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Presentation 

 

Moderator: Thank you very much for your patience, We will now hold the Financial Results Briefing for Q1 of 
the Fiscal Year Ending March 2023 for TIS Inc. 

Masakazu Kawamura, Executive Officer, Division Manager of Corporate Planning SBU, and Takahiro Kimura, 
Department Manager of Corporate Management Dept., are attending today's conference call. Kawamura will 
first give a 10-minute presentation, followed by a Q&A session. Kimura will join the Q&A session, and the two 
of us will be available to answer questions. The entire meeting is scheduled to last 30 minutes. 

The explanatory materials are available on the website of TIS Inc. for your reference. 

Now, we will start with the presentation. 

Kawamura: This is Kawamura from TIS. Thank you. I will now explain the details of the Group's Q1 financial 
results, which were announced at 3:00 PM today, using the financial results presentation materials. 

 

Please see page two. 

The highlights of this Q1 financial results are the YoY increase in sales and profit. Operating profit margin 
reached the 10% level for the first time in Q1, driven by an increase in gross profit margin. Despite the impact 
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of the exclusion from consolidation and a reactionary decline, orders received were firm and at a high level 
on an actual basis. Based on the above three points, we can say that the fiscal year ending March 2023 is off 
to a good start. 

 

Now, please take a look at page five, a summary of results for Q1 of the fiscal year ending March 2023. 

The business environment remained favorable, resulting in a strong performance. Net sales increased JPY4.5 
billion YoY to JPY118.0 billion. We believe that we were successful in accurately responding to IT investment 
needs, such as customers' demand for digital transformation. 

Operating profit increased JPY2.2 billion YoY to JPY12.5 billion, and the operating profit margin rose from 9% 
to 10.6%. This is the first time that the rate has exceeded 10% in Q1. Net profit attributable to owners of the 
parent increased by JPY1.7 billion YoY to JPY8.7 billion, backed by an increase in operating profit. 
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Page six shows changes in operating profit by factor. 

The increase in gross profit due to higher sales and improved profitability offset the increase in SG&A expenses, 
resulting in a strong profit margin of over 20%. The gross profit margin increased 2.1 percentage points YoY 
to 26.5% due to the provision of high value-added businesses, and the promotion of productivity 
improvement measures, which absorbed aggressive upfront investments for future growth, including 
compensation improvements, and led to a 1.6 percentage point increase in the operating profit margin. 

Loss from unprofitable projects in Q1 was JPY0.1 billion, which was firmly under control. 
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Please refer to page seven. Sales by client sector. 

We believe that the overall performance was strong, as many industries improved their performance. Credit 
card and service drove overall growth, especially for core customers. 

The deconsolidation effect from the sale of subsidiaries during the previous fiscal year occurred mainly in 
Assembly-based manufacturing and Processing-based manufacturing. If this is taken into account, Assenbly-
based manufacturing also increased YoY, so it can be said to have been robust. 
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Page eight shows the situation by major segment. 

The offering services segment posted higher revenues and profits due to improved profitability from a buildup 
of infrastructure-related projects, in addition to capturing demand for IT investments in settlement and other 
services in line with the progress of digitization. 

BPM remained stable, with both sales and profits increasing, reflecting growing corporate outsourcing needs. 

In financial IT, both sales and profit increased due to the expansion of IT investment by credit card-related 
core customers. 

Industrial IT reported higher revenues and earnings on the back of increased IT investment, particularly by 
manufacturing and energy-rooted customers, as well as improved profitability due to the promotion of 
productivity improvement measures and other factors. 

The decline in revenue in the regional IT solutions segment is due to the approximately JPY2.0 billion effect of 
deconsolidation and is solid on an actual basis. 

Operating profit increased mainly due to the promotion of productivity improvement measures. 
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In addition, sales by business segment are listed on page nine. 

Although these are sales to external customers, I hope you will find them useful in reference to what I have 
just said. 
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Beginning on page 10 is an explanation of the status of orders. First, page 10 shows the overall order situation, 
including operations. 

The status of software development orders, which are largely reflected in the overall order situation, is 
explained on the next page. 

