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Presentation 
 

Moderator: Thank you very much for your patience. FUJI SOFT INCORPORATED will now hold a financial result 
briefing for Q2 of the fiscal year ending December 31, 2022. Thank you very much for taking time out of your 
very busy schedules to join us today. 

Let me begin by introducing today's attendees. 

Satoyasu Sakashita, President & Representative Director 

Sakashita: I am Sakashita. Thank you. 

Moderator: Tateyuki Oosako, Director & Senior Executive Operating Officer. 

Oosako: I am Oosako. Thank you. 

Moderator: Mari Morimoto, Director & Operating Officer. 

Morimoto: My name is Morimoto. Thank you. 

Moderator: Masashi Umetsu, Director & Operating Officer. 

Umetsu: My name is Umetsu. Thank you. 

Moderator: That is all those present. Thank you very much. 

First, Mr. Sakashita will explain the details of the financial results. There will be time for questions and answers 
after the presentation. 

The financial results for Q2 of the fiscal year ending December 31, 2022, will be explained. 

President Sakashita, please start. 
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Sakashita: I will share the screen with you. 

I will now explain the financial results for Q2 of the fiscal year ending December 31, 2022. 

First, the numerical side. 

As shown in the table below, sales were JPY141.3 billion, 106.7% YoY. Operating income was JPY8.9 billion, 
103%. Ordinary income was over JPY9.9 billion, 105%. Net income was JPY5.8 billion, 125.7%. 

As written, the sales figures for the business systems are based on strong sales in each field, particularly in 
system infrastructure construction, and those for the embedded systems business are based on strong sales 
in machine control. 

Operating income did not increase as much as sales, but the termination of sales agency contracts at some 
group companies, which is the effect of Cybernet, was originally disclosed in our disclosure that we expected 
a decrease in total income. However, the increase in sales of embedded development and BPO services offset 
the decrease in profit, resulting in a 103% increase. In that sense, we had expected a decrease in profit, so the 
result is quite positive. 

Ordinary income is a little positive because of the still moving exchange rate. Net income attributable to the 
parent company, this is 125%, which appears to be a significant increase, as there was a one-time increase in 
income taxes from the sale of stock in the previous year, and there were fewer income taxes this time around. 
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This is what a graph would look like. 

Although the cost of sales ratio worsened slightly, the increase in SG&A expenses was controlled, and 
operating income was still positive due to the increase in sales. 
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These are the highlights of Q2. 

As you can see, sales increased JPY5.8 billion, or 108% YoY, and gross profit also increased, but unfortunately 
operating income was negative. 

This is for the same reason as before. Looking at H1, Q1 was positive, and Q2 was negative, and this negative 
figure for Q2 is due to the decrease in profit at the Group companies. Looking at Q2 alone, we were not able 
to achieve a positive result. 

The main group, the sales and operating income, especially the operating income, were up 120% YoY, and the 
sales of business systems increased due to the strong performance of the system infrastructure as mentioned 
earlier, as well as good performance in each field, and the embedded systems business continued to be 
particularly strong. 
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Operating income was favorable in the business sector, but there were some unprofitable projects, so the 
business sector was a little behind in terms of profit, but other areas were also favorable, resulting in an 
increase in income. 

Although expressed as part of the Group companies, Cybernet saw a decrease in sales and profit of just under 
JPY3 billion, a JPY2.7 billion decrease in sales and a JPY1.2 billion decrease in profit. This is due to two factors: 
one, the application of the revenue recognition standard and the change in treatment to recognize revenue 
over the contract period for maintenance services within the scope of the distributorship, so that what was 
raised in one lump sum is now recorded separately; and two, the termination of the distributorship agreement 
with Synopsys, a product or company whose products have been sold since last year.  

VINX saw an increase in revenue and profit. It is holding strong due to the increase in retail-related DX or the 
deepening of existing customers. 

CYPER COM also reported an increase in both sales and profit, thanks to strong sales in the control and 
business-related sectors of its software development business, respectively. 

FUJI SOFT SERVICE BUREAU INCORPORATED, this is also a BPO, call center services, which is a bit like a special 
demand for outsourcing related to the coronavirus control. That's one of the reasons why it performed so 
well. There were some expenses that involved a bit of environmental improvement, so not all of our profits 
grew as much as that strong performance, but we still had a very large increase in revenue and profit. 
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As you can see, the increase in profit of the main body, the decrease in profit of Cybernet by the increase in 
profit of VINX is offset by the decrease in profit of Cybernet, and the positive amount of CYBER COM and FUJI 
SOFT SERVICE BUREAU INCORPORATED became the positive amount of consolidation, such a form if we only 
add and subtract. 

