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Presentation 

 

Moderator: Thank you very much for taking time out of your busy schedules today to participate in the 
quarterly financial results briefing session for Q2 of the fiscal year ending March 2024 of TIS Inc. 

TIS Inc. will now hold a financial result briefing for Q2 of the fiscal year ending March 31, 2024. First, let me 
introduce today's 2 presenters. The first one is Yasushi Okamoto, President, and Representative Director, on 
your left as you face us. Next, I am Masakazu Kawamura, Executive Officer, Division Manager of Corporate 
Planning SBU. 

We will then give a brief overview of today's proceedings. First, Kawamura and Okamoto from our company 
will give an explanation in that order, followed by a Q&A session with everyone. This briefing is scheduled to 
last 1 hour, including Q&A. Please refer to our website for the documents as appropriate. A video of the 
briefing will be available on our website at a later date. 

Now, Mr. Kawamura will explain the overview of business results for Q2 of the fiscal year ending March 31, 
2024, the outlook for the fiscal year ending March 31, 2024, and shareholder returns. Thank you. 

 

Kawamura: My name is Kawamura from TIS. Thank you. I will now explain the details of the financial results 
for Q2 of the fiscal year ending March 31, 2024, which were announced at 3:00 PM today. 
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To begin, please see page 2. Here are the highlights of the current financial results. 

First, H1 results for the fiscal year ending March 31, 2024, exceeded H1 plan with year-on-year increases in 
both sales and income. Profitability remained at a high level even as we stepped up investments in human 
resources and other growth investments. 

Overall orders received and order backlogs increased from the same period of the previous year. Development 
orders were affected by a reactionary decline in large projects, but operational orders were solidly 
accumulated. Based on the above three points, we believe that we have made a good turnaround toward 
achieving our full-year plan for the fiscal year ending March 31, 2024. 

Next, regarding the outlook for the fiscal year ending March 31, 2024, we have revised our earnings forecast 
upward, albeit slightly, based on H1 results. 

 

Now, please see page 5. This is a summary of results for H1 of the fiscal year ending March 31, 2024. 

We were able to achieve a solid increase in sales and profit amidst a continuing favorable business 
environment. Net sales increased JPY22.1 billion YoY, operating income increased JPY2.6 billion year-on-year 
to JPY30.3 billion, with an operating margin of 11.4%. Net income attributable to shareholders of the parent 
company increased by JPY1.4 billion year-on-year to JPY20.3 billion due to increased operating income. 
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The next page, page 6, shows the ratio of first half results to the plan. 

We believe that we were able to exceed our plan because we were able to firmly capture IT investment 
demand from a wide range of customers. 
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Page 7 shows changes in operating income by factor. 

The increase in profits, mainly due to the effect of higher revenues, offset increased investments in human 
resources and other growth investments, resulting in a JPY2.67 billion increase in operating income over the 
same period of the previous year. 

Although we were able to make steady progress in improving profitability through the provision of high value-
added business and the promotion of productivity improvement measures, both the gross profit margin and 
operating income margin rose only 0.1 percentage points year-on-year due to the impact of unprofitable 
projects. 

Unprofitable projects in H1 amounted to JPY1.38 billion, which unfortunately exceeded the full-year 
projection of JPY1 billion. Once again, we will strongly promote quality improvement measures and strive to 
curb unprofitable projects. 
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See page 8. Sales by client industry. 

The increase in all industries, particularly public and services, indicates that overall business was strong. In the 
public sector, large projects for public-sector financial institutions made a significant contribution, and in the 
services sector, Nihon ICS, which develops business for tax accountant firms, also contributed to the results. 

As before, the increase in the number of banks was due to the contribution of the local business of MFEC, a 
subsidiary in Thailand. 
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Page 9 shows the situation by major segment. 

In Offering Services, both sales and income increased due to the firm capture of IT investment demand in the 
settlement, infrastructure, and business management fields in line with the progress of digitization, as well as 
the impact of changes in consolidated subsidiaries, including Japan ICS. 

BPM was significantly impacted by the continued struggles of existing data entry operations, resulting in lower 
sales and profits. 

In financial IT, revenues and profits increased due to a significant boost in revenues from the peak of large-
scale projects for credit card-affiliated core customers and public-sector financial institutions in H1 of this 
fiscal year. 

Industrial IT posted increases in both sales and profit, driven by the trend of expanding IT investments in a 
wide range of industries and the ERP business, despite a reactionary decline from large-scale projects. 

Regional IT solutions continued the strong trend from the previous year. Despite the impact of unprofitable 
projects, the Company was able to capture a wide range of IT investment demand, resulting in an increase in 
both sales and profit. 
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The next page 11 shows the ratio of first-half results to the plan. 

In Offering Services, while net sales exceeded the plan due to an increase in sales projects in overseas 
operations, operating income and operating income margin fell short of the plan. 

