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Presentation
Moderator: Hello, everyone. We will begin the financial results briefing for the first quarter of the fiscal year
ending June 2022 of BrainPad Inc.
Mr. Takafumi Kusano, CEO and Representative Director, and Mr. Ko Ishikawa, Director and CFO, are present
today from BrainPad Inc. Mr. Kusano will provide an overview of the financial results for the first quarter, and
then, we will take your questions.
The materials used today are the same as the supplementary explanatory materials for financial results for
the first quarter of the fiscal year ending June 2022 posted on our IR website.
Now, we will begin the explanation. President Kusano, please.

Kusano: I'm Kusano, CEO and Representative Director. Thank you for your time today.
Now, let me start with the financial results for the first quarter of the fiscal year ending June 2022.
First, let me briefly introduce what the Company is aiming for.
Since its foundation, our company has been committed to a consistent mission. We are a business-to-business
company that aims for creating a sustainable future through the promotion of data utilization. We are a
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company that consistently provides business-to-business services in order to realize that if companies that
already have significant influence in the world change the way they utilize data, various types of waste and
waste of resources can be reduced, resulting in a sustainable future.

At present, our company, as I will tell you later, has been in business for 17 years since its establishment in
2004, and has been operating in this manner.
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The strength of our company is that its founding business started with the analysis of entrusted data from
companies.
Derived from there, we have entered the development of an environment for analysis, training of human
resources, and consultation on data utilization. Centered on the utilization of data, I suppose that we have
become 1 of the very few companies in Japan that can provide comprehensive services ranging from
consultation and cost formulation in the most upstream to training of human resources.
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Our company is roughly divided into 2 businesses, for which I would like you to see this, as they have a lot of
content. The presentation is divided into 2 segments, professional services business and product business.
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Our company is now accepting work from a wide variety of client companies, and this is a list of clients that
have given us permission to name them.
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We also announced 2 major capital and business alliances last year.
They are a joint venture with Dentsu Inc. and investment by ITOCHU Corporation in our company.
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Page 9.
This page has also been updated only for the end of the fiscal year, while as part of our mid-term plan, we
have set a goal of increasing the size of our projects.
By announcing the increase in large-scale projects once a year after the end of each fiscal year, I believe that
you will be able to confirm that we have been making steady progress so far.
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I will now move on to the highlights of our first quarter results.
Sales saw a high growth of 28.2% YoY, led by the professional services business.
In most years, sales in the first quarter are lower than those in the fourth quarter of the previous fiscal year,
but in the current fiscal year, sales in the first quarter exceeded those in the fourth quarter of the previous
fiscal year, achieving record sales for the quarter. This business was considerably affected by COVID-19, but I
think you can see that it is regaining or exceeding its previous momentum.
1 point, there are gray-shaded areas, indicating revisions. As we will explain later, we are reorganizing some
of our sales, which were previously accounted for by our professional services business, while re-growth of
our product business has become a very big issue for this fiscal year. For this reason, we need to add sales
from our professional services business to our product business, so we have made revisions including last
year's sales.
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Next, consolidated operating income by segment.
Operating income recovered significantly, up 197.1% YoY, due to lower-than-expected expenses including
advertising expenses, in addition to strong sales in the professional services business. The operating income
margin for the first quarter of the current fiscal year was 16.3%, recovering to the level that our company is
aiming for.
Ordinary income and net income are also following the same trend as operating income described above, so
I will skip the details.
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Changes in the number of employees.
Compared with the previous fiscal year, when the number of mid-career recruits could not be increased, the
number of mid-career recruits in the current fiscal year was within the expectations. As of today, we have 443
employees, with a record 40 new graduates joining our company in April next year. We have already made
job offers, which have been accepted.
The retirement rate has also remained at the previous level of about 10%.
Consolidated profit and loss and others are as described, so please read it if you have time. The same applies
to the balance sheet.
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I will now move on to the highlights of non-consolidated results and non-consolidated segment results.
Let's look at the professional services business.
Demand for DX and data utilization continued to rise, accompanied by strong order activity. Both net sales
and profits were significantly higher than in the same period of the previous fiscal year due to longer and
larger projects.
The segment profit margin was 43.2%, which was consistent with the target profit margin level. We will further
strengthen our recruitment activities to meet strong demand.
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This shows net sales, number of customers, and number of employees for the professional services business.