Orders received were JPY88.2 billion, down 0.9% YoY, but this was due to the exclusion of the regional IT 
solutions business from consolidation, which had a negative impact of approximately JPY2 billion, and a 
decrease in orders received in the industrial IT business in reaction to the large volume of orders received in 
Q1 of the previous fiscal year. We believe that the actual sales were firm and at a high level on a prevailing 
basis. 

The order backlog was similarly high, building up to JPY132.8 billion, up 7.6% YoY. 
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Page 11 shows the status of orders received for software development. 

Although orders received were slightly lower YoY, the Company evaluates that it was able to achieve a high 
level of orders, comparable to the record-high Q1 of the previous year, through an increase in financial IT  
orders, despite a reactionary decline in industrial IT orders and the exclusion of regional IT solutions from the 
consolidation. BPM was also lower YoY, but this was due to a wave of orders. 
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Next, I would like to explain our forecast for the full year ending March 2023. 

Page 13 shows the full-year forecast for the fiscal year ending March 31, 2023. 

As we mentioned at the beginning of this report, Q1 results can be considered a strong start, but given the 
still uncertain outlook for the external environment, we have not changed our outlook for the fiscal year 
ending March 31, 2023, at this time. 

Net sales are projected to increase by 3.6% YoY to JPY500 billion, operating profit by 4.1% to JPY57 billion, 
and net profit attributable to owners of the parent is projected to decrease by 5% to JPY37.5 billion. 

We will continue to acquire projects and accumulate orders on the premise of both aggressive investment in 
growth and improvement in profitability to further ensure the achievement of the initial plan. 

This is the end of my presentation. 

Moderator: Thank you.  
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Question & Answer 

 

Moderator [M]: I will now take your questions. 

When it is your turn to ask a question and the moderator calls your name, please ask your question after your 
company name and name. Please note that only two questions can be asked per person at a time. 

Okay, first, Mr. Ueno of Daiwa Securities, please ask a question. 

Ueno [Q]: Yes, I know it's a bit big, but the first big one is on page eight, the operating profit margin. There is 
a breakdown by segment of the improvement in operating margin, and although the rough explanation is in 
writing, there is quite a bit of variation in each segment. Two points in offerings.  

On the other hand, financial IT is almost unchanged, especially since the amount of increase in value is very 
large in industrial IT, improving by 3.1 percentage points.  

And lastly, I think the regional IT solutions may be excluded from consolidation, but I see that operating profit 
is increasing while revenue is decreasing. 

If it is productivity improvement, for example, has there been an improvement in unit price, or an increase in 
per capita sales or you are selective in receiving orders from customers? Please explain in more detail and tell 
me if this trend will continue in Q2 and beyond. Here is the first one. Thank you. 

Company Representative [A]: Thank you. Now, let me explain. First, in offering services, there are two major 
factors. One is that we continued to perform well in the settlement, which is one of our strengths, and this is 
firmly linked to earnings. 

Another point is that the infrastructure business, which had been struggling a bit in recent years, has been 
generating solid orders since the end of the previous fiscal year and has become profitable in Q1 as well, 
indicating that the business has recovered from a slight profitability issue. This combination has resulted in 
very strong growth for the offering services. 

Ueno [M]: I see. 

Company Representative [A]: Next, industrial IT. As for this one, the revenue has been solidly generated along 
with sales. In particular, we have accumulated a solid number of projects, mainly from our core customers in 
the manufacturing and energy industries, and we believe that these projects are now generating solid 
revenues. 

We have also said that unprofitable projects have been curbed. The amount of unprofitable projects in the 
previous fiscal year was about JPY300 million, and about 100 million in the current fiscal year, so we believe 
that the improvement in profitability of about JPY200 million can also be included in the positive effect. 

Lastly, in the area of regional IT solutions, as you have indicated, we believe that the organic growth was very 
strong, due to the sale of the subsidiary at the end of the last fiscal year. 

The utilization rate was very good, especially in this segment, because we were able to accumulate a wide 
range of businesses, focusing on the banking, government, and medical sectors. 
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In addition, the mix of sales and other activities has also improved, and we believe that together with the 
results of our profit improvement enhancement activities, profitability has come out very strongly. 

As I mentioned, rather than special events occurring in each segment in Q1, we believe that the improvement 
activities we have been steadily carrying out are bearing fruit, and we intend to continue to make solid 
improvements in earnings. 

That’s all from me. 