BPM was significantly impacted by difficulties in some existing operations, and both sales and profits fell short 
of the plan. 

Although unprofitable projects had an impact on Regional IT solutions, we believe that we were generally able 
to produce solid results in other segments. 
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Pages 12 through 14 show results for the first 3 months of Q2. 
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Now, starting on page 15, we will explain the status of orders. 

First, overall orders received increased 2.4% year-on-year to JPY272.3 billion. In terms of development orders, 
the year-on-year decline was largely due to a reactionary drop in large financial IT projects. We had anticipated 
this reactionary decline from the beginning, and we view the results as generally in line with our expectations. 

We are aware that the business environment remains favorable, with solid accumulation in offering services, 
industrial IT, and Regional IT solutions. In addition, a solid buildup of orders for operations in each segment 
offset the decline in development orders. 
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Page 16 shows the order backlog at the end of the period. 

Overall order backlogs increased from the same period of the previous year. While the trend of orders 
received in each segment is generally unchanged, the decrease in the development order backlog in Industrial 
IT is due to the progress of projects for public-sector clients that were booked in a lump sum in previous years, 
as noted. 
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I will now explain our full-year forecast for the fiscal year ending March 31, 2024. First, on page 19, we explain 
our perception of the business environment. 

Although changes in the economic environment due to global monetary tightening and concerns about a 
downturn in overseas economies require close monitoring, we remain of the view that the long-term 
expansionary trend in IT investment will continue. Overall, we expect the business environment to remain 
favorable. 
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On page 20, we will explain the details of this revision of the earnings forecast. 

Based on the better-than-expected first half performance, we have raised our full-year forecast, albeit slightly. 
Based on the idea that the assumptions for H2 of the plan will remain unchanged from the beginning of the 
period, we have increased net sales by JPY6 billion to JPY536 billion and operating income by JPY1 billion to 
JPY64.5 billion. There is no change in net income attributable to owners of the parent from JPY42 billion. 

Although the unprofitable projects unfortunately exceeded our expectations in H1 of the fiscal year, we have 
reiterated our goal of achieving an unprofitable project cost of JPY500 million or less in H2 of the fiscal year. 

In order to further ensure the achievement of the revised full-year plan, we will focus on acquiring new 
projects and accumulating orders, while strongly promoting quality control throughout the Group. 
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Page 21 shows the revised forecast by segment. 

This is a new plan for each segment that considers the changes in H1 results in line with the change in the 
overall full-year forecast. 
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Page 22 shows the revised plan I just mentioned in comparison to the previous year. 

Net sales are projected to increase 5.4% y-o-y, operating income 3.5% y-o-y, and the operating margin 0.3 
percentage points below the previous year's level, at 12%. The decrease in net income and the decline in ROE 
are due to the absence of extraordinary gains, but we believe that we will be able to achieve levels that exceed 
the targets of the medium-term management plan, unchanged from the assumptions made at the beginning 
of the period. 
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Page 23 is an analysis of changes in operating income by factor based on the revised plan. 

The gross profit margin will decline to 28.2% from 28.4% in the initial plan due to unprofitable projects that 
occurred in H1 of the fiscal year but is expected to increase 0.3 percentage points from the previous fiscal 
year. As in the past, there is no change in our approach of aiming for further improvement of profitability 
while promoting aggressive upfront investments that contribute to growth. 
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Page 24 shows the forecast by segment. 

Although BPM, which continues to struggle, is expected to fall below the previous year's level as a result of 
this revision, the other segments will remain unchanged from the beginning of the fiscal year, and we will aim 
to achieve the plan of increased sales and profit compared to the previous year. 
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To wrap up my presentation, I would like to explain our shareholder return policy. See page 26. 

There is no change in our shareholder return policy, and the interim dividend per share will be JPY17, an 
increase of JPY2 from the previous fiscal year, as planned at the beginning of the fiscal year. We intend to 
continue to enhance it in line with our performance growth. 

Regarding the repurchase of treasury stock, the Company has already repurchased approximately JPY6.2 
billion from May to July. 

This concludes my explanation. 

Moderator: Thank you very much. Next, Mr. Okamoto will explain the progress of the medium-term 
management plan. 
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Okamoto: This is Okamoto of TIS. Once again, thank you for attending our financial results briefing today. 

I would like to explain the progress of our medium-term management plan. 

Page 28. As a first part of the explanation, I would like to present the outline of the medium-term management 
plan, basic policies, and key management indicators, which I have presented in the past. Since this is a 
reiteration, I would like to skip to the explanation. 
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Page 29. The following is a summary of the progress made as of H1 of the fiscal year under review in 
accordance with the Group's management policy. 

