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Presentation 

 

Moderator: Thank you, everyone, for your patience. We will now begin the conference call for TIS Inc.’s Q3 
Financial Results for the Fiscal Year Ending March 31, 2026. Masakazu Kawamura, Managing Executive Officer, 
Division Manager of Corporate Planning SBU; and Daisuke Kawaguchi, Department Manager of Corporate 
Management Department, are present on today’s conference call. 

Mr. Kawamura will first give a presentation of approximately 10 minutes, after which we will move on to the 
Q&A session. Mr. Kawaguchi will also join the Q&A session, and both speakers will respond to your questions. 
The entire conference call is scheduled to last approximately 30 minutes. The presentation materials are 
available on the TIS website, and we encourage you to review them. We will now begin the presentation.  

Kawamura: This is Kawamura from TIS. Thank you for joining us. We will now explain the financial results for 
Q3 of the fiscal year ending March 31, 2026, which were announced at 3:30 PM today. 

 

 

Please see page two. Here are the highlights of the current financial results. 

First, for Q3 of the fiscal year ending March 31, 2026, we recorded YoY increases in both sales and income. 
Our operating margin remained in the 12% range, maintaining a consistently high level of profitability. While 
orders received increased moderately YoY, the order backlog fell below the level of the same period last year. 

Second, the outlook for the fiscal year ending March 31, 2026, is generally tracking in line with the plan that 
was revised upward in H1, and we are not making any changes to the full-year forecast. These are the main 
highlights for this briefing. 
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Now, I would like to go into the details of what I have just outlined. Please see page five.  

This is a summary of the results for the first nine months of the fiscal year ending March 31, 2026. 

We continued to expand our business amid a favorable operating environment, resulting in increases in both 
sales and income. Net sales increased 4.7% YoY to JPY436.2 billion, operating income increased 12.1% YoY to 
JPY54.8 billion, and the operating margin rose 0.9 percentage points to 12.6%. Net income attributable to 
owners of the parent company increased 10.8% YoY to JPY38.1 billion. 
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Page six shows changes in operating income by factor. 

Even with continued investment in growth, including investment in human resources, we achieved higher 
operating income, supported by increased revenue and a reduction in unprofitable projects.  

The gross profit margin increased by 0.2 percentage points YoY to 28%. Unprofitable projects amounted to 
JPY1 billion for the first three quarters and JPY0.65 billion for the three months of Q3, mainly in the regional 
IT solutions segment.  

We recognize that it is an issue that the figure has reached the level assumed for the full year. We will renew 
our efforts to control the situation and prevent any further accumulation. 
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Page seven shows the breakdown of sales by client sector. 

The financial sector performed strongly, led by other finance, supported by a modernization project for a 
customer in the leasing industry. The industrial sector was led by services and assembly-based manufacturing. 
The public sector also showed strong growth. 
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Page eight shows the situation by key business segment. 

In the offering service business segment, despite a lapse in renewal demand for systems for tax accountant 
firms and an increase in upfront investment in the payment domain, we steadily secured projects in both the 
payment and enterprise domains and made progress in curbing unprofitable projects, resulting in higher sales 
and income. Our overseas business also contributed to revenue growth. 

The BPM segment saw increases in both sales and income. This was supported by project wins, primarily in 
the DX business, and ongoing cost-control measures. 

In the financial IT segment, although revenue declined due to the peak-out of large-scale development 
projects carried over from the previous fiscal year and the termination of certain operation services, segment 
income increased as we promoted high-value-added businesses such as modernization projects. 

The industrial IT segment reported higher sales and income, driven by expanded IT investments across a wide 
range of industries, including services, manufacturing, and distribution. 

In the regional IT solutions segment, sales and income increased, supported by expanded IT investment 
demand from a wide range of customers, including those in the medical and other industrial sectors. This was 
despite a deterioration in profitability due to changes in conditions in public sector projects and a decrease in 
one-time expenses incurred in the previous fiscal year. 
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Pages nine and 10 show the results for the three-month period of Q3. Turn to page nine. 

Overall, sales and income increased YoY, and the operating margin remained high at 13%. The trends are 
generally consistent with those on the previous page, but I would like to provide some additional comments 
on the three-month period. 

In the financial IT segment, sales had been on a downward trend for some time, but the acquisition of new 
customers through modernization and other initiatives contributed to performance, resulting in a return to 
sales growth in Q3. The operating margin also increased accordingly. 