Ueno [Q]: I see. So, about the current level is the new normal for the future, I understood. The full-year plan 
calls for an increase in SG&A expenses of JPY3.9 billion, but in Q1 the increase was about JPY1.35 billion, so I 
wonder if this is an advance in the digestion process. Is this digestion, or ahead of schedule, or is it possible 
that SG&A expenses will continue to expand at this pace for the full year since order sales are also strong? 
Please let me know if there will be an increase in SG&A expenses for the full year. That’s all from me. 

Company Representative [A]: Regarding SG&A expenses, they were JPY1.35 billion in Q1 of this fiscal year. 
We believe that the results are slightly higher than originally planned. Naturally, sales activities were very 
strong in Q1, and we were able to fully absorb expenses. In addition, we are strengthening our governance, 
promoting global business, and investing in human resources at our headquarters. I think this SG&A expense 
shows that we are using such policy costs well. 

The biggest factor is an improvement in compensation. We explained at the beginning of the fiscal year that 
the improvement of compensation will affect the cost of goods sold and SG&A. As you can see from Q1, this 
trend will continue in Q2 and beyond. We are closely monitoring the cost control and effectiveness of the 
measures. We will continue to control SG&A expenses while keeping a close eye on sales and revenue growth. 

That’s all from me. 

Ueno [Q]: I'm sorry, is it restrained against the planned 3.9 billion, or if the sales gross margin base is growing 
very strongly, is there a pattern of increasing it above 3.9 billion, for example, based on future projections? 
You just used the word control, but how about looking at the actual amount, for these JPY3.9 billion? 

Company Representative [A]: Yes, First, we will use the JPY3.9 billion well and make upfront investments, 
and we will make sure that the portion that exceeds the plan will be closely monitored taking into account 
our business performance. We would like to make a solid up-front investment and also improve profitability. 
The concept of turning this cycle around remains unchanged. 

Ueno [M]: If things are going pretty well up to the gross profit stage, that means there may be human resource 
measures, etc. up front to save money for the next fiscal year. Thank you. Those were my two questions. 

Moderator [M]: Thank you very much. We will move on to the next question. Mr. Tanaka of Mitsubishi UFJ 
Morgan Stanley Securities, please. 

Hideaki Tanaka [Q]: I am Tanaka from Mitsubishi UFJ Morgan Stanley Securities. Thank you. I have two 
questions. As for the first point, it is on page 11 of the document. In the area of software orders, there was a 
negative JPY2.4 billion in industrial IT. JPY2 billion was due to the sale of subsidiaries, and there is a decrease 
of JPY400 million other than this.  

First of all, how much was the impact of the large-scale projects? And secondly, I think there was the impact 
of the central system in Q2. Please give us an outlook of orders, excluding these factors. Also, if there is 
anything else that might change the landscape a bit in other areas, please supplement the status of the orders. 
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Company Representative [A]: Regarding the disclosed orders for industrial IT, excluding the sale of the central 
system, it is organic and positive, sorry, you said that the decrease in industrial IT is significant, but excluding 
the sale of the central system this time, industrial IT is JPY1.8 billion, which is positive. Without the current 
reaction from the central system, orders would have turned positive, so we believe that on an actual basis, 
orders have remained firm. 

Hideaki Tanaka [Q]: I'm sorry, it's simple, industrial IT is minus JPY2,427 million compared to the same period 
last year. JPY2 billion of that is the amount excluded from the central system, so you are down JPY400 million 
in simple arithmetic. So, since you are explaining that this is the impact of the large-scale projects, how much 
impact did the large-scale projects have, first of all? 

Company Representative [A]: Sorry, I made a mistake. To rephrase, there was a decrease in industrial IT 
orders, but there was a large project in the previous fiscal year, and excluding this, I believe the impact was 
enough to turn positive on an actual basis. I'm sorry, the sale of the subsidiary was about regional IT solutions. 
I correct my answer like this. 

Hideaki Tanaka [Q]: Yes, yes. Sorry, I must have misunderstood too. I guess that's why industrial IT had this 
2.5 billion or so impact. 

Company Representative [A]: Yes, The impact was so great that it turned negative into a positive one. 
However, there is also the issue of how orders are received, so we are determined to steadily accumulate 
projects in Q2. 

