years ago, our assumption was that our top priority 
would be to invest in M&A and other business growth investments that would accelerate the growth of our 
existing businesses through the use of capital. We announced that in the event that these investments are 
not utilized, we would consider the possibility of returning profits to shareholders. 

At present, after completing the first 2 years of the mid-term plan, we have not made any large-scale 
investments such as M&A for the purpose of acquiring human resources, although we have made some small 
investments. 

Last year, we were in the same situation, but we were not sure what the negative impact of COVID-19 on our 
business performance would be, so we kept a large amount of cash on hand and did not make a decision on 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

24 
 

shareholder returns. However, a year has passed since then, and the negative impact of COVID-19 on our 
business performance has been minimal, and our cash reserves continue to increase. 

Although we are planning to relocate our head office in the next fiscal year, we do not believe that our cash 
reserves will decrease significantly in light of the aforementioned business forecast. As we announced in our 
IR yesterday, we have secured a certain amount of funds for M&A preparations and will use some of the 
surplus funds to repurchase our own shares starting this August. 

In addition to returning profits to shareholders and improving capital efficiency, the Company intends to use 
the funds for stock-based compensation for directors and employees, and for M&A and capital tie-ups utilizing 
the treasury stock. 

 

Also, as we have announced the other day, as for the market change, we have been informed by the TSE that 
we are in compliance with the new Prime Market category. 

In addition, the Company is planning to shift to a company with an audit and supervisory committee, and if 
approved at the next general meeting of shareholders, we would like to make the transition. As a result, we 
will have 3 directors who are members of the audit and supervisory committee, and 5 of the 9 directors will 
be independent outside directors. 

With regard to shareholder returns, as I have explained, we will repurchase up to 130,000 shares at a cost of 
up to JPY800 million. 
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Also, as I briefly mentioned at the beginning, we would like to merge Mynd, a consolidated subsidiary, by 
December of this year. As this merger is with an affiliated subsidiary of the Company, we recognize that the 
impact on consolidated business results will be minimal. 

 

Finally, there is 1 important thing. We would like to share with you our current thinking on how to achieve 
our mid-term management plan. 

For the next fiscal year ending June 2022, as I mentioned earlier, we are targeting sales of JPY8.5 billion as 1 
of our goals. In the final year of our mid-term plan, we are aiming for sales of JPY11.5 billion and profit of JPY2 
billion. To achieve the medium-term plan, even if we grow at an annual rate of 20% in the fiscal year ending 
June 2023 from the JPY8.5 billion, we will only be able to achieve JPY10.2 billion, so we are aware that there 
is a gap here. 

Therefore, we have set a target of JPY8.5 billion for growth of about 20% next fiscal year, but in order to 
achieve the goal of JPY11.5 billion in 2 years, we need to go beyond the 20% growth rate and see how far we 
can grow. 

In order to achieve this, I think it is very important to maintain the paid utilization rate, especially in the 
professional services business, in order to ensure continuous sales, and to expand the workforce and the 
organization at an early stage. I also believe that we need to strengthen our human resources through flexible 
use of outsourcing. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

26 
 

Moreover, it is a very important issue to put the product business, which is not as dependent on the growth 
of the human resource base as the professional services business, on the path to renewed growth. This is an 
action related to the organic growth of existing businesses. 

In addition to this, there will inevitably be shortages as I mentioned earlier, so I think we need to work on 
increasing sales through M&A and other means. Here is the idea, especially in terms of sales. 

In terms of profit, as you can see in the text at the bottom right of this page, the achievement of the profit 
plan will depend on the scale of investment in the final year. As I mentioned earlier, we are aiming to expand 
our organization by 25% in the next fiscal year, and we are expecting an increase in expenses equivalent to 
about JPY500 million. After all, if we give priority to expanding the scale of our organization, we will inevitably 
incur expenses. In the final year of the project, I think we will make a decision to use appropriate costs while 
watching the situation of the business environment. 

However, the market as a whole is growing by 20%, so we are working with the idea that we need to invest in 
order to properly capture this growth. Therefore, since investment in SG&A expenses has been progressing 
ahead of schedule in the first half of the mid-term plan, we would like to aim for a steady increase in profit 
margin by accelerating sales growth toward the final year of the plan. 

This concludes my explanation. 
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Question & Answer 

 

Moderator: Thank you very much, President Kusano. We will now move on to questions and answers. 

We will select and answer your questions from among those submitted by the management. Please take a 
moment to fill out this form. 

There are some questions that we have already received, so we would like to answer them in order. Thank 
you for your cooperation. 

Kusano: We have received 3 questions. First of all, the hiring. The hiring targets for this fiscal year seem 
ambitious, even though hiring seems to continue to be below target. With regard to the background of this 
outlook, whether there are any measures that can accelerate hiring this fiscal year? 

