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Presentation 

 

Moderator: Thank you very much for waiting. We will start the financial results briefing for the fiscal year 
ended December 2023 of FUJI SOFT INCORPORATED. Thank you for taking time out of your busy schedule to 
join us today. 

First of all, allow me to introduce today’s speakers. Satoyasu Sakashita, President & Representative Director. 

Sakashita: I’m Sakashita. Thank you for your attendance. 

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

Oosako: I am Oosako. Thank you for your attendance. 

Moderator: Mari Morimoto, Director Operating Officer. 

Morimoto: I’m Morimoto. Thank you. 

Moderator: Masashi Umetsu, Director Operating Officer. 

Umetsu: I’m Umetsu. Thank you for your attendance. 

Moderator: With those speakers, let us proceed. 

First, Mr. Umetsu will discuss the financial results, followed by Mr. Sakashita's overview of the medium-term 
management plan. After that, there will be time for a question-and-answer session. Now, Mr. Umetsu, 
please go ahead. 
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Umetsu: Now, let me walk you though the presentation materials for the financial results. We will also be 
presenting our mid-term plan today, so I would like to be brief on my part. 

This is the consolidated financial highlights for FY2023 full year. Net sales were JPY298 billion, with operating 
profit of JPY20.6 billion, ordinary profit of JPY19.6 billion and net profit of JPY11.8 billion. YoY changes are 
107%, 113%, 102%, and 104% respectively. We are one year ahead of the current mid-term plan. Compared 
to the revenue and profit plan of JPY300 billion and JPY20 billion, sales fell slightly short, but we did achieve 
our operating profit target. 

ROIC, ROE, and EBITDA margins are almost in line, but EBITDA margin is slightly negative due to the timing, 
or situation of depreciation of our products. 
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These are the trends in the operating income for the full year. 
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This is the performance highlight for the Q4 alone. YoY changes were 108.8% and 119.2% for net sales and 
operating profit. With both of them growing, we made steady progress in Q4 as well towards profitability 
enhancement. 
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As for the results by group company, FUJI SOFT enjoyed sales and profit growth, with 22.7% increase in 
operating profit, showing a significant improvement. 

CYBERNET SYSTEMS saw increased sales and decreased income, while VINX and CYBER COM achieved 
topline and profit increase. FUJI SOFT SERVICE BUREAU managed to grow sales and profit, despite some 
concern in achieving the full-year target at the time of the interim financial results. 

Other subsidiaries, which I will explain later, had major problems, which resulted in negative earnings for 
the group companies, but overall, FUJI SOFT on a stand-alone basis achieved a significant increase in 
profitability. 
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This is the net sales and profit by segment. YoY changes in the SI business sales were 110% for system 
construction, 105% for embedded software, 114% for operation software. Profitability is improving with YoY 
changes of 112% at segment level and 130% for operation software which is a bit ahead of the segment 
total.  

As for products and services, YoY changes were 103% for the products/services and 96.5% for outsourcing. 
Outsourcing business suffered soaring electricity price and some issues at overseas subsidiary which we 
mentioned several times this year. 
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This is the consolidated income statement. Although the cost to sales ratio has improved, group company 
performance was affected by unprofitable large-scale projects, which resulted in a loss of a little over JPY1 
billion for the full year, as we briefly warned at last briefing. Even with that, profitability is improving. 