Naturally, there are other group companies, but they are also roughly even. Broadly speaking, that is how the 
consolidated figures are structured. 

 

This is sales and operating income by segment. 

If you look at the embedded/control software area, you will see that sales are 110% and operating income is 
135%, which looks very strong. 

On the other hand, the business-related area is also doing well, at 116%, but the minus JPY4 million here and 
the operating income area are at the same level as the previous year, which means that this area was about 
the same as the previous year due to the trouble. 

The decline in the product services section is due to the impact of Cybernet, which I explained earlier, and the 
JPY1.2 billion figure I showed you earlier. The negative JPY1.2 billion figure earlier was reduced to a negative 
JPY0.8 billion after considering the other positive factors. That's largely how it works. 

As noted here, embedded systems/control systems are doing well, especially machine control. It means that 
the number of unprofitable projects has also decreased, about the sector here. In the business services 
business, sales were favorable, but there were unprofitable projects. And in the product services business, 
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there was a negative impact from GIGA, which performed very well last year. Also, the Group's distributorship 
agreement was negative. 

Operating income decreased, and the sales composition ratio is seen as quite negative due to a slight decrease 
in the high-margin revenue items I mentioned earlier. 

Outsourcing is as described here. 

 

This is a quarterly comparison of performance and sales. 

This may not be necessary to show now, but I have been trying to show what the impact has been on 
coronavirus for the past two years, and it has been growing steadily for the past three years, and sales have 
been increasing steadily. We believe that even if you look at the quarter cut, you can see that it has recovered 
quite well. 
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Topics of consolidated statements of income. 

The cost ratio is getting a little worse. The unprofitable projects and the revenue recognition criteria, which 
used to go up all at once, have now been broken up, which means that the high profit margin items are now 
included here, which makes it look as if there has been a slight increase. 

As for SG&A expenses, they are increasing due to the increase in sales and the increase in personnel to some 
extent, and as for extraordinary loss, there was a large amount last year due to the sale of shares in the 
previous year and the sale of ACE securities, etc., so it appears that this year's loss is much lower than last 
year's.  
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Consolidated balance sheet. 

Notes and accounts receivable, this means that there is a slight decrease now seasonally due to increased 
revenues. 

Other current liabilities, this area is a little bit related to the revenue recognition standard, and prepaid 
expenses, which are prepaid expenses for procurement of other companies' products, have increased by 
chance, but the prepaid expenses have increased due to the transition to the revenue recognition standard. 
So, they are increasing in the form of advances because they are recognized as revenue in a discrete amount. 

I'll tell you first, but on the other hand, other current liabilities, such as advances received and sales, will 
appear on the balance sheet as having increased. 

Other than that, the tangible fixed assets and this is the cost of real estate for own purposes that has been 
under construction for some time, so tangible fixed assets have been recorded. Also, there are still some 
accounts payable. 
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Consolidated cash flows. 

Cash flow from operating activities was positive JPY5.2 billion, but it appears to be slightly lower than the 
previous year, but this is due to an increase in income tax payments and other company products. The number 
appears to be decreasing a little because of the prepayment in this area. 

Investment activity is also negative. This is because that the difference between the previous year and the 
current year is also quite large because of the absence of construction expenses and the refund of time 
deposits and proceeds from the sale of stocks in the previous year. 

Cash flow from financing activities, which refers to expenditures, increased considerably compared to the 
previous year due to the repayment of working capital used for coronavirus, for which borrowings were 
slightly increased when the coronavirus project started. 

Orders received and order backlog. I'd like to keep this brief in terms of sales trends, but I'm not sure if that's 
it. But there's a YoY ratio here. For the SI business, the order backlog was 115.6% of the previous year's level, 
which is 115.6 in relation to orders and sales, but this is a bit positive because the order backlog at the 
beginning of this period was changed due to the application of the new revenue recognition standard. 

Here, this is a plus. This product/service. This appears to be a very positive place to be. 
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Also, regarding the SI business, I believe we have mentioned that the internal operation rules for recording 
orders were changed last year. If we assume the previous recording method, the balance at the end of the 
fiscal year for the SI business would be 117.9%. 117.9%, which means a slight increase, SI business. 

The system construction part is 106.2%, which also means that there will be a slight increase here, and that 
this part appears to be slightly negative because it is a change in appropriations. 

In the area of system construction, embedded systems/control systems are performing well, but the order 
backlog for embedded systems/control systems, which is shown in No. 4 here, appears to be decreasing 
considerably. This is not a decrease from the previous year. 

As for business systems, the number of financial and system infrastructure projects has been increasing, but 
the change in the recording standard for order backlogs, which I mentioned earlier, is a minor one, but in 
reality, the order backlog is over 100, or about 107%. This means that the Company has a realistic backlog of 
orders in excess of 100. 