Net sales in the first quarter of the current fiscal year and sales per client company reached record highs due
to the ongoing trend of longer and larger projects.
As new graduates were assigned to new positions at the beginning of the current fiscal year, the number of
employees who were unable to work for paid utilization increased, and net sales per employee declined
temporarily. I reckon that this will be resolved by raising the paid utilization rate for new graduates toward
the second half of the fiscal year.
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This is a new format of disclosure, which shows a revenue breakdown of the professional services business.
Effective from the first quarter of the current fiscal year, our company adopted the revenue recognition
standard. Please note that if we break down the revenue generated from contracts with customers, the
revenue of the business is large, breaking it into 2 in such a way.
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Next, we will move on to a 3-year comparison of the product business.
While we are promoting initiatives aimed at the re-growth of our product business, we suppose that it will
take a certain period of time to see the results, and net sales in the first quarter of the current fiscal year
increased only slightly.
Segment profit decreased slightly partly due to the impact of increased personnel expenses from the previous
fiscal year due to an increase in employees for regrowth, as well as the concentration of resources in core
products and the optimization of various costs.
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In the first quarter of the current fiscal year, while there was a termination of a contract for a medium-sized
project, new orders did not grow, and stock-type sales declined.
At the beginning of the current fiscal year, we reorganized our sales structure to promote the acquisition of
medium-scale projects, such as consolidating related division, in order to regrow the business. We intend to
recover the number of customers and stock-type sales through the strengthening of sales promotion functions
and sales capabilities by these measures.
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Among Rtoaster and other major products related to the product business, the recent press release on
Rtoaster shows that it continues to receive very high evaluation in IT reviews.
In addition, we are constantly issuing press releases with companies that use Rtoaster on the marketing DX
using Rtoaster.
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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, with regard to our consolidated earnings forecast, we will only revise up the profit side for the first
half of the fiscal year.
For net sales, in light of the fact that order activity has reached a level higher than that before COVID-19, we
are aiming to achieve an annual sales growth rate of around 20% as our line of target in the mid-term plan.
In terms of profit, we will aim to achieve the same level of profit growth as sales growth for this fiscal year by
maintaining the operating profit margin while implementing the 3 major priority actions accompanied by
investment.
There have been no major changes to this policy in terms of both sales and profits. However, based on the
progress made in the first quarter of the first half of the fiscal year, only the profit for the first half of the fiscal
year was revised upward.
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I would like to explain the reason for keeping the full-year profit forecast unchanged.
Amid strong demand in the professional services business, recruitment activities for some positions have been
somewhat delayed, resulting in tight staffing.
Despite the tight staffing situation, the acquisition and implementation of projects are progressing, and it is
anticipated that there will be an increase in outsourcing expenses and delays in the timing of recording sales
for some projects. In addition, due to the increase in the size of projects, the risk of cost exceeding the initial
estimate has become greater than before.
Moreover, unused advertising and recruitment expenses in the first quarter of the current fiscal year will also
be used from the second quarter onwards for growth in the second half of the current fiscal year and the next
fiscal year.
Lastly, the period in which the results of initiatives aimed at the re-growth of the product business shows will
be the second half or later, and sales growth and contribution to profit in this fiscal year may be limited.
Therefore, we have decided to keep the forecast unchanged by also taking this into account.
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The 3 major priority actions to be taken in the current fiscal year are shown here again.
We will continue to invest in these 3 areas.
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As for our capital policy, we have acquired treasury stock.
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As for the new announcement this time, we are considering a stock split.
The record date will be December 31 of this year, and the split ratio is 1:3, with the effective date of January
1, next year.
Now I will stop my explanation here and would like to move on to the time for questions.
Moderator: We have finished explaining the first quarter and the revision of earnings forecasts for this fiscal
year.
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Question & Answer

Moderator: Now, we will have questions and answers.
I am sure that some of you have participated in this event for the first time in a while, so not limiting yourself
to questions about the first quarter, you may ask the background of past performance and others. We will be
pleased to answer any questions, so please give us your questions.
Ishikawa: While we are waiting, I will give answers to the most likely questions.
Moderator: CFO Ishikawa, please go ahead.
Ishikawa: While the impact of COVID-19 has gone away and sales are recovering now, there were some
customers who have been affected by COVID-19, such as those in tourism or transportation. In order to make
up for them, what kind of customers have increased? Are there any supplementary comments from Mr.