For non-operating income, as we announced in November, there were ad hoc non-operating expenses 
related to the TOB. Extraordinary income was positive due to the sale of marketable securities and fixed 
assets. 
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This is the balance sheet. Main factors for change in tangible fixed assets include real estate under 
construction for the company's own use. There were some fluctuations in loans and net assets due to TOB 
of listed subsidiaries. Other changes are due to seasonal factors etc., we believe. 
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Here is the cash flow statement. Operating cash flow was positive at JPY16.1 billion due to topline and profit 
increase. Cash flow from investing and financing activity was JPY9.2 billion and JPY5.4 billion respectively. 
Investing cash flow of JPY9.2 billion was due to the payment of construction costs for the company's own 
office building. Financing cashflow had positive and negative factors such as borrowings for TOB etc., but 
major factor we believe is dividend payment. 
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Orders and order backlogs for the consolidated SI business. YoY changes in SI business were 103% for orders 
and 102.5% for backlogs. Orders for embedded software and operation software were 105% and 106% vs 
last year, and backlogs were 108% and 100% respectively. Operation software had a steady order intake, but 
fell short in backlogs.  Backlog for operation software at the beginning was 127% versus last year, and 106% 
intake during the term. Although there was a reactionary decline from last year, we believe that the main 
reason is the decrease of backlog for large project at group companies. Our view is that the current status is 
not as bad as that. 

Product/services and outsourcing are slightly below 100%. We will do our utmost to recover product and 
services business. 
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Here is our dividend status. Although net profit for the year was slightly negative, we will pay a dividend of 
JPY34.5 as planned. 
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Here is a business condition review by segment throughout the year. Social infrastructure and product sales 
system were a bit weaker than previous year. Mirai Series suffered a reactive decrease from previous year 
which had a large deal for local government. Other segments were assessed as either strong or steady. 
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From this year, we started disclosing the by-segment review for parent-only basis as well. OP margin for 
third-party products was 3.2% for the year, which we are making strategic approach. This is one of our 
strategies and tactics in expanding the system construction business.   

YoY change in non-consolidated operating profit was 122.7%, an improvement. Most of the segments see 
similar trend, and we will continue our effort to further boost the profitability. 
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Here is the status of <AIS-CRM>. We are also promoting our technology strategy steadily, with an 11% YoY 
increase. Due to factors such as projects and 5G, IoT and Mobile has a slight negative trend. However, 
AutoMotive, Robot, Security, AI enjoyed significant gain, or large growth. We will drive our technical 
capabilities in these areas.         
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The per capita operating profit for this fiscal year was JPY1.56 million, an increase of JPY230,000 from last 
year. Please note that the figures are slightly different from the past, as we have reviewed the numbers for 
employees on leave of absence or on statutory leave, and adjusted the numbers accordingly. 
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This is the full-year forecast for the fiscal year ending December 2024. We are ahead of the plan by one year, 
with steady performance. For FY2024, we will downsize the facility business with real estate liquidation, 
which will be explained later with mid-term plan. We will also make aggressive investments in new business 
areas to drive group synergies. Forecast for sales is JPY315 billion, operating profit is JPY22 billion, with YoY 
changes of 105% and 106% respectively. OP margin is expected at 7%. 

The figures take into account A-rated properties as described here, but not incorporating B-rated properties 
as they are a bit large in value and with some uncertainties. Please understand that we did this to avoid 
confusion.   
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Here is the dividend plan for the year. Until FY2023, figures were before the split. For FY2024, it will be 
JPY84 after the stock split, equivalent with JPY168 before the split. Payout ratio is expected to be 25.2%. As 
shown in footnote one, if we exclude the proceeds from real estate disposal, the ratio would be 35%.   We 
are planning to pay a dividend of JPY84 per share. Details will be presented in the medium-term 
management plan overview. 

That’s all from me. 

Let me hand it over to President Sakashita who will be presenting the mid-term management plan. 
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Sakashita: I will now present our new plan with the title of Mid-term Management Plan 2028. This as a five-
year plan. 

First of all, as explained earlier, the three-year mid-term plan from 2022 to 2024 is almost achieved in two 
years. By looking back, the three-year plan was released in 2022 at the time of financial results briefing. 
After that, we established the corporate value enhancement committee and held an extraordinary general 
shareholders meeting, as some of you might remember. Under the new management structure, we have 
developed our vision, followed by the TOB to turn some entities to wholly owned subsidiaries. These are our 
evolutions to date. 