Product services, as this increased as other companies' licenses increased, here was 114.6% compared to the 
same period last year. Orders are 114.6%. The order backlog was also affected by this, at 151%. 

For outsourcing, an operational project is not that big, but it is increasing. 
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This is the number of orders received in the quarterly results. 

On a quarter basis, we can say that there has been a steady recovery, or perhaps we should say that there has 
been an increase, even with the coronavirus disaster. 
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Dividends. 

We will pay an interim dividend of JPY54 per share as planned at the beginning of the fiscal year. The dividend 
payout ratio is lower because of a slight increase in net income in H1 of this fiscal year, but we originally set 
the dividend payout ratio at 35% in our medium-term plan. This time, we will pay a dividend of JPY54, which 
is the amount we originally planned to pay, not the dividend payout ratio. 

However, we announced that the year-end dividend would be JPY55, and the dividend payout ratio would be 
35% or more, so based on the situation in H2, we will leave the dividend at JPY55, including the current 
earnings forecast. We will review the dividend amount in H2 so that it will reach 35% for the full year, 
depending on the situation. 

Naturally, we are committed to fulfilling our promise of 35%. 
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Let me give you a little summary of the business situation in H1. 

I'm trying to devise a way to describe the segments and the Group as a whole, but I would say that business 
operations, again, are doing well in general, without trouble or anything like that. 

The embedded and control systems are also doing very well in machinery manufacturing, etc., and the 
automobile industry, which was a little weak last year, is starting to show a steady increase in sales. Social 
infrastructure seems to have leveled off. 

In terms of products, our own products, such as moreNOTE and FAM, are small in size, but the new products 
that have just been launched are doing well. As for our own system of CAE systems, we are progressing in fair 
to good shape. 

Securities and distribution companies among the subsidiaries. As for the Mirai system of in-house products, 
there was GIGA and others a bit last year. Last year's WiFi router sales were a bit weak, and last year's sales 
were also a bit negative because of the special demand for WiFi routers. I guess you could say that this area 
has conversely changed to a stable sale, or that last year was very good. 

Other companies' licenses are also doing well, and the same was true for merchandising, PCs, etc. The 
situation became stable, dragged down by GIGA and other companies. 

CAE, this is a negative in the impact of Synopsys, which I mentioned earlier on Cybernet. 
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I think we can express business conditions in this way, saying that BPO and other services were strong this 
time around. 

 

The progress of the mid-term plan has only been in effect for about six months, so I don't have much to say 
about it yet. As initiatives for H1, we are talking about AIS-CRM, DX, AIS-CRM, SD, and 5G2.  

The DX regional strategy was not created in H1 of this fiscal year, but we have been considering it for some 
time, and we are now promoting DX within the Company. One is to properly change this core system and our 
own system in the long term, and in parallel, we are trying to create not only a core system but also a 
digitalized architecture within the Company. 

We are also making steady progress in strengthening our human resources, and we are now moving forward 
with strong recruitment activities in areas where we have not been moving forward quickly enough with the 
coronavirus disaster.  

Also, we have established the Corporate Value Enhancement Committee, which will come up later, to further 
enhance our corporate value. This is what we are doing in conjunction with our mid-term plan. 
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I would like to give you a little light introduction to the DX strategy. 

There are various ways to define DX, such as defensive DX and offensive DX. We define DX as the creation of 
security and communication as a base, followed by simple IT, digital efficiency, sophistication, and business 
enhancement, as well as the creation of new businesses. We define DX as the creation of new businesses in 
four or five phases. 

The other two things I want to talk about are human resource development, building a platform, and keeping 
track of the progress of that, and, below this, rethinking the core system properly, and the work environment. 
We are proceeding with the three pillars of creating new businesses, strengthening existing businesses, and 
utilizing data. 

Naturally, we aim to improve the competitiveness of our customers while implementing our own DX. We are 
a DX-certified company in this frame of mind, and we have also received this certification from the Ministry 
of Economy, Trade, and Industry. 
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I'd like to introduce one example of digital system architecture, or SOR as we often use it these days, and a 
new system of engagement called SOE. The digital system architecture is a conceptual diagram of the 
architecture we are advocating, in which the big environment is a data management infrastructure, 
information utilization infrastructure, AI environment, edge and open data, and usability is improved through 
API management. 

As for the SOR part of the System of Record, which is the business system infrastructure, we have already 
started the next core system that I mentioned earlier, and we are planning to move forward with it in a range 
of three to five years. In addition, we are also creating an information utilization infrastructure that will allow 
us to use data from existing systems. 

With cloud technology, it does not take a great deal of time to buy servers and make the necessary 
arrangements, as it did in the past. 