Kusano?
Kusano: In terms of DX-related investments, I have an impression that inquiries from manufacturers are
increasing. Also, I have an impression that financial companies are very eager to invest in DX.
Ishikawa: In the past, we have had quite a large number of customers in the area of entertainment, and
tourism-related and travel-related, which I mentioned earlier. Of course, we have lost some customers in such
areas. They have not yet reached the phase of reinvestment, so with this reinvestment, we may have slightly
different figures.
At this point, we see that our sales have recovered more due to demand from others, rather than recovery of
these lost customers.
Moderator: Thank you. Then, I have a question now.
Someone is asking about our hiring prospects. In the first quarter, you said that the recruitment of human
resources was progressing smoothly. How about the second quarter and after? First of all, please answer this
question.
Kusano: I think we can continue to have the same trend as in the first quarter, as we have been able to hire
personnel, and I do not see any major change in the trend of the number of applicants, etc.
On the other hand, with respect to some of the highly skilled professionals, the recruitment process has not
progressed as expected, to be honest with you. With regard to this issue, it may be difficult if we do not
consider it, including a review of the terms and conditions, etc., so we are going to proceed from here while
discussing it within the Company.
Moderator: Thank you.
It is further asked that please tell us if you have any specific policies that you are working on to achieve your
recruitment goals. Will you please answer this?
Kusano: As I have just said, progress has not been too slow to meet the initial targets, so there is nothing I am
thinking now about more than pursuing the policy as originally planned.
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However, we may review some aspects of employment conditions and treatment for positions under fierce
hiring competition. Other than that, we are discussing internally whether it is better to consider such things
as lump-sum payments as necessary, but nothing has been decided yet.
Ishikawa: We see that we are doing what are generally necessary, including referral recruitment, so we are
working to improve their effectiveness.
Moderator: Thank you.
Ishikawa: Also, we need to hire a little more than 100 people this fiscal year. With 40 new graduates and just
over 60 others, we should hire 15 people in 1 quarter. I think it went well to some extent during this first
quarter, but if you simply divide the required number by 4, it was only about half of the resulting quotient.
I don't think it will be very easy to make it up. If we do what we should, we will not be in a situation unable to
achieve it, so we will work hard on recruitment.
In fact, in terms of the hiring environment, the demand for DX human resources in this area is increasing
tremendously among consulting companies and business companies as well. The hiring environment itself is
getting tougher, but it's not a situation where we can't hire at all, so we intend to increase the number of staff
by properly implementing the current policies and conducting screening through interviews.
Moderator: Thank you. Then, I would like to ask you the next question.
You said the current fiscal year is the year of initiatives for the re-growth of the product business. If there are
any recent updates, such as the status of initiatives in the first quarter, please let us know.
Kusano: In a big way, we changed the director in charge. Director Sekiguchi, who was, and continues to be, in
charge of the Business Management Division, has become in charge of this project business, and he is now
responsible for this domain and its regrowth.
Whereas it was previously the case that units for product manufacturing and sales are under control of
different persons, I think it is probably the biggest change that Sekiguchi has assumed the control of both and
established a system that can more seamlessly carry out sales, development, manufacturing, and operation
under the integrated responsibility, and conduct them speedily without using time for detailed adjustment,
etc. Under his leadership, I recognize that decisions have been made, including appropriate investments, and
reductions of what should be reduced.
Moderator: CFO Ishikawa, do you have any additional comments?
Ishikawa: In fact, we started with improvements in the organization, so rather than spending big money in
general, it's about understanding the actual status as is and improving wasteful spending and wasteful
processes. To be honest, I have been explaining that we will not see the effect immediately. I hope you will
understand.
Moderator: Thank you. I have the next question.
It is said that sales of large-scale projects increased. Specifically, what kind of projects are getting larger?
Customers who pay JPY100 million or more per year are considered to be major projects. Could you tell us
what kind of projects are mostly with this JPY100 million or more and what kind of projects are increasing in
recent years?

Support
Japan
Tollfree

03.4405.3160
0120.966.744

North America
Email Support

1.800.674.8375
support@scriptsasia.com
25

Ishikawa: When it comes to more than JPY100 million, there are customers who don't want their names to
be revealed, so it's hard to say the details. ITOCHU has always been a big one, and Yahoo continues to be
disclosed.