In H1 of this fiscal year, I believe that we were able to make steady progress in each of our measures toward 
the realization of the structural transformation that we are aiming for. We evaluated (2) and (3) as triangles. 
I would like to explain a little about this point. 

First, regarding point (2), as I have already mentioned, we have strengthened our investment in human 
resources, in particular, by substantially raising the level of compensation during this fiscal year. We believe 
that business profitability has continued to improve in spite of this. 

I believe that this is a result of our employees' active efforts to enhance the value we provide, such as the 
promotion of DX and continuous innovation in enhancement, by firmly accepting the message from our 
management to strengthen investment in human resources. I think this is a point that can be well evaluated. 

On the other hand, unfortunately, it is also true that we have had some major unprofitable projects. In this 
regard, we have marked it with a triangle overall, because we have to take it seriously and not turn away from 
it. 
 

In order to improve the value, we provide to our stakeholders, it is essential that we live up to their trust and 
expectations. From this perspective, with renewed determination, we will firmly strengthen our quality 
initiatives to curb and eliminate unprofitable projects. We are determined to achieve this goal. 
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Regarding point (3), we continue to invest aggressively in strategic growth, but as before, we have not yet 
reached the stage where we can generate the added value commensurate with the investment and achieve 
tangible results in the form of improved profitability. In this respect, the evaluation indicates that there are 
some issues, so we have assigned it a triangle. 

We will continue to promote each of these initiatives with the aim of achieving a state in which all items can 
be evaluated as a circle at the end of H2 of the fiscal year. 

 

Starting on page 30, we will introduce topics related to the progress of the medium-term management plan. 

The first is the DX business strategy. 

As we introduced at last year's business briefing, we believe that strengthening front-line functions, which are 
the points of contact with customers, is a major driving force in our DX business strategy that will link the 
value chain of the entire group's business domain and lead to business expansion. 

Our group's strength lies in our ability to handle the entire process from strategic planning to implementation 
and creation of benefits, and by expanding and strengthening this strength, we are striving to further enhance 
our consulting menu in H1 of this fiscal year in order to provide a wide range of support to our customers and 
the demands of society.  

Regarding DX consultants, who are the key to strengthening the front line, we are steadily increasing the 
number of DX consultants through career recruitment and internal training, and we believe we are making 
steady progress in structural transformation to expand business opportunities. 
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Although it is still not enough, we are promoting cooperation with account organizations, and we are seeing 
positive results, such as the acquisition of strategic projects. 

We will continue to create business opportunities based on DX consulting, and by linking the SPB and iOS 
businesses, which are strategic domains, more broadly and deeply, we will aim for further growth as a 
business that leads the transformation of strategic domains. 

 

On page 31, as part of the review of our business portfolio, I would like to explain the status of Japan ICS, 
which became a consolidated subsidiary in April of this year with the aim of strengthening our iOS. 

In H1 of this fiscal year, we have focused on building a foundation for future growth by establishing 
governance, management infrastructure, and speeding up decision-making. 

There were some initial differences in business models, corporate structure, and culture, which naturally led 
to some confusion, but we have deepened our discussions and cooperation in a future-oriented manner 
toward the major goals of further growth of Japan ICS and the realization of our future vision. I believe that 
we have all been able to scramble together and a sense of unity has been growing. 

Based on this sense of unity, we have already begun to consider specific business aspects, such as linking with 
our services, such as expense reimbursement and digital payroll payment, which are highly compatible with 
the Company's services, and promoting co-creation activities. 

We will accelerate our efforts to increase the value of the Company as soon as possible, and to show you the 
results of synergies in a tangible form. Please look forward to our development. 
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Continued on page 32. This is an update on our service business strategy, particularly in the area of social 
problem-solving service business. 

As a whole, the Payment business continues to be a driving force and is steadily expanding its business scale. 
Other areas are still in the preparation stage, and it will be some time before they show up in significant 
numbers, but we are continuing to take on challenges for future growth. 

In the Payment business, we have updated our strategy in light of changes in the business environment and 
our past efforts to achieve further growth. I would like to explain a little about this on the next page. 
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Page 33 focuses on the Payment business. 

To date, PAYCIERGE 2 has focused on processing services in addition to expanding existing debit and prepaid-
related businesses against a backdrop of rising cashless payment trends. As you know, Credit SaaS was also 
launched in H2 of last fiscal year. 

We are still working on new themes such as digital wallets, embedded finance, and the lifting of the ban on 
the payment of salaries in digital money, and we will continue to expand our service lineup while developing 
new areas. 

As a result of these efforts, as shown on the previous page, our business scale and sales have exceeded the 
targets set at the time of formulating the medium-term management plan. However, there are still issues to 
be solved in terms of overall profitability and conversion to a liquor-type business due to the burden of prior 
investments. 