This is our vision at a glance, to become a leading provider of IT x OT system/software and services, 
contribute for our customers and broader society, while aiming at achieving the net sales of JPY1 trillion. We 
will leverage this five-year plan as a bridge between the mid-term plan that is completed in FY2023 and the 
vision, with the aim of laying the foundation for steady growth, innovation, and another leap toward the 
future.  
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First, let me reflect the past 10 years, even though some of it is a bit repetitive. 

We have been strengthening our business foundation to become a leading company in the industry. In 10 
years, sales doubled, and we succeeded in reaching the JPY300 billion level of sales, which is the benchmark 
for a second-tier Sler, according to some magazine. I believe that we have made progress in enhancing our 
corporate strength, and have also developed the customer base and human resource development cycle 
necessary for further growth. 

On the other hand, the company has not yet done enough to improve the value it generates and challenge 
remains in profitability improvement. In the future, we will further evolve management resources we have 
accumulated and promote business innovations that take advantage of them. 

Looking back at our history, around 2013, our performance recovered from the effect of Lehman Shock and 
turned back to topline/profit growth trajectory. From about 2015, we started strengthening our human 
resource capabilities to meet the recovery in demand for ICT. Perhaps we were the first in the industry in 
terms of enhancing the staffing. While it was a difficult three years, we were able to train large new hires. 
After a couple of years, this resulted in virtuous cycle. We had a solid path in 2017 and 2018 to drive growth. 
Although OP margin is still low, I believe that we have accumulated our track record of growth and earnings.  
Upfront investment in people have borne fruit. 

AI has become a buzz, but since that time, we have focused on AI and strengthened our AIS-CRM strategy, 
as mentioned earlier. 

The pandemic dampened the market demand, but we were able to firmly maintain upward trend of 
topline/profit by capturing new demand such as remote work to make up for the diminished demand. For 
the past two years, we have established a corporate value enhancement committee and created a medium-
term management plan to drive profitability as well as growth. Since it was amid the pandemic, there were 
issues regarding the environment and how things would turn out, but we were determined to boost 
profitability. I believe we have spent the past two years implementing measures to drive both growth and 
profitability. 
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As you can see on the right side of the page, we need to expand our customer base and strengthen our sales 
capabilities in order to achieve solid growth. To this end, we are not only looking at consignment 
development, but also working with strategic partners, including Microsoft and Amazon to find new 
advanced products and develop customers together with strategic partners. We call it an alliance with 
strategic partners. 

We will also continue to work on various projects for the customers we have developed and enhance the 
relationship, while strengthening our human resource base through those alliances with strategic partners 
and R&D, in addition to customer engagement. At the same time, we will further strengthen our customer 
base as we engage in projects. Naturally, we will increase new hires and strengthen our business partners to 
accumulate the expertise by responding to projects and offering knowledge. We were able to codify their 
knowledge and develop a mechanism to share them across the organization. 

From here, we will build a new business model by strengthening to cloud services and collaborating with 
customers based on the solid customer base. I believe that the past 10 years have been a period in which we 
have been able to firmly establish such a foundation. 
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In this context, the number of large customers is presented as a ratio. Compared to 2014, it is more than 
three times. As for the prime contractor ratio, we had served mostly as subcontractor 20 years ago, but 
through the transformation, the ratio has improved drastically in the last 10 years, close to 100%.  

 

In terms of human resources, number of project managers has quadrupled over the past 10 years. The 
number of specialists has grown so much now that it has tripled. AIS-CRM personnel have doubled in the 
last six years in areas that require special technology. In this way, we have established a solid talent base. 
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As mentioned earlier, we were able to achieve most of the figures in the two years of the current medium-
term plan, with a CAGR of 7.7% for consolidated sales and 8.5% for parent basis. 