During the current fiscal year, the hiring environment was very difficult, but we were able to hire in the 
previous year, so it is not a continuous problem. Therefore, in order to adapt to the current harsh hiring 
environment, we have set this target as a realistic and achievable goal while discussing with the frontline staff 
and improving some of the hiring conditions. 

Ishikawa: I would like to add 2 points. 1 of the reasons is that we were a little worried about the business 
performance in H1 of the last fiscal year, so we actually loosened the reins of recruitment in H1 of last year. 
We didn't know if the product would actually be in operation, and we were worried about whether there 
would be work, so we have relaxed our hiring policy as the professional services business will only grow if 
there is work. 

Another point is that, as we mentioned earlier, part of the reinforcement of the administrative division is the 
expansion of the human resources division, especially the mid-career hiring division, which we have been 
working on during the last fiscal year, and it doesn't mean that these people will generate value immediately 
after hiring them. In the current fiscal year, value has been generated since H2 of last year, and I believe that 
we are now in a structure to move forward with strong hiring, but I also believe that this will be further 
accelerated this fiscal year. 

Kusano: Secondly, to what extent do you think you can achieve your sales guidance for this fiscal year by 
promoting a net increase in human resources? Can we understand this as a plan based on achievable levels, 
even if hiring is behind the target? Mr. Ishikawa, please. 

Ishikawa: The sales for this fiscal year, especially for H1 of the year, will be achievable even if we do not make 
much progress in hiring personnel. However, in H2 of the fiscal year, if we do not make any progress at all, it 
will become a little difficult, but if hiring proceeds to a certain extent within a sensible range, for example, 
even if the number of hires is reduced by about half, we will be able to achieve our goal. 

However, if the number of hires is sluggish, it will have a significant negative impact on the growth of the next 
fiscal year, so the reason why the sales growth in H2 of this fiscal year is not as large as the current fiscal year 
is because the current utilization of human resources and hiring has not progressed as much as planned in the 
past. Since the growth in H2 of the year has been small, we recognize that if we are able to hire sufficient 
human resources in H1 of the year, conversely, we may be able to see further expansion of sales in H2. 

Kusano: Thirdly, does the image of clients with more than JPY100 million per year indicate an increase in the 
number of large 1-shot deals, or does it indicate that you are able to win multiple deals from the same client 
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throughout the year? Could you explain including the background of the increasing number of large-scale 
projects? 

First, regarding the background, our main objective is to acquire such projects, as I mentioned earlier. So, it 
would be a bit of a misnomer to say that we select our clients from the initial stages of a project, including 
whether or not they are likely to lead to a major project. As to whether we can make such proposals to our 
customers, we have been receiving an increasing number of inquiries, so we are giving priority to those 
customers with whom we can have a long-term relationship. 

So basically, it's not a 1-shot sale. When it comes to JPY100 million scale, in our company, there are few cases 
that end there. Of course, we sometimes receive a single order for system development that exceeds JPY100 
million, though. After creating such an environment and mechanism, we will utilize the data on it. Originally, 
many of the companies that contact us for system development are not simply good at creating systems, but 
rather are interested in working with us as a partner in utilizing data on top of the completed system. 

The purpose is different from that of a traditional IT system that is created all at once and then passed on to 
the rest of the Company. A traditional IT system can fulfill its intended function to a certain extent if the 
software works as it is installed. 

However, for tools that are designed to utilize data, once the environment is installed, the result is an 
environment where data is accumulated on a regular basis and an environment where it can be analyzed if 
you want to. After preparing this environment, there will be a large number of customers who still need our 
help in terms of how to grow their business using this data. 

In this way, we are able to have a long-term relationship with our clients, as we are able to receive a large 
amount of money for a system development project and then provide regular support with our staff. This is 
how we do business, and I think that the increase in the number of large-scale projects is due to the increase 
in the number of customers with whom we have long relationships. 

The next question. In the fiscal year ended June 2021, as shown on page 14, the unit price per customer for 
projects of JPY100 million or more seems to have decreased due to the impact of COVID-19. From this fiscal 
year onward, is it possible to achieve positive growth compared to the fiscal year ended June 2019? Or would 
it not? Also, could you tell me about the business environment and your company's initiatives as to why you 
think so? 

Ishikawa: If anything, we have very large clients. Companies more than 10% that have been disclosed in the 
past include Yahoo! and ITOCHU. Other than that, as the number of customers whom we receive more than 
JPY100 million per year from increases, the appearance of the unit price will inevitably decrease. 

We would like to increase the number of customers with sales of JPY100 million or more, other than those of 
the giant companies, so it is not that the average unit price is declining, but that we need to nurture customers 
who will follow the 2 giant companies. If this progresses, we believe that sales will expand. 