On the other hand, in the payment and settlement field, market needs are constantly, rapidly, and drastically 
changing due to the progress of digitalization and other factors. In order to achieve further growth and expand 
the value we provide to society, we have reviewed the best policy to respond to the market environment and 
trends in customer needs and have updated it as PAYCIERGE 3.0. 

Our new strategy, PAYCIERGE 3.0, is based on the concept of "aiming for the evolution of a cashless society 
and the realization of sustainable and smart financial inclusion," and we will work on a two-tiered structure 
of payment evolution and value creation business. 
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We plan to present the details at the business presentation scheduled for December 7, but I would like to take 
this opportunity to say that the payment field is a market that is expected to continue to grow, and we 
recognize that it is a field in which we can fully demonstrate the strengths that our group has cultivated over 
the years.  

We will continue to aggressively promote the development of our business multi-dimensionally, and we hope 
to achieve evolution and growth as a high value-added business that will bring about a revolutionary change 
in society by leveraging our unique comprehensive strengths. We hope that you will look forward to it again. 

 

Page 34. ESG initiatives. 

In promoting sustainability management, this is an important theme that must be addressed from a long-term 
perspective as the foundation for sustainable value creation. I believe that in H1 of this fiscal year, we were 
able to steadily advance management sophistication in response to social demands in each of the ESG aspects. 
We will continue to make steady progress in our efforts to achieve both sustainable enhancement of 
corporate value and contribution to a sustainable society, one by one. 
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Page 35 and 36, this is the last page of my explanation. First, page 35. 

Two and a half years have passed since I took office as president and the current mid-term plan was launched. 
We have been able to continue our sustained growth for the past two and a half years and even before that, 
and I feel that the corporate value of our group is steadily increasing. However, changes in the external 
environment are occurring on a different scale and at a faster pace than in the past, and conditions in the 
Group's business may not always be the same as before. 

The main challenges we are facing in our business today are: in SI, re-growth after the peak of large-scale 
projects; in services, further business expansion and the accompanying realization of high profitability; and in 
BPM-related businesses, leveraging our strengths and upgrading the Group's value chain. We will continue to 
overcome these and other challenges in order to achieve further growth. 

For example, in H1 of this fiscal year, we have strengthened our investment in human resources, including a 
large increase in compensation levels, and even in the midst of these efforts, business profitability continues 
to improve. We feel that the value we provide and our ability to overcome difficult situations has been 
enhanced even more than before. 

I am confident that if we continue to do so, we will be able to face and overcome the challenges ahead in the 
same way. 



 
 

 

Support 
Japan 050.5212.7790    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
29 

 

 

On page 36, we present our direction for future growth. 

The current fiscal year is the final year of the current medium-term management plan, and a new medium-
term management plan will be launched in the next fiscal year. Our mid-term management plan is based on 
the same major goal of realizing the Group Vision 2026. Therefore, the basic direction will remain the same: 
to strengthen front-line functions and accelerate structural transformation. 

We are currently in the process of formulating our next medium-term management plan, and as I mentioned 
earlier, we are considering various issues, and the strategy update for the payment business that I introduced 
today is part of that. 

However, our corporate management will not end in 2026, the year targeted in the Group vision. It will 
continue. We are currently considering the foundation for sustainable growth and improvement of corporate 
value, including what the Group should be in the long term and what we should aim for, with a view to the 
future. 

The framework of the plan is to leverage our strengths to achieve value-added growth, thereby enhancing 
social value and the value we provide to society through co-creation with our stakeholders. 

We will naturally never stop moving forward and will do our utmost to ensure the sustainable growth of the 
Group and further enhance corporate value through front-line reinforcement and structural transformation, 
and we hope that you will look forward to our continued efforts. 

This concludes my explanation. 
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Moderator: Thank you very much.  
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Question & Answer 

 

Moderator [M]: Okay, we will now move on to the question-and-answer session. 

First, let us explain how to ask questions. If you have been nominated, please tell your company name and 
name followed by your question. Please note that each person may ask no more than 2 questions at a time. 
Please understand that we may not be able to answer all of your questions due to the progress of the project. 
If you have a question about a particular slide, please specify the slide number so that we can project the 
corresponding slide. 

We will now begin the question-and-answer session. Let us begin with a question from Mr. Tanaka, Goldman 
Sachs Securities. 

Tanaka [Q]: My name is Tanaka from Goldman Sachs. Thank you. 

First of all, unprofitable projects, I would like you to clarify this a bit more. I can calculate the amount in terms 
of changes in the data, but I would like to know how each segment is calculated, and if there are any special 
factors such as the timing of cutover for each project, please explain first. 

Kawamura [A]: Yes. Now, let me explain about unprofitable projects. The overall unprofitability in H1 was 
JPY1.38 billion, but in Q2 it was over JPY1 billion. The largest segment is Regional IT solutions, which amounted 
to more than JPY800 million in Q2. Other than that, it is a pile of small things, but it is a service. The offering 
service has accumulated about JPY100 million in unprofitability. 