In addition, transport related as I mentioned earlier, and some transportations which do not transport people,
and customers in the manufacturing industry and financial institutions are gradually becoming larger.
Moderator: Do you mean that you are offering various services in combination?
Kusano: Well, yes. If it's something that's out there and easy to introduce, I think it's the supply chain with
ITOCHU. This means that you have to do both the part of the system that can predict demand accurately and
the part that plans based on it. This is 1 of the deals in our company that covers both the provision of analytical
capabilities provided by the professional services business and the construction of systems.
As the number of such types of projects increases, we will not end with analysis of the contracted part but
human services for follow-up will also be provided based on the performance of systematized projects on a
regular basis. As we move into operations, we will receive projects throughout the year, and as a result, they
will grow in size.
Therefore, for our company, enlargement is not to deal with one-off analysis projects, but to prioritize those
that fall into the system. As a result, projects are becoming larger in size and more expensive than JPY100
million.
Moderator: Do you mean that the demand for DX is increasing in the world, too?
Kusano: Well, yes. I think there is more willingness to invest in areas where operations can be drastically
improved and greatly improved. Regarding that, I understand that our company's services are in demand.
Moderator: Thank you. Also, if you need more information, please fill in additional questions.
I'll go to the next question.
Since we are in the post-cookie era, the regulations of cookies are getting stricter. Under such circumstances,
could you tell us about the potential of Rtoaster, which is the main product in the product business? I suppose
this is asking you if there is any negative impact.
Ishikawa: It is called post-cookies, but this so-called private DMP, the one that uses internal cookies, is not
greatly affected at this time. Of course, with all the restrictions in place, there are some things that are not
easy to drag, but they are not greatly affected.
In that sense, it has been less affected than third-party cookies, which are in the domain of advertising. Rather,
we recognize that opportunities are expanding in the sense that CRM policies, or policies for our customers,
are being emphasized.
However, as the opportunities are expanding, other companies are using new catchphrases to promote this
area. In that situation, I think we have some issues to deal with in terms of how to get through the tournament,
which leads to our stagnation. I hope you will understand that we are sluggish not because we are hit hard by
post-cookies, like advertising agencies by third party DMPs and others.
Moderator: Thank you. I am waiting for further questions.
If you have any additional information about the strengths of Rtoaster, what kind of customers use Rtoaster
frequently? I would like to ask you, Mr. Kusano.
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Kusano: It was originally started as a recommendation engine. After all, we are proud to have very enhanced
functions in personalization and switching the display according to individual customers. So you can switch to
each individual customer's behavior, or you can switch to different approaches, machine learning, or clearly
based on the first defined rule, for product recommendations or what to show.
With this combination, client companies are highly appreciative of its ability to achieve a variety of
personalizations. In terms of the number of features that we are going to add to this comprehensive list of
personal features, it has been evaluated as very substantial. The more you can use various functions, the more
difficult it is to change, because there are so many functions in 1 of our companies. Honestly, it can be pointed
out that it is difficult to use if it is a little busy. This point is always subject to improvement.
On the other hand, a single service can do a lot of different things and enable to create policies are a key point
of evaluation, and if you want to do the same thing with another company’s, you will have to combine multiple
tools. You have to add so many options. Even if it looks cheap, and even though competitors may seem
cheaper in terms of introduction, it still costs the same or more to do the same thing in the end.
To make customers understand that, I think it is important for us to properly promote this point, because they
are going to judge that it is good that they did not change or that our company is actually cheaper.
Moderator: Thank you.
Rtoaster's strength right now is that it is a domestically produced tool, and I think Japanese companies like it.
If you introduce a little bit of products that are competing right now, I think the image will expand a little. In
terms of foreign tools and domestic tools, what is it competing with?
Ishikawa: When it comes to foreign tools, it's a little different, but Salesforce's Marketing Cloud and related
products are big competitors. When it comes to domestic products, Plaid is listed at the moment, so the tool
is becoming a competitor.
Other than that, there are many foreign tools and domestic tools, especially cheap ones. As I explained earlier,
when something like that comes up, it's either a single feature or a limited feature that wins out here. Or the
list of functions is circled, but in reality, which is sometimes the case.
It is quite difficult to compare marketing tools, and I understand that the difficulty of using them and how to
promote our strengths will be important in the future.