In the industrial IT segment, although the rate of revenue growth was modest, the operating margin increased 
significantly, supported by an improved business mix driven by project acquisitions from a wide range of 
clients in the service and manufacturing sectors, as well as more efficient project execution. 

As explained earlier, the decrease in income in the regional IT solutions segment is attributable to 
deteriorating profitability resulting from changes in conditions in public sector projects. 
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Page 10 presents an analysis of the factors behind changes in operating income for the three-month period. 

While operating income increased, the operating margin declined by 0.4 percentage points YoY to 28%. This 
was mainly due to lower profitability in the offering service business and regional IT solutions segments, while 
profitability continued to improve in the other segments. 
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Starting on page 11, we explain the status of orders.  

First, let us look at the status of orders received. 

Orders received during the period totaled JPY391.1 billion, up 2.1% from the same period last year. While the 
overall increase has been stable, the most recent three-month period showed a shift from the previous trend, 
which we will explain on the next page. 
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Page 12 presents the order status for the Q3 three-month period. 

Orders received in the most recent three-month period decreased YoY, mainly due to a decline in orders for 
development projects. In this section, we explain the status of the financial IT, industrial IT, and regional IT 
solutions segments, which are the main contributing factors. 

First, in the financial IT segment, although we secured new projects such as modernization, they were not 
sufficient to offset fluctuations in orders for existing projects, resulting in a decline.  

In the industrial IT segment, orders were mainly affected by a reactionary decrease following several 
modernization projects received in the previous fiscal year.  

In the regional IT solutions segment, orders declined due to a decrease in projects in the government, medical, 
and other sectors. 

Although orders received declined in Q3, we have secured a sufficient pipeline and intend to steadily convert 
these opportunities into orders going forward. 
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Turning to page 13. 

Order backlog totaled JPY154.4 billion, down 1.7% from the same period last year.  

In the financial IT and industrial IT segments, development-related orders declined. While development 
projects for existing clients progressed steadily, the acquisition of new projects did not grow as much as 
expected.  

In the offering services and regional IT solutions segments, non-development activities declined.  

In offering services, this was due to a decrease in overseas business, while in regional IT solutions, it reflected 
a pull-back in sales in the municipal government and medical sectors. 
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I would now like to explain our full-year forecast for the fiscal year ending March 31, 2026. Please turn to page 
15. 

The full-year forecast for the fiscal year ending March 31, 2026, remains unchanged from the plan revised on 
October 31, 2025, as performance through Q3 has generally progressed in line with the revised plan. 

Net sales are projected to increase by 2.9% YoY to JPY588 billion, and operating income is expected to rise by 
8.6% YoY to JPY75 billion, after incorporating JPY0.5 billion in merger-related expenses. We will continue to 
build up orders and curb unprofitable projects to further ensure the achievement of the full-year plan. 

Finally, I will briefly explain two topics, including the timely disclosure announced today. 

First, I will discuss the completion of our share repurchase program and the cancellation of the repurchased 
shares. As already announced, the repurchase of approximately JPY42 billion in treasury stock was completed 
in December 2025. The Company has decided to cancel approximately 3% of its treasury stock, equivalent to 
JPY35 billion, for the purpose of optimizing its capital structure, as originally planned. The scheduled 
cancellation date is February 27, 2026. 

Next, I would like to discuss the status of preparations for the merger scheduled for July 1, 2026.  

Yesterday, we announced personnel and organizational changes effective April 1 in a news release. 
Preparations are progressing smoothly as we work toward realizing the vision for the new company. We 
appreciate your continued expectations and support. That concludes today’s session. 

Moderator [M]: Thank you very much. 
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Question & Answer 

 

Moderator [M]: We would now like to begin the Q&A session. 

When it is your turn, the moderator will call your name. Please state your company name and your own name 
before asking your question. Please note that each person may ask a maximum of two questions. We will now 
start the Q&A session. 

Mr. Tanaka from Goldman Sachs, please go ahead with your question. 

Chikai Tanaka [Q]: This is Tanaka from Goldman Sachs. Thank you for giving me the opportunity to ask my 
questions. I have two questions. First, could you please explain the factors behind the decline in profits in the 
regional IT solutions segment? 

Even if all the unprofitable projects had been recognized in this segment in Q3, I believe profits would still 
have declined on an excluding basis. It would therefore be helpful if you could provide a separate explanation 
of the unprofitable projects themselves, including their cutovers, as well as the other factors that contributed 
to the overall decline in profit. This is my first point. 