CAGR of operating profit is a bit higher than consolidated sales growth. In the last two years, OP grew by 
more than 10% in average. For non-consolidated basis, we see double-digit growth in two consecutive years 
thanks to our focus on profit enhancement. 
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I will briefly summarize a few of the actions implemented by the corporate value enhancement committee. 
A governance committee has been formed to study various issues. The majority of committee itself consists 
of outside directors, including the chairperson. Nominating, compensation and ethics committee was newly 
formed for segregation of function, with majority represented by outside director as well. BoD meeting 
agenda is also being reviewed.  

The business review working group has focused particularly on profitability improvement, setting the target 
for the most important KPI - operating profit per capita - which is the basis for the mid-term plan. The 
corporate group review WG discusses many issues, but since the end of last year they have been driving the 
conversion of four listed subsidiaries into wholly owned subsidiaries. Real estate review WG is undergoing a 
phased liquidation program with four levels of liquidation priorities. The medium-term plan has been 
developed in conjunction with the activities of these working groups under the corporate value 
enhancement committee. 
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As part of these processes, a special committee has been formed within the Company, as announced in 
January 12, 2024 on the status of the corporate value enhancement. Probability of success was scrutinized 
by the special committee as well. When we formulated the medium-term management plan, a major global 
consulting firm was invited by the special committee to lead the review meeting etc., and probability 
assessment is done by the committee with the support of this consulting firm. In conjunction with the 
corporate value enhancement committee, we prepared a medium-term plan and reported it to the Board of 
Directors. The special committee submitted a written opinion indicating their confidence, which was then 
approved by the Board of Directors.  

This major consulting firm has held a total of almost 20 review meetings to facilitate a very granular level 
consideration. 
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The new medium-term management plan calls for the next five yeas as the period of innovation and 
advancement. In order to establish a firm position in the ICT industry, we have developed our business and 
management plan with an emphasis on topline growth while being conscious of profit growth. Now that we 
have created a vision, we intend to shift the gear towards strengthening profitability while growing sales. 
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This is a bit of abusy slide, with some repetition. Until 2021, and for the last two years, we have focused to 
gain shares in the expanding market, while ensuring necessary capabilities, structures and cycle. These 
started to work, and profitability has steadily improved.  With the continued growth and earnings 
enhancement in last two years, we achieved a non-consolidated CAGR of 20% in operating profit. We also 
extended our presence in new domains.  

As we seek to become a leading company in the IT x OT fields, we will pursue continued growth that exceeds 
the market while strengthening profitability over the next five years. These are the two wheels that drives 
our performance. We will ensure that we continue this momentum. We will improve various management 
metrics through profitability enhancement. We will also promote group synergies, including subsidiaries 
that have gone private. Shareholder returns remains to be one of our focus. We will further refine important 
capabilities including the foundations of customer base, human resources and strategic partners, as well as 
the ones to develop customers/people and for project handling. 

Here is a breakdown of issues and actions. In embedded/control software, we are already at the top of the 
software industry with rich customer base and expertise accumulated by robust team of engineers. On the 
other hand, there is an issue of the style of work, which tends to be customer-driven in terms of 
embedded/control product development, as well as product-specific processes and development method. 
There is a lack of standardization. Meantime, we are at the tipping point with software-driven approach, and 
we need to change the style of work and development.  

As an industry leader, we have to be recognized from customers as an important partner, and aim to be a 
front-runner in development methodology etc. We also intend to maximize our value over the next five 
years and grow to be recognized as a key partner by many of our customers. We will further sophisticate the 
level of partnership. To this end, we will increase the number of work styles and arrangements in which we 
can take initiative. There are many development methodologies out there, such as AI-based one, LLM, etc. 
We will be ahead of the curve by developing a system to lead this effort, including the implementation of 
new methods such as service design. This is how we plan to spend the next five years as we move into the 
future. 
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For the past 10 years, we have been strengthening our capabilities as prime contractor in the operation 
software and solutions fields. We have acquired a wide range of customers while ensuring our capabilities 
as prime contractor, with solid track record. Our strength in AIS-CRM is also getting more robust. However, 
there are still weaknesses in terms of the depth and experience of the human resource base and the 
strengthening of relationships with customers. Meanwhile, as projects become more sophisticated, such as 
cloud ERP and new AI development, new forms of trouble are emerging, adding pressure to earnings. We 
need to deal with these things as well. 