Hideaki Tanaka [Q]: I understand. Thank you. On the second point, please update us on the progress of the 
first user of CreditSaaS, and also on the status of negotiations with the second user and other customers. 
That’s all from me. 

Company Representative [A]: First of all, as I have already mentioned, we will launch our CreditSaaS in H1 of 
this fiscal year, and it is currently progressing smoothly as planned. 

As a matter of fact, no sales were recorded at the end of June, so we think that this will happen in the future. 
As for second users, there has been no major change in the situation of individual customers, although there 
has been some progress in their individual situations. 

That’s all from me. 

Hideaki Tanaka [M]: Thank you very much. That’s all from me. 

Moderator [M]: Thank you very much. We will move on to the next question. Now, Ms. Sato of Jefferies 
Securities. 

Sato [Q]: My name is Sato from Jefferies. Thank you. I have two questions. First of all, sorry, but I would like 
you to organize the information for my understanding. May I ask what was the impact of the deconsolidation 
of the Company in terms of profit on sales, orders received, and the backlog of orders? This is my first question. 

Company Representative [A]: First, regarding sales, JPY1.9 billion in regional IT solutions. Operating profit 
was affected by JPY150 million. The order received was related to development, which had an impact of 
approximately JPY2 billion. 

Sato [Q]: I understand. Thank you. Looking at pages 10 and 11, the orders and order backlog, I think there has 
been quite a bit of negative sign increase in those orders, but I think there is quite a bit of backlog remaining 
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at the end of Q1. Could it be that Q1 was not converting as many sales as expected, or in fact, not converting 
from backlog to sales? I think it was 4% top line.  

There is a certain amount of order backlog, so I don't think it will be an immediate switch to sales in Q2, but 
there is quite a bit of it remaining, so I think we can expect a solid 4% to 5% sales in Q2. How should I have 
read the sales view into the order backlog in this area? Please tell us about Q1 and Q2. That’s all from me. 

Company Representative [A]: I understand. As for orders, as I have said since the previous quarter, there are 
some fluctuations in Q4, so we are not in a situation where we are happy or sad every quarter. As Ms. Sato 
mentioned, the order backlog is building solidly. We believe that this is very important, and at this point, we 
believe that we have a solid backlog of orders to fulfill our plan. 

Q1, in particular, was not that different from the past in terms of whether the sales of the orders were good 
or bad, since orders, including larger projects, were accumulated in Q4 of the previous year. We are now in a 
situation in which we are proceeding with the orders while making sure that they are fully digested, and we 
are determined to continue to receive orders in Q2 as well. 

In Q1, in particular, orders for operations are booked in Q2 and Q4 together for six months, so please take a 
look at the orders received in Q2. 

Sato [Q]: I understand. So, since you have accumulated so much, I guess you are not too worried about sales 
and such for Q2? If you can digest it properly and well. 

Company Representative [A]: Yes, yes. We believe that if we can do this profitably, we will have enough 
orders to achieve our plan. 

Sato [Q]: I understand. One additional confirmation. As for the gross profit margin that Mr. Ueno mentioned 
earlier, when your company's gross profit margin is high in Q1, it tends to be a little low in the following 
quarter. I think that you were able to improve profits and the gross profit margin by about 2 points this time 
by efficiently combining various factors, as well as controlling unprofitable projects, which were the key points. 

Is there some kind of momentum that seems to be meshing well within the Company and start working 
smoothly, or is it still going to be bumpy? I am a bit nervous about this, but I think that the gross profit margin 
in Q2 is usually lower in the past, but are there any risk factors or factors that we should be concerned about? 

Company Representative [A]: As for the improvement in gross profit margin, as I have explained in the past, 
we have been working on enhancement activities and the profitability of orders, and we believe that these 
activities have penetrated into each segment, which has led to the improvement in profitability. 

In addition, from the perspective of what you mentioned, unprofitable operations will affect gross profit 
margins, so we will make sure to control these operations. 

Even with the increase in SG&A expenses, we have strengthened our systems to ensure that each company, 
including group companies, will once again take firm steps to curb unprofitable operations. So far it’s been 
functioning well, and we are now making good progress on the projects that have been a challenge so far, and 
we are determined to continue our efforts in Q2. 

Sato [M]: Thank you very much. That’s all from me. 