Kawamura [A]: Yes, I understand. First, I would like to outline the main reasons for the decline in profits within 
the regional IT solutions segment. As for the breakdown, around JPY400 million of the previously mentioned 
unprofitable amount relates to this project in the regional IT segment. In addition, the decline was also 
influenced by several hundred million yen in lower profitability, resulting in a total impact of around JPY1 
billion. 

As outlined in the presentation materials, this project involves the simultaneous delivery of work to multiple 
public-sector clients based on a common theme. Due to the need for additional quality-related measures, as 
well as the unfortunate extension of parts of the project, we were unable to release personnel as planned. 
This has increased our costs and is the main reason for the lower profitability. 

We are taking all the necessary action at this stage, including engaging with customers, to prevent any further 
impact. Although this project generated an impact of around JPY1 billion this time, we intend to make up for 
this in Q4 and beyond. 

As the contracts involve multiple entities, some will be completed in March 2026, while others will take longer, 
extending into the fiscal year ending March 2028. We will continue to advance the project in line with the 
revised plan. That is all from me. 

Chikai Tanaka [Q]: Thank you. So, if I understand correctly, there is about JPY400 million tied up in 
unprofitable projects, and around JPY600 million tied up in projects that have become low-profit but are not 
yet unprofitable. In that context, are the end users broadly the same for all these projects? Am I right in 
thinking that they are all public-sector projects, all of which are being carried out under a common theme? 

Kawamura [A]: This is a public-sector project, so we will refrain from providing further details. The contracts 
span multiple entities, and together they result in the level of impact we explained today. 

Chikai Tanaka [Q]: As for your follow-up question, while I understand that the situation becomes clearer when 
we say, "public sector," what was the fundamental reason behind the overall unprofitability?  
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Kawamura [A]: As I mentioned earlier, the main factors were the additional costs required to address quality-
related issues and the increase in costs caused by our inability to reallocate personnel in a timely manner, 
despite the extension already being decided. These factors together led to the overall cost increase. 

Chikai Tanaka [Q]: Understood. Thank you.  

Second, and more importantly, software development in both the financial and industrial IT segments appears 
to be very weak, not only in Q3 but also on a cumulative basis, and is likely to be much weaker than the market 
average. 

In your earlier explanation, you mentioned various reactionary declines. Has there been any actual change in 
the number of enquiries? Alternatively, can we expect to see a clear return to positive growth in Q4, once 
these declines have run their course? I would be grateful for your final comments on the breakdown of these 
factors and your outlook. 

Kawamura [A]: Understood. First, as the situations in the financial and industrial IT segments differ, I will 
explain them separately. 

In the financial IT segment, we have been steadily securing orders for modernization projects, as I mentioned 
previously. These projects represent a positive contribution of around JPY2 billion. Conversely, orders from 
core clients in the credit card sector were subject to fluctuation, resulting in a negative impact and an overall 
decline. We will work to increase orders from newly acquired projects and from our core credit card clients. 
Our aim is to achieve a positive result in Q4. 

In industrial IT, a relatively large number of projects were recorded in Q3 of last year. We then experienced a 
decline in reaction to this, which we were unable to fully offset. Overall, our pipeline remains solid, including 
modernization projects. Although there is still some uncertainty, we hope to secure a healthy order backlog 
for the next fiscal year by building up orders firmly in Q4. Although there has been no significant change to 
the overall environment, we will continue to prioritize securing orders. That is all from me. 

Chikai Tanaka [Q]: Regarding the industrial IT segment, I don’t recall much mention of a reactionary decline 
from last year in the previous discussion. Looking at the numbers this time, how should we quantify the extent 
of that decline? My question relates specifically to the industrial IT segment. 

Kawamura [A]: In the industrial IT segment, we saw strong orders last year across a wide range of areas, 
including modernization and SAP projects. Although we were unable to communicate every detail at the time, 
the combined impact of these projects resulted in a reactionary decline of approximately JPY3 billion to JPY4 
billion, which contributed to this year’s negative performance. We are also seeing some softness in orders 
from our core clients, so we hope to recover in Q4 and offset this as much as possible. That is all from me. 

Chikai Tanaka [M]: Understood. Thank you very much. That is all from me. 

Kawamura [M]: Yes, I understand. 

Moderator [M]: Thank you very much. Next, we would like to take a question from Mr. Ueno of Daiwa 
Securities. 