We want to be recognized as a leading SIer in the operation software field as well, gaining more trust from 
our customers. On top of the traditional development methods, there will be new approach such as SI 
methods, AI-based development, cloud-native development. As a leading SIer, we will take advantage of 
these emerging areas. 

To achieve this in the next five years, we will further accelerate the virtuous cycle by developing and 
deploying solutions for customers, enhance the relationship, promoting R&D while proceeding with projects 
and developing talent.    We will expedite human resource development and increase the number of work 
styles and arrangements with customers that allow us to take the lead, as mentioned. We will be focusing 
on reviewing the project management methods which is becoming complex due to the technological 
advancement.  This will enable us to win the position as leading SIer. 

We have also been expanding into new fields, which we call cross-domain areas where we can combine our 
competitiveness in embedded/control and operation software, which is currently growing as part of digital 
transformation. Past two years was a preparation phase for this endeavor.  During the next five years, we 
will combine the legacy customer base and technology expertise, with a particular focus on IT x OT field so 
that we can develop new business in addition to contract development. We also develop cloud services. In 
the next five years, we want to develop new business areas with speed, through flexible approach including 
capital policy,  

We intend to promote and enhance sustainable and value-added services by adding software/solutions in IT 
x OT field.  

Regarding the group companies, we have been driving synergies as well as leveraging their unique 
advantage, but due to various challenges, we have been making our listed subsidiaries wholly owned 
subsidiaries since last year. It includes synergies through dynamic utilization of people, technology, and 
expertise, and cross-domain synergies. We will ensure we maximize group synergies in the next five years. 

We intend to optimize the group as a whole, and to realize the structure to flexibly allocate management 
resources through the growth of each company and leverage their unique capabilities. Next five years will 
set the important milestone towards achieving our vision. 
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Here is a summary of the plan, with consolidated sales and profit outlook. This is the growth trajectory we 
envision. Our plan for sales and operating profit are JPY435 billion and JPY45 billion, CAGR of 7.8% and 
16.8% respectively. Topline growth is in line with historical trend, but we will accelerate OP growth.  
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The biggest driver is the non-consolidated performance, with CAGR of net sales expected to be a bit 
conservative at 8%. However, we aim to be a bit more ambitious for operating profit with CAGR of 
18.6%compared to the historical 14.8%. As mentioned earlier, CAGR has been a above 20% for the past two 
years, so I think the numbers are achievable. 

A few additional notes on operating profit. This is the balance of organic growth vs new business 
investments. We invest a bit above JPY10 billion in five-year period to develop new business fields. These 
investments will eventually transition to SG&A. Of course, sales will be posted during the period but we 
incur upfront investment, which negatively affect sales and OP margin. However, considering the five-year 
period after that, it is necessary to make those investments while pursuing growth. This is what we try to 
express in this chart. 

On non-consolidated basis, we are actually aiming for an operating profit of JPY35 billion in five years, but at 
FY2028, it will be around JPY33.1 billion if you subtract the invested amount which is close to JPY2 billion for 
new businesses.  

We had explained that we were aiming for JPY3 million in operating profit per capita in last August. 
Although we expect to achieve that in five years through organic growth, because of the new business 
investments we make, it will fall short of that. This is our current forecast.  
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Here is the plan for group companies, Forecasts are based on the combined total of subsidiaries. CAGR of 
7.9% and 13.7% for sales and OP. These include group synergies, so contribution from their business with 
parent company is also posted here. 

Net sales CAGR is a bit less than 8%. In the past few years, there were some poorly performing subsidiaries. 
CYBERNET and IDEA suffered negative growth in the past two years, which looks like abnormal level. 
Considering the steady trend before that, sales can grow well enough. Operating profit is planned to be 
more conservative. 