We are also a multi-cloud vendor, so we are using the multiple clouds available in the world to create this kind 
of information utilization infrastructure, while at the same time, we are using the examples of our success in 
this area to provide our customers along with its own internal operations with an environment that allows 
them to use data quickly, while also creating legacy environments and new environments. 
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ｘ 

Regarding strengthening human resources, this chart shows the figures for new graduates and mid-career 
workers in the Group, but at the time of coronavirus, we kept the figures a little low. 

As expected, the environment was not so favorable that we were able to keep a lid on the market, but even 
so, we have been strengthening our response to the new DX trend after the coronavirus disaster, while 
repeating the increase in revenue and profit. 

This is also used in the DX certification mentioned earlier, and it can be used to promote DX within our 
company and, of course, it can also be used to deploy DX to our customers, but in our definition, business 
architects and technical architects are important, and engineers are also important. The number of technical 
architects is to add DX know-how to current engineers, which is our core business. 1,000 may not seem like a 
large number, but we will increase the number of technical architects, including those in new technologies 
such as AI. 

Technical architects are our core business, so it's an easy environment to foster this kind of thing. We are 
trying to increase the number of people who can promote DX within our company from the business side, 
after having developed a fairly large number of very sophisticated technical personnel. This is a three-year 
initiative, but we are now in a situation where we are making progress. 
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This is part of the DX of the mid-term plan, I talked about DXing, and now, I would like to conclude by talking 
about the Corporate Value Enhancement Committee. 

As a prelude to the Corporate Value Enhancement Committee meeting, I would like to explain the three-year 
medium-term management plan, which is based on our basic policy and the management resources we have 
accumulated over the past 50 years. 

Without making any major changes to the basic policy, the aggressive stance we have taken since our founding, 
or the medium-term policy, we will continue to focus on the themes of the three-year period and the AIS CRM 
plus an additional strengthening of the technical human resources strategy to achieve these figures over the 
next three years. 

We have decided to disclose capital efficiency figures in addition to sales and operating income figures, which 
were previously disclosed mainly, and we will make a presentation on this. 
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This is the 50 years we used then. Since we are on a path of re-growth, we have put out a medium-term plan 
to promote aggressive management here. 
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However, since the announcement of the mid-term plan, we have been in constructive dialogue with many 
of our shareholders, and have received various suggestions and proposals, including one from the previous 
year, and have established a Corporate Value Enhancement Committee to promote further value 
enhancement for our stakeholders. 

The first issue is the policy of the three-year mid-term plan, which includes the Corporate Value Enhancement 
Committee to enhance governance, objectivity, and effectiveness, as well as a review of the asset composition 
and capital allocation, and capital efficiency, which is a capital indicator. Naturally, we are considering whether 
there is a better way to do this. 

The Corporate Value Enhancement Committee is also considering more transparent disclosure and 
communication, and is reexamining business policies, resource allocation, governance, and dialogue with 
stakeholders in order to improve corporate value. 
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As shown in the Annual Securities Report, the Corporate Value Enhancement Committee, consisting of 
members who attended the Board of Directors meetings, was established to work with the Board of Directors 
and the Management Committee or, rather, in between the two. 

There is also a sustainability conference on the executive line in this area. This will naturally be in cooperation 
with this area as well. 
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The committee is composed of working groups under the Corporate Value Enhancement Committee, and the 
committee deliberates on the contents of the discussions held in each working group. 

The first is corporate governance and the examination of issues and improvements in the governance system, 
which is a repeat of what I mentioned earlier. Verification of dialogue methods and non-financial information, 
this area will be coordinated with the Sustainability Council. Not only we examine the nature of information 
disclosure and IR and SR activities, but also, we examine our business strategy, including profitability, and 
long-term direction, which we have just presented in the mid-term plan, but we will also examine our capital 
allocation policy from a longer-term perspective.  

We have also received a variety of opinions about corporate groups, including the listing of subsidiaries, so 
we will reexamine this issue and determine what the future should look like. Similarly, real estate should be 
re-examined from the perspective of the significance of ownership, capital efficiency, etc. We are proceeding 
with the Corporate Value Enhancement Committee from this perspective, which will conduct the necessary 
review. 
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This is a plan or a schedule, and of course, when we explain the financial results for the fiscal year ending 
December 31, 2022, we will give a final report, or rather a report on the activities of the current fiscal year. 
After that, of course, we will still be active in our activities, and I think there will remain issues, etc., so we will 
continue to address those issues as well. 

We are planning to finalize the interim report internally in November, but we will consider how we can explain 
this to you in the future. 

I have presented the above information, including the financial results briefing plus several other topics. That 
is all. 

Moderator: With that, we will conclude our presentation. 

 

 