Moderator: Thank you. Let me go on to the next question.
Last year, orders from customers such as entertainment companies and airlines, which were hit by COVID-19,
were sluggish. Is the order trend, which has become sluggish, still sluggish? Is there any sign of recovery?
Kusano: The number of airline companies is small, so not too much. All in all, I think there is a slight difference
in the trend depending on the Company. As we look ahead to the end of COVID-19, we will properly restore
the budget to the previous level for the next fiscal year and beyond. In addition, the number of companies
that are being scrutinized is increasing.
At present, it is not completely out of the reach, but for the next fiscal year, we are beginning to make plans
on the premise of recovery, and I think we are starting to receive various estimates and consultations. Is there
any additional comment?
Ishikawa: The budget for this term is still difficult for everyone, and the current figures are also difficult for
everyone. With that in mind, we have to keep an eye on the final budget and what will happen next year and
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beyond. I think it is still difficult to say that we are proceeding with our business on the premise of recovery
from the next fiscal year. I think we're getting more and more people saying that opportunities are coming up
little by little and that we have to invest in areas where we should invest.
Moderator: Investing mainly in the digital domain is a must from now on, so the momentum is growing.
Kusano: Well, yes.
Moderator: Thank you. I am still waiting for your questions. Please feel free to ask any questions.
As for the status of the capital and business alliance, I am often asked how it has progressed since then.
Ishikawa: Well, I think this kind of thing is very difficult to talk about. Of course, there was also the acquisition
of treasury stock, including the possibility of a capital and business alliance. Unlike in the past, there are some
areas where we are proceeding with the matter while putting in place a dedicated person, and we recognize
that we have to proceed with the matter in a wide range of ways.
In fact, some of our competitors are saying that they have partnered with a large company and received an
investment, and some of them are increasing. We already have a partnership with ITOCHU, but we recognize
that this is a situation where we have to consider others.
However, we just released it in August, so it's still too early to tell. Of course, I understand why you think we
should go ahead with the acquisition if we are in a situation where you cannot hire people. The person in
charge mentioned earlier is also in charge of the acquisition and is considering it. In fact, when there is a
shortage of manpower, the willingness to acquire becomes high, and it is not a very reasonable deal, while it
is a bit difficult at the stage of light due diligence.
The other thing that I am most concerned about in the recent past is that we are having a lot of trouble with
the combination of on and off work styles because of this COVID-19, and there is still a risk of maintaining the
organization properly, so I have the impression that if we proceed with acquisitions while keeping a close eye
on those things, more and more things are taking time.
Moderator: Thank you. Now we are asked about the professional services business.
Basically, I assume that the area of strength in the professional services business is data analysis. Could you
give us some specific projects? That’s the question.
Ishikawa: Since this year, I have also been in charge of the analytics business, so in terms of its typical business,
it is basically a marketing analysis, and 1 of the classic things is to decide what kind of customers and what
kind of products to start with to acquire loyal customers.
When it comes to marketing, next is forecasting of demand. When it comes to demand forecasting, we predict
demand from various data at hand. Or it's not just a demand, it's an attack list, where you're looking for more
room to sell.
Now that you've done this, the next step is optimization. We're doing what we call forecasting and
optimization, and depending on what we predict, we're even developing tools to optimize how much
inventory we should actually carry or how we should route that inventory.
So, the analysis itself is, as I said, making an attack list, or forecasting demand, or estimating optimization
quantities. The strategic aspects of building the foundation for doing this and what should be analyzed as the
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main premise will be done through consulting. In terms of both strategy and system building, what we do
from both sides is a typical large-scale project.
When it comes to small projects, in fact, when you put a little bit of software together, when it comes to the
area of BI, when you actually use the data, you want to look at the actual aggregated quantities rather than
the detailed analysis. As for that kind of work, there are some things that can be done by themselves in BI and
engineering.
Moderator: As for this feature, is it the feature of our company that many of them use analytical technology
or data technology?
Ishikawa: Well, yes. 1 more thing, I just forgot to explain.
We also have products related to digital, so CDP exists as a product, but if we can't meet the demand with
existing products, we customize, create our own customized CDP. Or you can build an extension of an existing
product, so it's an analysis of that kind of thing, or you can do a lot of engineering, you're doing engineering.
Moderator: Thank you.