We still believe steeper upward curve considering group synergies, but it is uncertain just after the delisting, 
and we have to discuss lots of matters. Therefore, our forecast is a bit subdued in this plan. 
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The results for FY2024 were just presented, so please take a look. There is an impact of real estate, which 
was also explained before. Due to this, it is a bit unclear to measure the underlying performance for 2024 
through 2025. Although we indicate ROE of 15.9% in 2024, there is a capital gain from property sale, so 
realistically it will be around 12.3%. 

Cash flow per share is also down significantly, because taxes on the sale of real estate and operating cash 
flow are negatively affected. Therefore, on a snapshot basis, it appears negative. Our targeted cash flow per 
share is JPY600 or more, with an ROE of 20%. Above 20% of ROE, is what we intend to achieve. 
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These are the specific initiatives for profitability growth and capital efficiency. First, we will boost 
profitability of existing businesses by turning around businesses that fail to drive profitability or added-value, 
and businesses that fail to contribute to group-wide services or new services. We will continue the growth 
cycle that we have accumulated, which we call organic growth, and improve ROE, EPS, cash flow per share. I 
will talk about this later. 

We will also take on the challenge of creating new businesses that will contribute to sustainable growth and 
enhanced profitability through synergies, including the group-wide synergies and enhancement of group 
companies. This includes the cross-domain field by combing our three key business. In terms of capital 
efficiency, the issues include real estate liquidation and capital allocation of how to use the cash generated. I 
will elaborate on them later. 
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This is the overview of enhancement of existing businesses, which we disclosed last August. We intend to 
increase gross profit, value proposition to customers and increase the number of business partners, while 
improving productivity.    In order to optimize SG&A expenses, it is important to improve the value we 
provide, and we will promote cross-business customer engagement, technological enhancement, one-stop 
services from upstream to downstream, and basic business activities to drive the unit price and accelerate 
the shift to performance-based fee system, which means expanding the turn-key contracts. We will promote 
these initiatives simultaneously to boost profitability.  
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One of them is cross-business customer engagement, which we are also strongly promoting since around 
2022. We established cross-functional organization and monitoring mechanism to quantify and review the 
target and progress. While we have issues in enhancing the cross-business customer engagement in 
consigned development, we see favorable cycle. We will offer an integrated value as one team under FUJI 
SOFT. This year, the group companies will also come onboard to promote it more vigorously, under a new 
framework. 
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We, as an IT company, must support our customers' digital transformation but we also need to refine 
ourselves. To this end, we are revamping our core system to build a digital platform. We will keep track of 
the progress and drive the effort by nurturing the specialists on DX initiatives. We can also better utilize the 
data to drive our own DX journey, as well as leveraging LLM to sophisticate our development process, which 
we call an AI-based development. It is definitely necessary to transform the existing process by applying AI. 
This naturally includes productivity improvement and testing automation. 

In this context, we will create new value while supporting the creation of new businesses for our customers. 
I believe it is very important for our company to combine our own DX while supporting our customers’ DX 
journey. 
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Here is how we manage our organization to improve profitability. Since we have a variety of sites with wide-
ranging customers. There is no single model that covers everything. When we get work from customers, we 
optimize prices, including contract arrangements, utilize our business partners, improve productivity, and 
shift to a service-oriented model. We need to shift from time & material contract to lumpsum contract, off-
site work instead of on-site assignment. We also need to accumulate expertise, develop relationship with 
customers, and expand our presence in value-added technologies. 

Here is a plot chart of per capita operating profit, based on the pattern of business units with above JPY3 
million. This does not fully account for some headquarter expenses, so the threshold should be a bit higher. 
There are about 60 business units that exceed or close to hit the JPY3 million level. This group, group A, 
represent about 1/3 of total. They have a potential to reach higher level like JPY5 million or even JPY7 
million by further sophisticating their business. 