In addition, in the Regional IT solutions, a process manufacturing client was cancelled due to quality issues 
that arose during the course of the project, so we have included the overall liquidation in the loss this time. 
In that sense, the project has been cut off for now. 

As for the remaining projects, we have taken firm measures and are moving forward to cut over the remaining 
projects by the end of this fiscal year, and we will continue to monitor them closely as we work to control 
them. That is all. 

Tanaka [Q]: Thank you very much. Is my understanding correct that the follow-up, or rather the cancellation 
of the project, will be finished in this Q2 and the people who were involved in it will be released to regular 
projects from H2? 

Kawamura [A]: Yes, that's right. We are thinking that it could be in the form of a reward project or another 
project. 

Tanaka [Q]: I understand. Thank you very much. 

The second major point is in financial IT and orders. I think that the number of orders decreased significantly, 
mainly in this development area, but first of all, there were probably about two reactions from customers in 
Q2, 3 months, so I would like to know what the reactionary decrease was and, excluding this, what the actual 
financial situation is like now in terms of actual inquiries. Please answer that point. 

Kawamura [A]: Regarding the reactionary decline, we estimate about JPY1 billion for the card-related 
business. There was a reactionary decrease of about JPY8 billion in public finance, which is the main reason 
for the decline. Excluding the above, unfortunately, the year-on-year decrease was about JPY2 billion. We feel 
that this was a bit of a bottom in the wave of customer projects and their orders coming in. 
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Overall, we believe we are maintaining a high level of orders, especially from credit card-related customers, 
and we intend to make a recovery in H2 of the fiscal year by firmly building up orders. That is all. 

Tanaka [Q]: I'm sorry, are these figures for Q2? 

Kawamura [A]: Yes, I mean Q2 alone. 

Tanaka [Q]: In the follow-up, I think you mentioned before that the reactionary decline in that card area will 
peak out from Q3 in terms of sales and projects, and if you have any additional information on the outlook 
for that at this point, or at what pace it will decline, please tell us about the large projects of cards. 

Kawamura [A]: Regarding the plan for financial IT projects for H2, we have been planning a decrease in 
revenue since the beginning of the fiscal year, and we expect H2 to be generally in the same shape as H1, so 
if you look at the plan for H2, you will see that the change is about the same. Since it is difficult to explain 
individual projects, we are assuming that overall revenue will decrease as initially expected. 

Tanaka Oath [M]: Thank you very much for your detailed answer. That's all from me. 

Moderator [M]: Thank you very much. Next, Mr. Tanaka, Mitsubishi UFJ Morgan Stanley Securities, would 
you like to ask a question? 

Hideaki Tanaka [Q]: My name is Tanaka. Thank you. There are two points, first, confirmation of the order 
placements. 

Now, you have told us the amount of the reactionary loss at the finance section, and the other JPY2 billion. 
However, I thought that the high level of card-centered sales means that cards are a bit difficult where you 
have had a reactionary decline, but I would appreciate your comments on this, the difference between 
different customers, and the genera situation. Also, industrial IT and Regional IT are also positive. Please 
explain the future outlook for them.  

Kawamura [A]: Yes, I understand. In the financial IT business, we have seen negative results for major projects, 
but for other customers, we believe that both orders and sales remain at very high levels. 

Under these circumstances, since orders received in Q2 were negative year-on-year, we are determined to 
make up for the negative impact of financial IT in Q3 and Q4 by firmly building up orders for H2 or the next 
fiscal year. We believe that we will hit it back hard at another customer. 

The second point, industrial IT and Regional IT, each showed positive results. In the industrial IT business, 
there was a reactionary decline in major projects, but we have been accumulating major projects with other 
core customers, and I believe that overall, the business has been positive. We are determined to achieve the 
plan for H2 of the fiscal year by firmly building up orders, especially in the SAP and assembly and 
manufacturing sectors. 

In the Regional IT business, there were some unprofitable projects in H1 of the fiscal year that had a significant 
impact on profits, but even so, we were able to increase both sales and profits, and we consider the 
environment itself to be very favorable. We have a solid accumulation of projects in the banking, life and non-
life insurance, medical, and municipal sectors, and we will continue to work hard in H2 of the fiscal year. 

If anything, we will continue to capture IT demand from a wide range of customers rather than specific ones, 
and we are determined to achieve this in H2. That is all. 
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Hideaki Tanaka [Q]: Thank you very much. When you think about it, the revised plan for industrial IT and 
Regional IT shows a second-half revenue decline, but are there areas where you are holding back a little? 

Kawamura [A]: Overall, we have traced the initial plan for H2, and we are making some adjustments within 
that plan, but we believe that we have a solid order backlog, and we will do our best to achieve this plan. That 
is all. 