Moderator [M]: Thank you very much. We will move on to the next question. Mr. Tanaka from Goldman Sachs 
Securities. Please ask your question. 
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Tanaka [Q]: My name is Tanaka from Goldman Sachs. I have two points. I would like to go over the orders one 
more time. I’d like to focus on the financial sector and industrial sector. First of all, what is the reason for the 
considerable increase in the financial sector? Is it because of large projects related to credit cards? I think 
there is a blurring of the quarters in the industrial area, but if it is only slightly positive, even after excluding 
the impact of exclusions, the trend seems to be a bit different from the industry trend. 

It would be fine if it were transient, but there are several industrial customers whose investments have peaked 
out among the major customers, and I think there is a possibility that the trend will continue after Q2, not 
transient, and that it does not increase that much. Or is this not a concern? 

Those are my two questions. Please start with the one concerning orders. 

Company Representative [A]: I understand. In financial IT, the contribution from large credit card-related 
projects was very large, and we also received a large number of orders from our core customers, which was a 
positive factor in Q1.  

As for Industrial IT, I'm sorry, my explanation earlier was not good. The deconsolidation was not for this 
segment but for the regional IT solutions segment. As for industrial IT, orders from major and core companies 
were very good in Q1 of the previous fiscal year, so there is some influence of that. 

Other than that, we have a stack of orders from our manufacturing customers and their energy customers, so 
we understand that we have a solid stack of industrial customers as well. 

In addition, the SAP business, which has been struggling for some time in recent years, has seen a solid 
improvement in orders and Q1 sales and profits. We would like to take advantage of our strengths and 
continue to build up orders. 

However, some customers are still very uncertain about the future of the economy, so we need to keep a 
close eye on the situation and not be complacent. 

That’s all from me. 

Tanaka [Q]: I'm sorry, Let me follow up on the industry part. You meant that the impact was from the rebound 
decrease, not the exclusion, but is that rebound decrease only in Q1? I hope the story ends in 1Q, but there 
are some of your major customers whose investments have peaked out. Won't the reactionary decline 
continue well into Q2 and beyond? I think if you look at the sense of level last year, it would be clear. What 
are your thoughts on these areas? 

Company Representative [A]: Looking at the total throughout the year, I still think there is a reactionary 
decline, especially distinctive in Q1. 

Tanaka [Q]: I understand. Thank you. The second point is the gross profit margin. Since you mentioned the 
operating profit margin at the beginning of this presentation, we know the detailed movements in each 
segment, but the improvement in the gross profit margin has been even greater. What are the common 
company-wide efforts that have been particularly effective? 

Also, for the full year, I understand that the profit margin is not expected to improve much, but in the latter 
half of Q2 and H2, will the cloud computing business start and margins will decline? How is the current 
improvement in gross profit margin on an actual basis compared to the plan? Could you please add something 
about that? 

Those are my two questions. 
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Company Representative [A]: I understand. As for the improvement in gross profit, as I have already explained, 
especially in Q1 of the current fiscal year, the cloud-based infrastructure business in the offering services and 
the ERP business in industrial IT, which had been struggling a bit, have improved their profitability. In addition 
to the steady improvements that we have made so far, we have also seen an increase in earnings. 

In addition, the industrial IT projects themselves are becoming quite large in size, and in this sense, we have 
been able to manage the projects well so that they can generate a positive profit effect, which we believe is 
having a positive impact on our profits. 

In addition, we believe that there is still potential for earnings improvement in the regional IT solutions 
business, thanks to an improved sales mix and higher overall utilization rates, and we are determined to 
improve earnings. 

We have not changed our plan to improve the gross profit margin throughout the year, but we believe that 
the good results of Q1 are not transitory and can be continued well beyond Q2, so we intend to continue the 
plan. 

That’s all from me. 

Yoshida [M]: I understand. Thank you. 

Moderator [M]: Thank you very much. So, we will now conclude the question-and-answer session. 

In closing, Kawamura will offer a few words. 

Kawamura [M]: Thank you very much for participating in this conference call today to discuss TIS Inc.’s 
financial results for Q1 of the fiscal year ending March 2023. 

If you have any questions, please contact our IR staff during an individual interview or by phone, and we will 
be happy to answer them. 

Thank you for your continued support. 

Moderator [M]: This concludes the teleconference. Thank you all for your participation. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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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. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
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 
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