Group B is the business units likely to achieve that in three years. We are identifying various measures for 
them to hit JPY3 million or JPY4 million in earliest possible manner. 

Group C is where it takes about five years for them to achieve the threshold. They need to to quickly catch 
up with B or A group, and this is where we have to examine if the current business is viable or find an 
alternative way.  

D is an outlier group. However, their OP may be dragged due to some troubles, not attributable to 
underlying performance. In that case they can recover once they fix the trouble through appropriate 
measures. If their business is not viable, we need a drastic review. By classifying our business units with 
different colors, we started our transformation, to learn from the well-performing business units which 
account for about 1/3.  



 
 

 

Support 
Japan 050.5212.7790 North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support  support@scriptsasia.com 
37 

 

 

This is the direction as a whole group, which is similar to the statement we disclosed in November. The key 
is the technological advancement, to transform our technologies. The world is changing dramatically with AI. 
Our business will change as well. We should dynamically accumulate, advance, and evolve such technologies 
within the group as a whole, instead of entity-by-entity approach which lacks efficiency. 

Customers are also changing. It varies from customer to customer. The purpose of delisting some 
subsidiaries is to share expertise in customer engagement and collaborations within the group, and to firmly 
establish dynamic management that enables each company to respond to customers in cooperation with 
each other. 
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This is also what we presented in November. We believe that the combination of group companies and the 
parent company can create very powerful and high-value-added services, which we will implement and 
promote starting this fiscal year. 
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Here is an overview of what we call new business, or digital transformation area. There are many themes 
where we can leverage our IT x OT expertise mainly accumulated in the technical field, customer 
relationship, alliance, talent, and partners.  We are thinking about R&D investment, cloud investment, or a 
capital tie-up with some companies in these areas. In addition to consigned projects, we hope to co-work, 
co-create, and co-prosper with customers and business partners. Through those collaborations, we could 
add new values in our consignment business, or jointly develop new services with them.  This is how we will 
identify new themes, and drive projects. 
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In order to promote this, the new function, NEXT Business Department, was established this year. Each 
theme is discussed at each LOB, special organization, PT, or study group. The new department will support 
them while cooperating with existing business units to drive new business planning. 

We have also started an in-house incubation system as a catalyst to solicit new business idea from our 
people, which may be a common practice. Through these, we take strong initiative to develop new 
businesses. 
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This is an overview of new businesses that I mentioned, such as smart factories, smart logistics assistance, 
robot SI, local 5G, LLM, work style reform, operation and maintenance, digital education, nursing care. In 
the past two years, we launched a special PT and started discussions among existing business units. From 
this year, we are ready to move to the next phase where we make investment in specific business. 

 

 

 



 
 

 

Support 
Japan 050.5212.7790 North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support  support@scriptsasia.com 
42 

 

 

Here is our capital allocation policy. Our basic idea is to allocate investments for growth and shareholder 
returns in a flexible manner, while judging investment opportunities as they arise. Shareholder return and 
capital efficiency will remain our important agenda. Naturally, we aim to maintain financial stability. Cash 
inflows will be more than JPY220 billion in five years, with operating cash flow and cash flow in liquidation of 
real estate, although I can’t promise at this point since property valuation is not finalized. We estimate 
above JPY220 billion anyway.   In addition, considering external facility such as borrowings, it is possible to 
assume more than JPY150 billion funding. 

In this context, we will use cash on hand and borrowings for growth investment, and will be ambitious and 
open to strategic alliances and M&A’s, while considering subsidiary management policy, human resources 
investment, and R&D, in addition to develop new business areas and manage existing business operations. 

We will be flexible in raising funds, including borrowing when investment opportunities arise. We spent 
about JPY41 billion for delisting some subsidiaries, and continue to allocate fund for this kind of growth 
investment.  At the same time, we will actively return profits to shareholders, buying back JPY100 billion or 
more of our own shares over the next five years. The timing of share buybacks will be flexibly determined in 
that they will be implemented as needed in conjunction with the liquidation of real estate. 