Hideaki Tanaka [Q]: Thank you very much. The second point is the credit SaaS or credit card processing service. 
You have also released about the first user, DOCOMO, but please let us know if there are any updates on the 
current status of business negotiations with other customers. 

Okamoto [A]: Okay, Okamoto will. The name of the credit SaaS has not been changed. Sorry. We have 
released about the first company, and after a successful first term, we are steadily expanding into the second 
and third terms. We have been going that direction. 

The status of the second and third companies has not changed significantly, and we are continuing to work 
together with them on the fit and gap. Therefore, we have not yet received the order from the second 
company. 

As I may have mentioned before, the timing of the renewal and the fact that it involves a certain amount of 
investment means that they are carefully considering the various aspects of the project. We will continue to 
operate the business with a firm commitment. That is all. 

Hideaki Tanaka [Q]: Thank you very much. I'm sorry, the first part of your opening statement, about the 
second and third terms after the first term, is simply that time has passed? 

Okamoto [A]: No, first of all, the first company started successfully in H2 of last fiscal year, which we called 
the first phase, and after that, including various additional developments, the expansion is progressing 
smoothly. 

Hideaki Tanaka [Q]: I understand. That they are also expanding for NTT DOCOMO, INC.? 

Okamoto [A]: That is what I mean. 

Hideaki Tanaka [M]: I understand. Thank you, that's all. 

Moderator [M]: Thank you very much. Continuing on, Mr. Kikuchi, SMBC Nikko Securities, would you like to 
ask a question? 

Kikuchi [Q]: I am Kikuchi. Thank you very much. I have two points too. 

The first point is a continuation of Mr. Tanaka's question, but I feel that you are not able to talk much about 
individual companies. NTT DOCOMO, INC. is non-telecommunications, and non-telecommunications has been 
quite a factor in the decline in profits. I was thinking that they are paying quite a bit of money, and that there 
must be quite a bit of income for your company, but I am not sure if it is visible or not in your company's 
profits. How should we look at the profitability of that credit SaaS now, how should we look at it next year 
and the year after that? 

Should we assume that NTT DOCOMO, INC. alone will not generate much profit even in the second or third 
fiscal year? If you can answer my question, I would like to know the first point. 

Kawamura [A]: First of all, regarding our credit SaaS business, as we have said before since its launch, it is 
now generating revenue from operations. Although there is a significant burden of amortization, I think we 
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have always answered that it is not enough to cause a deficit at this point in time. This situation has not 
changed. 

As Mr. Okamoto mentioned earlier, we have also received some card-related projects including credit SaaS, 
so I feel that our business volume is growing steadily if these are included. 

However, in terms of the next fiscal year and the fiscal year after that, as you mentioned, we will naturally 
need to increase profitability by building up orders from the second company onward. We are not very 
satisfied with this profitability, so we are working to quickly bring profitability up to the original plan by 
building it up. That is all. 

Kikuchi [Q]: Thank you very much. Second point, I don't think people are that worried about this quarter. 
Unprofitable projects are also not going to be pulled in H2. However, I am sure that investors and analysts are 
still wondering what will happen in the next fiscal year. 

First, there can be a trough once a large card deal is done for a great long period of time. Whether it is deep 
or not, and how long it lasts, may not be essential, but I feel that the depth, width, and length of the valley 
will have a considerable impact on your company's performance. I think we would also feel a little more 
comfortable if you could give us an outlook on this area. 

Also, I think it is very good that you have revised the treatment of your employees so drastically this term, but 
I would like to know what your policy is for the next term and beyond, if you can see any now. I feel that this 
way, everyone will be able to watch with peace of mind next term. That is all. 

Okamoto [A]: Okamoto will answer. Certainly, the peak out of large-scale projects is a reality. This was a fairly 
large scale, so when it peaked out, it would go down. Since the credit industry itself is constantly working on 
new projects, I do not think that there will be a big valley that will continue for a long time in terms of securing 
new projects. 

In addition, there are several companies, such as NTT DOCOMO, INC., which was mentioned earlier, and we 
would like to ensure their profitability. 

We are also aware that, although there were certainly some major losses, there is no reason to believe that 
we are going to hit the bottom of the valley. This is the first point. 

The second point is that we raised salaries by 6% this fiscal year, an average of 6%, but in the next fiscal year 
or thereafter, it does not mean that we do not intend to raise salaries at all as a base-up. This year, we raised 
the amount all at once, but from now on, we are considering raising the amount little by little. However, a 
final decision has not yet been made. That is all. 

Kikuchi [M]: Thank you very much. That is all. 

Moderator [M]: Thank you very much. Please continue with your question, Mr. Segawa, Morgan Stanley 
MUFG Securities. 