Therefore, I hope you understand that the JPY3.2 billion for the 11 companies is not the average, or that the 
structure is not that there are many average companies. 

Kusano: Next, in terms of overall order activity, you said that overall orders will be higher than before COVID-
19, but is there still some variation in the recovery of DX investment sentiment depending on the industry? 
Also, could you update us on the investment trends of the industries and companies affected by COVID-19? 

There are still some companies that are not at the stage to make major investments due to the strong 
influence. So, In terms of whether there will be a strong return to orders for projects in the fiscal year ending 
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June 2022, or consultations from the customers who had big business with us before COVID-19 to at least at 
the previous level, I think the situation is uneven depending on the industry. 

Our current re-growth, or return to sales, is due to new orders from customers with whom we had no previous 
relationship, as well as strong demand from existing customers who have not been affected by COVID-19 or, 
conversely, have been affected by the tailwind. So, there are variations. Is there any supplementary 
information? 

Ishikawa: I think this is right. 

Moderator: Thank you very much. We would still like to take your questions, so please fill in the Q&A section 
here. 

Ishikawa: Now, let me explain a little more about the influence of COVID-19. 

When it comes to the impact of COVID-19, we are especially concerned about as distribution and travel. In 
the area of entertainment, the use of data has progressed quite unexpectedly in some areas. In that respect, 
I think that in the SaaS service tools and the professional services, quite large customers have been hit pretty 
hard, and they are still recovering from the damage, and you don't see any recovery in their willingness to 
invest. What do you think? 

Kusano: That's right. There are still struggling in some parts. However, even so, there is a prospect, or rather, 
a sense of when the situation will be settled, and from a long-term perspective, plans are in motion. 

It seems that we will not be able to reach the point of recovery during the fiscal year ending June 2022, but it 
will not continue for another year. It is my understanding from listening to customers that the plan is starting 
to move forward based on the judgment that the economy will return to normal by that time. 

Ishikawa: Also, the digital shift in the use of channels is becoming more and more apparent in the industry. 

Kusano: That's right. So, as the contact points become digital, naturally we will be able to obtain data, and I 
think there is already a social consensus that we need to utilize that data. In that sense, I think that when it 
returns, the demand for our business will increase, and if they want to do quick analysis and so on, I think that 
the demand for product-related services will also come back. 

Ishikawa: As I mentioned last year, we released a number of cases and templates of our products for the 
travel industry just before COVID-19, and once we put a lot of effort into that. So I think it's not impossible 
that the impact on our products in particular has been prolonged. 

Kusano: That's right. Well, thank you for your additional question. In the fiscal year ending June 2023, you 
said there is a gap of about JPY1 billion between the mid-term plan target and the JPY10.2 billion that is an 
extension of the plus 20% growth shown on page 31 of the material. If you fill this gap through M&A, I think 
you will need to bring in multiple companies of a certain size, but first of all, are you thinking about that? 

In that case, you will probably need to raise funds. Do you think that borrowing will be enough, or will you 
need other means? Mr. Ishikawa, please answer. 

Ishikawa: If we were to fill all of these through M&A, we would need multiple companies, but if we include 
the possibility of 1 company with about JPY1 billion, I don't think that multiple companies is something that 
we have specifically decided on. If anything, if we buy a company that is too small, the management costs will 
be quite high, so we are considering a good balance, while also thinking that a company with a solid 
foundation would be better. 
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On top of that, when it comes to the need to raise funds, to fill the sales gap of about JPY1 billion, borrowing 
will be enough, but considering the medium- to long-term future, if we fill the gap larger than that, or if it is a 
company with a high level of variation and we want to grow together with it, then we may not be able to 
cover the cost by borrowing alone, but we think that we can fill the gap of JPY1 billion by both borrowing and 
using cash reserves. 

Moderator: Thank you very much. Incidentally, in the first half of the medium-term management plan, M&A 
did not proceed much, but were you considering it? 

Ishikawa: Yes. Of course, we are considering some of them, and some of them have actually been discussed 
in depth as projects. In such a situation, when it comes to the AI and other fields, there is a high level of 
variation, and considering the variation we expect, in some cases we think it would be better to accelerate 
the hiring of human resources. 

We are in a situation where we are not sure if we can manage our business adequately because we do not 
have enough management resources, or where we are losing out to other companies who have put a higher 
price on their products. We are working on it, but rather than buying too many variations and inconveniencing 
our shareholders, we would like to look at the variations carefully and make a good purchase for us. 

Moderator: Thank you very much. We look forward to your continued questions. We would be very grateful 
for a broad range of opinions, even if they are basic questions. There are still more than 20 people left, so we 
will be taking a wide range of questions. Thank you for your support. 

Kusano: Are there any other topics that we should talk about? Until the questions come. 

Ishikawa: Well. 