Continuing the question, do you have a lot of DX related projects? We don't have a lot of DX related projects
that end in the consulting domain, do we?
Kusano: Well, yes, so it depends on what this DX refers to. As our company understands it, as the DX
progresses, digital and software will enter the business interface and business domain. The more digitization
proceeds, the more data acquisition points there will be. The data that can be accumulated will increase.
I think the key to the success of DX is not to digitize and finish, i.e., end with taking data, but to analyze the
data and quickly improve the operation, which is the contest for cycle speed.
That's where our company can go with its client companies. It does not end by creating a system, but only
after the system has started to generate data and it is highly evaluated that it can contribute to the
improvement of the business including the improvement of the system, and I think that this is the point that
people expect BrainPad to be more interesting in this area than conventional SIers.
Moderator: Thank you.
And just to follow up on the question, is there a lot of PoC?
Ishikawa: When it comes to more or less, there are a lot of challenging work compared to regular SIer, so
there are a lot of PoC work, including not only work that ends with PoC, but also work that follows.
On the other hand, compared to AI ventures, people in AI ventures are doing PoC for a long time, or are doing
PoC in a really challenging area, but compared to that, we are more likely to do PoC on the premise of
continuing, rather than just a research PoC, or we don't know whether it will end with PoC or continue.
Of course, I didn't put it into the main work I mentioned earlier, but we do a little bit of research PoC from a
technical development point of view if it is meaningful, so it is not the situation where we don't have any PoC
at all and we do it including researching PoC. However, compared to major SIers, there are many things that
we cannot see the effect of unless we do PoC properly, so we do it. However, I think the characteristic of this
company is that it is not a company that does a lot of PoC just for simple R&D.
Moderator: Thank you.
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Kusano: On the other hand, in the area where the professional services business is good at, we have
partnerships with Google, Microsoft, and AWS, based on our company’s cloud environment, for system
development using this cloud environment. In that area, I think the trend is a little different from the
traditional big SIers.
Ishikawa: We were not big enough to start with, so we had to build a system to put in a large amount of
hardware, or even a data center, which was difficult when we started working 10 years ago, but today, even
with our know-how, we can provide a data analysis environment for a large company as long as it is cloudbased. We are also building an environment in which analysis is conducted using such methods and an
environment in which analysis is actually conducted.
Moderator: Thank you.
I understand that you have relationships with all 3 major clouds. Which 1 is particularly closely related to you
these days?
Ishikawa: I think it's better not to say too much, but in reality, AWS is really number 1 with a wide range of
partners, so it's obvious that we have a deeper relationship with the other 2 companies. There are a lot of
requests from customers for work at AWS, and we are close to each other, so we have a lot of work to do
together.
Moderator: The fact that BrainPad can handle any of the 3 major clouds is quite surprising for some, and
that's why there are so many leads. Thank you.
Do you have any other questions? I will continue to wait.
Recently, we have heard a lot about the recovery in sales in the professional services business. The problem
is the operating rate. We often hear questions about the current operating rate for the first quarter and
whether there is still enough capacity. What do you think?
Ishikawa: If the operating rate actually reaches 100%, we can't do sales and training, so of course it's not
100%. But whether we can still afford to get a lot of new deals or not, we cannot do many. If there is room to
spare, there will be some things like the acceptance of the recent graduates and the training, so there will be
some room for this kind of thing.
On the other hand, by making them our strength, we can expect to increase our resources. By actually doing
this, I believe that there is still room for sales growth in terms of the current number of personnel or the
number of personnel, although there is no actual vacancy.
Moderator: How long will it take for the new graduates who joined the Company in April to be able to develop
their capabilities?
Ishikawa: As for us, of course, most of them have already joined the project and are doing on-the-job training.
Therefore, they are currently becoming professional, and from around January of next year, as our goal, we
are actually expecting many of them to do the work that they can charge properly to customers, although it
may not be all their salary, and of course it may be a charge for 1 person, depending on individuals.
Moderator: The ratio of newly graduated employees is high in the professional services business every year.
I continue to wait for your questions.
We have been asked to follow up on profitability a little now.
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As you have seen, the profitability of the professional services business is higher, and the product business is
struggling a little. What should I think about the future profitability and operating margin? I think the first
quarter was pretty good.