Segawa [Q]: My name is Segawa from Morgan Stanley Securities. Thank you for your assistance. Thank you. I 
would like to ask 2 questions. 

The first point is regarding your plans for H2. There are still some parts that have not been changed from the 
assumptions made at the beginning of the fiscal year, and there may be some discrepancies, but I would like 
to confirm the gross profit margin. 
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In H2, as mentioned earlier, projects for major credit card companies are peaking out, so I thought that gross 
profit margins might be facing a slight headwind from where they had been profitable to a certain extent. 
Even if such large projects disappear, are you still able to secure profitability in existing areas, and are you 
putting in improvements in gross margins on the assumption that gross margins will continue to improve year-
on-year? I would appreciate your explanation in terms of gross profit margin for H2. This is the first point. 

Kawamura [A]: I will now answer. First of all, we have a gross margin forecast at the beginning of the year for 
H2, but we will continue to add value to existing projects and the customer base as before. Therefore, we 
have a plan in place with a firm response to increase gross margins. 

In addition, from Q2, we added a company called Japan ICS to our group, which is more of a service provider 
with a high gross margin. This will make a full contribution in H2, and with these factors in mind, we will 
continue to promote our business, believing that the gross margin level is attainable. That is all. 

Segawa [Q]: I understand. Thank you very much. 

The second point is about BPM projects. Revenues and profits have declined as the outlook for data entry 
operations has become more difficult. In your explanation today, you mentioned leverage, so I was wondering 
if there is any way to shift resources or cut costs a little bit in the future. Can you tell us what, if any, measures, 
or thoughts you have regarding the BPM business? That is all. 

Okamoto [A]: Okamoto will answer. First of all, as the results of the BPM business show, the situation for 
entry, printing, and other so-called old-style BPO is quite difficult due to the disappearance of the special 
demand for Coronavirus. 

In H2 of this fiscal year, we will work to increase profitability and return to profitability, while considering cost 
reductions and other measures, but we will also consider how we can firmly support BPO in the Group's 
business portfolio, including the services we provide. Depending on the results of this study, we would like to 
decide on future measures to be taken. That is all. 

Segawa [Q]: Thank you very much. Sorry, I would like to confirm the purpose of your last part of your 
statement. Are you saying that you are considering or taking measures to reduce the priority of the BPM 
business, or in some cases, to reduce the priority of the BPM business in your company? 

Okamoto [A]: Before deciding whether to downsize or not, it is time to rethink how to make the most of the 
situation within our company. 

Segawa [Q]: So, rather than saying that we are going to do something drastic right away, we are going to look 
at the business environment for a while and see what kind of role is appropriate [inaudible]? 

Okamoto [A]: Yes, as you say. 

Segawa [M]: I understand. I understand very well. Thank you very much. That is all. 

Moderator [M]: Thank you very much. Continuing on, Mr. Hori, Mizuho Securities, would you like to ask a 
question? 

Hori [Q]: Mizuho Securities, this is Hori. Thank you. I have 2 simple questions as well. 

The first point is similar to the one asked by Mr. Kikuchi, but it is the idea for the next fiscal year. When they 
decided to increase costs in February of this year, it was already clear that they were going to invest in human 
resources and for the current fiscal year. You have clearly stated that you will balance the cost increase in 
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human resource investment with profit growth, and you are doing exactly that in this fiscal year. You said that 
stable growth and profitable growth is your basic policy, and you will continue to pursue it. 

However, as the current fiscal year goes quite well, you mentioned earlier about large-scale projects in the 
financial sector, and you also mentioned that you are going to make various preparations for the 
reacceleration of the BPO business. When you think about the next fiscal year, the first year of the medium-
term plan, I imagine that rather than suddenly running forward, you might want to squat a little and prepare 
for a jump in the second or third year. 

With the situation changing a bit, is it correct to say that the idea of stable growth itself has not changed at 
all, or is it still under consideration, including that, I'm sorry, please let me know your idea. 

Okamoto [A]: Okamoto will answer. I have been president for two and a half years, and I have not talked 
about it much, but as long as I am president, I am determined to achieve absolute stable growth, and although 
we are still considering the percentage, I have a strong determination to achieve stable growth. I hope you 
will understand that we will continue to achieve stable growth. 

Hori [Q]: Thank you very much. Secondly, I would also like to ask you about credit SaaS. The bottom right-
hand diagram on page 32, here is your plan for the current year, which shows a steady increase in recurring. 
This is probably more of a total payment related business, and I think credit SaaS is a part of this. I still think 
that no matter how we look at it, the pace of credit SaaS sales growth seems to be a bit slow from the image 
of credit SaaS sales growth that your company presented in the business presentation in 2019. 

Looking at the increase in offering services, excluding the effect of overseas M&A, you also said that there are 
some challenges in the recurring business, considering the fact that the number has not increased to that 
extent. I wonder... 