Ueno [Q]: This is Ueno from Daiwa Securities. Sorry, this is just a quick follow-up on the same topic. Regarding 
industrial IT, pages eight and nine show the cumulative operating income for the regional IT solutions segment.  
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It shows a YoY increase of JPY1.58 billion. However, in the Q2 materials, the increase at that point was JPY2.49 
billion. So, based on that change, it appears that regional IT solutions posted a shortfall of about JPY910 million 
in Q3. 

Separately, focusing on the industrial IT segment, the cumulative operating income has declined. If we look 
only at the three-month period in Q3, should we understand the breakdown as you explained earlier—JPY400 
million in unprofitable projects plus several hundred million yen in low-profit projects—or were there 
additional negative factors beyond those? Looking solely at Q3, it appears to be a significant decline in profit. 

Kawamura [A]: As for the breakdown shown on pages eight and nine, it is exactly as you described, Mr. Ueno. 
As I mentioned earlier, there was a project with an impact of around JPY1 billion, and that has had a significant 
effect. Other areas have continued to perform steadily, but unfortunately, we were not able to offset the 
roughly JPY1 billion impacts, and that is what is reflected in the results. 

Ueno [Q]: On the point you just mentioned, if there was a JPY1 billion negative impact and the overall decline 
in profit is JPY900 million, does that mean that the other areas saw almost no growth? In other words, the 
increase was capped at around JPY100 million. 

Kawamura [A]: Yes, unfortunately the increase was limited to JPY100 million to JPY200 million, and we intend 
to recover this firmly going forward. 

Ueno [Q]: This is a two-year project, but that doesn’t mean that all of the future excess costs or cost overruns 
were fully provisioned in Q3, correct? 

Kawamura [A]: The project plan was revised, and additional costs were included as a result. All those costs 
have been incorporated into the current financial results. 

Ueno [Q]: Including the cutover portion scheduled two years from now. 

Kawamura [A]: Yes, we have recorded the necessary costs based on the new plan. 

Ueno [Q]: Since this is regional IT, for example, in areas such as the national health insurance system handled 
by INTEC or, in some cases, municipal LGWAN infrastructure where the same system is provided to multiple 
customers; if a discrepancy occurs, would it affect multiple customers simultaneously? 

Kawamura [A]: It is difficult to comment on each project individually, but since we are handling multiple 
public-sector projects that share common components, the impact extended across a relatively wide area. 
That is what led to the size of the impact this time.  

Ueno [Q]: In that case, rather than having several completely different issues occurring across multiple 
projects and causing individual cost overruns, is it correct to understand that the root cause is essentially one, 
and that if the standard portion is fixed, the issues across multiple projects can be addressed? 

Kawamura [A]: Yes, you may understand the root cause in that way. 

Ueno [Q]: Regarding this point, rather than the logic or specifications being wrong from the beginning, is it 
not the case that, once the necessary modifications have been made, performance will improve and support 
for multiple customers will be complete, meaning that the end is in sight? Or is it something where bugs will 
continue to appear no matter how much work is done? 

Kawamura [A]: In that sense, the main factor is the review of the overall project plan. We are taking 
appropriate quality measures on our side, so we do not have such concerns at this time. 
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Ueno [Q]: So, the landing point is visible, but the cost overruns associated with the extended response period 
will simply be recorded as expenses. Is that the right way to understand it? 

Kawamura [A]: Yes, these are the costs recorded based on the new project plan. 

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

Moderator [M]: Thank you. Next, we would like to take a question from Mr. Tanaka of BofA Securities. 

Hideaki Tanaka [Q]: This is Tanaka. I have two quick questions. First, with regard to industrial IT, you 
mentioned that orders have been weak and that growth among core clients has also been sluggish. Have you 
observed any signs of change or deterioration in demand for industrial IT and financial IT, both of which we 
consider to have core clients, under the current semi-macro environment? 

Kawamura [A]: For our core clients, we continue to provide solid support across a substantial portion of their 
business. Various factors are at play, such as the timing of projects and areas where we have not yet secured 
orders. Compared with last year, we are experiencing a slight decline in orders. 

We intend to recover this by proactively making proposals. Overall, we believe that this is an area in which 
we need to maintain a firm and consistent approach. 

Hideaki Tanaka [Q]: Understood. So, given the current circumstances, is it fair to say that things are essentially 
stable—neither growing nor shrinking—depending on whether your proposals are accepted? 