Moderator: 1 of the reasons for the sluggish recruitment was the intensifying competition. I would like you 
to supplement in what kind of occupation and where it is intensifying. 

Kusano: First of all, in H1 of the fiscal year ended June 2021, as Mr. Ishikawa mentioned earlier, there was a 
bit of a slowdown in orders, especially in H1 of the fiscal year under the influence of COVID-19. Even if we 
continued to hire, we focused on hiring high-class leaders or managers above them. 

As you can see here, we focused on hiring high-class personnel, so there was a lot of competition, and as the 
sales orders were not coming in, we tended to stop hiring. I mean, it was a little stagnant. 

Ishikawa: Well. I think we raised the level of careful selection of personnel. 

Kusano: I regret that this was a major factor after all. Therefore, our current approach is to be able to control 
the hiring process by monitoring the status of inquiries for projects ahead of the orders. If we hadn't stopped 
hiring at that stage, or if we hadn't slackened off a bit, we would have been able to hire a few more people. 
We are strengthening our organization in terms of hiring, so we want to make sure we don't make the same 
mistake. 

Moderator: How about the competition? What kind of companies are you in competition with for hiring 
talent? 

Kusano: Basically, I think that major system integrators, foreign consulting companies, and consulting 
companies not limited to foreign companies are competing for the human resources we need. 
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Moderator: Thank you very much. We look forward to your continued questions. We will wait a few more 
minutes. If there are no more questions, I would like to end today, but there is still time, so if you would like 
to write something, please. 

Kusano: Thank you for your question. I believe there are 3 points listed on page 31 of the document as 
requirements for growth of over 20%. What points could be captured in particular? 

1 of the first things I would like to tell you is that re-growth of products is quite possible. To be honest, the 
product business is still strong and competitive, and our strength is that our products are strong enough to 
handle large scale projects compared to our competitors. Our main product, Rtoaster, has been in business 
for more than 10 years and has grown into a tool that can meet various visual marketing requirements. 

That part is evaluated and, in the review we mentioned earlier, we were evaluated in various product areas 
and ranked as a leader in each of the 4 areas, so we have very high functionality. 

However, because of the large number of functions, it can be a little difficult to use, so I think that while we 
improve the product in this area, we can also provide a more extensive support system so that people can use 
it. Through this, we believe that it is possible to increase the number of medium and large projects. 

Also, in terms of securing sales, we need to improve the paid utilization rate. As we reported earlier, we have 
already succeeded in increasing the size of our projects, and if we continue to increase the number of projects 
over JPY100 million and further increase the size of each project, I think we will be able to increase the paid 
utilization rate. 

So, the other part is the expansion of personnel. In this area, we have already established a system, but since 
this is a particularly competitive area and there are competitors, we have no choice but to move flexibly while 
keeping an eye on the market situation. 

Thank you for your continued questions. Regarding the number of customers in the product business, I think 
the departure of medium-sized customers is different from your intention. Could you add a little more about 
the background of the departure that occurred? 

Thank you. We are aiming for stock-type sales, and of course we wanted to keep the medium-sized projects, 
so as you said, this departure was not what we intended. 

As we expected, new orders were not enough to compensate for the cancellation of contracts, the decrease 
in the scale of sales, and the decrease in the scale of contracts in industries affected by COVID-19, such as 
distribution, travel, and human resources. We had set up a system to receive orders for large projects, and 
we were not able to fully prepare a system to pursue small and medium-sized projects. So this was partly the 
result of the change in system. 

Since July, the beginning of this fiscal year, we have made some changes to our organization, and we have 
started to strengthen our support to prevent existing customers from leaving, and we have also started to 
review the process from sales to receiving orders to acquire new customers and orders in order to increase 
sales. We believe that we will be able to bring the business back on a recovery track to some extent. 

Ishikawa: I believe that there is a certain number of departures, and it is not that the rate of departure has 
suddenly increased, but when medium-scale projects are cancelled, it is necessary to acquire the medium-
scale projects that will make up for them. However, as we focused on large projects, the acquisition of 
medium-scale projects stagnated, and this prevented us from making up for the decline in medium-scale 
projects, which we believe is a big issue. 
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Of course, we can't deny that the measures to prevent the cancellation of medium-sized projects, or the 
customer success measures were 1 step behind. After all, it is inevitable that customers will downsize for 
various reasons, or switch tools when they change their systems. We have made organizational changes based 
on our belief that it is important for us to be able to maintain and further expand our sales by compensating 
for this. I hope you understand. 

Moderator: Thank you very much. 

Kusano: If there are no further questions, I would like to conclude the meeting. 

Thank you very much for taking time out of your busy schedules to attend our financial results presentation 
today. We will continue to do our best, and we hope that you will pay attention to us. Thank you very much. 

[END] 

______________ 
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