Is there something deviating against the business plan that makes me a little doubtful about the asset's value? 
I wonder if we have to worry a little about something like impairment at this rate, or if it's not about that at 
all. Please give me any comments you can in terms of a gap from the original plan in that area. 

Okamoto [A]: First of all, I would like to mention the impairment. As you pointed out at the outset, this is true 
that we are actually behind the original plan for credit SaaS. 

As I mentioned earlier, this is due to factors such as the timing of renewal and the size of the customer's 
investment, but of course we will not give up and will continue to operate. As for the items that we have 
followed, the first company has been making good use of them, so I hope you understand that we are not 
considering any particular impairment. 

In addition, on December 7, for PAYCIERGE 3.0, we will be holding the event, where we will once again refine 
our plan and explain how we will work on payments as a whole, including credit SaaS. That is all. 

Hori [M]: Thank you very much. 

Moderator [M]: Thank you very much. Continuing on, Mr. Tsuruo, Citigroup Securities, would you like to ask 
a question? 

Tsuruo [Q]: I have 2 questions. Thank you. All of these questions are related to the next medium-term plan. 
Of course, to the extent possible, comments please. 

The first is the medium-term, three-year outlook for profitability. You have been saying for some time that 
you are looking at improving the gross profit margin to around 30%, but I think there will be a lot of problems 
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if you say that you can achieve these figures, so can you discuss the positive and negative factors that can be 
achieved in the next medium-term plan? Please. 

Okamoto [A]: We are in the process of discussing the 30% target in the next medium-term management plan. 
It's also hard to say what the positive and negative factors are, as the study is not completely finished now. 
One is, of course, that unprofitable projects, which failed this time as well, must be thoroughly controlled. 

I think this is one major point, of course, that we need to deploy the know-how that TIS alone has more 
broadly throughout the Group. 

The other thing is, of course, steady QCD activities, such as steady enhancement. I think it is important to 
continue to work steadily on this issue. 

In addition, there is a possibility that we will continue to make acquisitions of various companies in accordance 
with a certain portfolio. We believe that another major point is how to make acquired companies more 
profitable. I hope the above has answered your question. 

Tsuruo [Q]: Yes, of course. Thank you very much. 

The second point is management resource allocation. As the chart on page 35 shows, as your company's 
profitability increases, so does its ability to generate cash flow, resulting in a very fast pace of net asset 
accumulation. As a result, ROE is often at the top of the range, and I wonder if there is any room to revise the 
concept of total return ratio. 

Kawamura [A]: I will answer your question. First of all, we have been working on the current medium-term 
plan with a 45% return ratio until the current fiscal year. We are still in the process of discussing what to do 
about this, and we would like to have a thorough discussion on the issue, as our direction to enhance 
shareholder returns and other benefits remains unchanged. 

First of all, we will continue to invest in growth and allocate resources to M&A and various software 
development projects. 

We have been making solid efforts to achieve such growth, enhance shareholder returns, and pay attention 
to the balance sheet, and we will continue to consider such measures in the future. 

I would be happy to explain again what our approach will be for the next medium-term management plan 
period, but first of all, we would like to make a solid investment. That is all. 

Tsuruo [Q]: Excuse me, but what is your policy on the area of M&A, the areas to be considered and how it 
should be done, from transformational to bolt-on? Please comment if possible, on whether there will be any 
changes in the next medium-term plan there. 

Okamoto [A]: This is a bit sensitive, so I can't talk about specifics, but first of all, we would like to invest in 
M&A in the areas that we are aiming for in our services. 

We have also been involved in M&A activities in the past, but we are also considering acquiring an information 
division or an information subsidiary that is in charge of a client's business. 

We are also looking to expand PAYCIERGE globally, especially in Southeast Asia, and to support our customers' 
own systems in Southeast Asia. We will continue to invest in M&A in these areas, as we have done for the 
past 3 years, and we intend to do more. That is all. 

Tsuruo [M]: I understand. Thank you very much. That's more than my question. 
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Moderator [M]: Thank you very much. Now, since it is almost time, I will conclude the question-and-answer 
session. Finally, Mr. Okamoto would like to make a few remarks. 

Okamoto [M]: My name is Okamoto. Thank you very much for participating in today's financial results briefing 
for Q2 of the fiscal year ending March 31, 2024, of TIS Inc. If you have any further questions, please contact 
our IR department during an individual interview or by phone and we will be happy to answer them. 

As we have mentioned, we are planning to hold a business briefing on December 7, 2023. We hope you will 
join us for a detailed explanation of our payment business from the organization in charge. Thank you for your 
continued support. 

Moderator [M]: With that, I would like to close today's briefing. Thank you very much for taking time out of 
your busy schedules to join us today. 

[END] 

______________ 
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