Kawamura [A]: Since these are our core clients, we are firmly maintaining the baseline level of business. On 
top of that, we aim to provide proposals that offer additional value, so that both sides can continue to grow 
together. 

Hideaki Tanaka [Q]: Understood. My second question is about margins. Even when unprofitable projects are 
excluded, the gross margin has been declining. While you have already explained the situation for regional IT, 
I believe that the gross margin in the offering services business segment has also been trending downward. 
Could you please explain the current situation and your outlook for the future? 

Kawamura [A]: There are several factors that are influencing the gross margin in the offering service business. 
As we explained in H1, one factor weighing on gross margin is the continued investment in platforms in the 
settlement area. While this has been a major driver of the decline in gross margin, we view it as a future 
investment and intend to continue investing steadily. 

In addition, the enterprise-related business, which performed strongly in H1, saw a temporary slowdown, and 
we believe this had a negative impact in Q3. Improving profitability remains a key priority for us. As we work 
to grow the top line, we will continue our efforts to ensure that we maintain and enhance profitability. 

Hideaki Tanaka [Q]: Thank you. When do you expect the burden of investing in the payment platform to ease 
and the profit margin to start improving? 

Kawamura [A]: As we have mentioned, we are investing around JPY1 billion this fiscal year as part of our 
efforts to prepare for future growth. For the next fiscal year, we are currently reviewing our annual plan, 
including whether to continue the investment and how we assess the future growth potential. We expect to 
provide further details in the new plan to be presented in Q4. 

Hideaki Tanaka [Q]: Thank you. That is all from me. 
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Moderator [M]: Thank you. As we are approaching the end of the session, we would like to take one last 
question. Mr. Koketsu from Citigroup Global Markets, please go ahead. 

Koketsu [Q]: This is Koketsu from Citigroup Global Markets. Thank you. I also have two quick questions. The 
first point is similar to Mr. Tanaka’s question, but my impression is that even after excluding the JPY600 million 
in unprofitable projects and the JPY1 billion including low-profit projects, the gross profit margin is still down 
by about 0.3 percentage points YoY. Could you explain whether this is due to wage increases related to 
human-resource investment, or what factors are behind the decline in gross margin? 

Kawamura [A]: Thank you. In this area, we expect to increase our human-resource investment by JPY2.5 
billion for the full year, and we view this as a solid upfront investment. We intend to translate this investment 
into greater value for our customers and generate returns accordingly. 

As I mentioned earlier, platform-related investments and the impact of low-margin projects have also 
contributed to a slight slowdown in growth. We recognize that the improvement in gross margin is still 
insufficient, and as we enhance the value we deliver to customers, we aim to raise our gross margin. Since 
our original target was 30%, we hope to make steady step-by-step progress toward that level. 

Koketsu [Q]: Thank you. Second, even excluding the JPY1 billion low-profit project, the increase in operating 
income appears to be quite limited. I am wondering whether there were any other factors besides the JPY1 
billion impact, and I also get the impression that the revenue growth rate is somewhat soft. Could you explain 
the profit and revenue trends in the regional IT solutions business? 

Kawamura [A]: As for the projects I mentioned earlier, as well as our other businesses overall, the increase in 
profit was limited to around JPY200 million. In terms of overall orders, we continue to see strong demand 
from our core customers, particularly in the financial sector, and we believe our business activities remain on 
track. 

Orders from medical, other manufacturing and distribution sectors, as well as from small and midsize 
enterprises, have also remained solid. However, the level of orders was still not sufficient to fully recover from 
the negative impact. 

We simply need to continue building up orders, and since there are no major changes in the overall business 
environment, our focus is on avoiding unprofitable projects and working to bring Q4 results—both revenue 
and profit—back to the high level we achieved last year, particularly in solutions for the health care sector. 
That is all from me. 

Koketsu [M]: Thank you very much for your thorough responses. That concludes my questions. 

Moderator [M]: Thank you very much. This concludes the question-and-answer session.  

Finally, we would like to invite Mr. Kawamura to offer a few closing remarks. 

Kawamura: Thank you for joining the TIS Inc. financial results conference call for Q3 of the fiscal year ending 
March 2026. We appreciate your time and participation today. If you have any further questions, please feel 
free to contact our IR team during individual interviews or by phone. We appreciate your continued support. 

Moderator [M]: This concludes today’s conference call. Thank you for your participation. 

[END] 

______________ 
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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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