Dividend payout ratio will be 35%. This would be about JPY40 billion based on the above assumptions for 
the five-year period. The source of dividends will be based on the normalized earnings capabilities excluding 
the extraordinary income/loss from real estate liquidation, and dividend amount will be determined for 
each year accordingly. These are our capital allocation policy. 
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This page shows the status of real estate liquidation. We have classified the progress with A, B, C, and D. We 
are not that experienced in real estate transactions, so we are now proceeding with A-rated properties 
while we learn various lessons. Fukuoka and Atsugi 2 will be delivered at the end of February, with some 
others almost closing. The next step is to start the same process for B-rated properties. 
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Here is our human capital strategy, which somewhat overlaps with what I have said. I will briefly explain. As 
our HR policy, we believe in the potential of people regardless of their background. We promote diverse 
work styles for all employees including mid-career hires, regardless of their educational background, work 
experience, gender, or country, with the idea of fully utilizing and developing human resources within the 
company. We have wide ranging programs, environment, learning opportunities and community. 

Furthermore, we have an HR system that fits different domains of specialties, which we will actively utilize. 
We still need to refine HR system to attract new talent, so we are also considering how we can do that. 
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Here is a trend of our recruitment, with new graduates and mid-career. We have been very aggressive in 
hiring. We were a little restrained during the pandemic, but we will continue to replenish about 10% of the 
total workforce including new graduates every year from 2024, although there may be fluctuations in terms 
of mid-career recruitment.  
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This is the framework to ensure mid-term plan execution, with individual themes such as per capita 
operating profit and synergies. With cross-functional study groups and projects, we will monitor their 
progress from a big picture perspective. Of course, we already have those forums to follow up on the 
business progress per each year. We will separately monitor the progress of mid-term management plan to 
ensure smooth flow of management metrics, while cooperating with the Board of Directors and corporate 
value enhancement committee. This is how we are committed to execute the mid-term plan.  

We also intend to set the incentive system for five-year plan, which is subject for an approval at an 
upcoming AGM. When we achieve the plan, we hope to pay a reward based on the level of achievement. 

I forgot to mention one thing. As part of capital allocation, we aim at JPY600 or more for per capita 
operating cash flow and double-digit ROE. Just to remind you.  

In the appendix is our track record of dialogues with investors at capital market. Please take a look.  

This five-year plan is different from our previous ones, with stretching targets. It is true that up to now, we 
have focused on growth, aiming to accumulate customer base, human resources, expertise to survive in the 
industry with certain level of position and credibility to exert our capabilities.  It is not that we have attained 
the desired scale after hitting JPY300 billion revenue, but from what market participants expects, we need 
to focus more on profitability improvement. With deliberations at the Board of Directors and corporate 
value enhancement committee, we decided to put a big emphasis on earnings improvement. 

During the past two years, as we have increased our focus on profitability on a parent basis, we achieved a 
CAGR of 20%. This will set the tone for the next five years. The delisting of subsidiaries is also as part of this 
effort. The new plan takes a bit longer timeframe with five years, but it includes transformation aspect in 
addition to what we have done. We are committed to turn our company to the one with growth and 
profitability.  

We appreciate your continued support and expectation on us. Thank you very much for your attention. 
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Moderator: This concludes our briefing part of the session. 
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS 
Asia believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript 
does not purport to be a complete or error-free statement or summary of the available data. Accordingly, 
SCRIPTS Asia does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of 
the information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, 
companies may make projections or other forward-looking statements regarding a variety of matters. Such 
forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual 
results may differ materially from those stated in any forward-looking statement based on a number of 
important factors and risks, which are more specifically identified in the applicable company’s most recent 
public securities filings. Although the companies may indicate and believe that the assumptions underlying 
the forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate 
or incorrect and, therefore, there can be no assurance that the anticipated outcome described in any 
forward-looking statements will be realized. 
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RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY 
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 
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reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
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