Ishikawa: As far as the first quarter is concerned, of course there were some points where the risk factor did
not become apparent, so there were some points where resources were sold out more thoroughly than the
current situation, so I think there are some points where the risk factor has become higher a little.
That said, as the professional service, we still have to aim for this level, so if there's anything that's missing, if
there's an investment, we're going to be looking for a way to hire more people at a similar or slightly lower
profit margin but aiming for a little more talent and hiring.
As far as the product business is concerned, there is a clear tendency that the platform profit margin is
declining compared to this time. However, if we do not win the competition, we will lose it all at once, so I
think we are in a situation of controlling profits to some extent. We are not in a situation where we stop
investing in order to make a profit, but we are in a situation where we look for investment points and try to
recover sales first.
Moderator: Thank you. I have another question.
I think that the current level of operating income is a little lower than it was in the past when it was at a high
level in the Company. What level should you aim for in the future?
Ishikawa: About 3 years ago, the profit level was the highest in the past. As we have reported in our mid-term
plan, it is strange to say that it happened that year. In the sense that the scale of the project was exactly the
same and the increase in the number of people was not enough, I think it was originally a year in which the
increase in personnel expenses due to the increase in the number of people or the increase in personnel
expenses due to the increase in salaries was kept to a certain level.
In addition, we are planning to move again this year, and it was just right in terms of the effective use of the
office. In that sense, it was a year of well-balanced earnings.
If we aim for that level, we may stop investing or use our offices as the current small space, so we are not
aiming for that level, as we said in the mid-term plan. I think it's an important factor to get closer to that.
The weak profit margin of the past 2 years is not the target, of course, but the first quarter of this year was
good. And the Company as a whole is going to grow as the profit margin of the product recovers. As for the
professional services business, on the other hand, we need to look for opportunities for further growth by
investing in developing new solutions, such as returning profits to members who actually do business, or
fostering professionals, so we recognize that profit margins are not the only way to increase.
Moderator: Thank you.
In terms of profit margin compared to other companies or consulting firms, how should I evaluate it?
Ishikawa: Whether we compare it to the consulting firm itself, to the general contractor SIer, or to the SS
vendors we have, I think it depends on how you select the comparable in the end.
In that sense, if we compare us with a consulting company with a fairly high profit and a high unit price, we
are doing a more grounded work, and we respect the motivation of engineers for technology. If we say so, we
will be regarded as prioritizing business, so we do not aim for such high unit price and high profit level.
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However, if it becomes very similar, the profit level of SIer including general contractors is 1 big benchmark,
and we are carrying the same risk or we think the growth rate is high, but we are doing it, so I think we have
to aim for the same profit level.
But if there is 1 thing that is different, we are aiming for high growth. I think that the profit may be discounted
as much as the investment of that growth, but as a level, I don't think I should be outdone by SIers that are
performing well.
Moderator: I have a few more questions.
Although you have revised up our profit forecast for the first half of the fiscal year, your profit forecast for the
second quarter has been revised downward from the results for the first quarter. I think the expenses that
were not used up in the first quarter may be spent in the second quarter, but please let me know if there are
other factors that make the forecast a little conservative.
Ishikawa: There is a slight delay in hiring, so we can expect that the cost of some projects will be slightly higher,
which we have properly taken into account. The other is recruitment, and we haven't given up until the end
of December, so the cost of that kind of things is, frankly, a little part of what we expect.
Moderator: Thank you. There are still more than 30 people left, so please feel free to ask any questions.
Then, there seems to be no question, so I would like to ask Mr. Kusano, the president, to say a few words
about the future.
Kusano: In the year before last, and last year, we were affected by COVID-19 and made them as years of
investment to some extent, and some parts of our businesses were lackluster in their performance, but I think
we got off to a good start this fiscal year, and I want to maintain this pace. I am confident that we will be able
to maintain this, so we will make an effort to continue this. We would like to focus on the recruitment issues
that have become an issue and do our best to meet the plan.
We are also in the process of revamping our management structure for the re-growth of our product business.
It may take some time until we get a figure that can meet your expectations, but the members seem to be
changing their minds, so we may have a little time lag here, but I think the timing will come when we can
report good results in the figures, so please be a little more patient with us.
In the meantime, we will continue to focus on the professional services business, and the Company as a whole
will continue to maintain a balanced approach to growth.
Thank you very much for today.
Moderator: Thank you very much. This concludes the meeting.
[END]
______________
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