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Presentation
Hagiwara: I am Toshihiro Hagiwara, CFO of TechnoPro Holdings, Inc. Thank you for attending our financial
results briefing today. On July 1, I assumed the position of CFO and from now on will be in charge of the
financial results briefing. In addition to the usual slides, we have prepared several new slides to explain the
financial results for the fiscal year. We will continue to improve our disclosure of information in order to
provide investors with as much information as possible.

First, I will the results for the fiscal year ending June 30, 2019. Net sales for the full year increased 23.7% to
144.2 billion yen, operating income increased 22.3% to 13.7 billion yen, and net income increased 13.9% to
9.683 billion yen, exceeding the guidance announced at the beginning of the fiscal year.
Income attributable to owners of the parent excluding minority interests is presented in Profit attributable to
owners of the parent as referred to in today's slides and financial results briefing. In the table, we have added
Adjusted Operating Income and Adjusted Net Income for the first time. Adjustments have been made because
special items arose in this year's financial results due to impairment losses on overseas M&A projects and the
impact of the introduction of pro forma standard taxation. We will explain in more detail later. Adjusted
operating income was 14.3 billion yen and adjusted net income was 9.5 billion yen, excluding the impact of
such special items.

Sales and operating income by quarter are shown on page three. Net sales increased year on year in each
quarter. The year‐on‐year growth rate of operating income for the fourth quarter was extremely low at 0.6%.
This reflects the negative impact of more than 500 million yen of special items in this quarter. Without the
special items, Q4 growth would be 21%, roughly the same as in Q3.
We believe it is more useful to present the effects of organic growth and M&A separately this time. This is
only on a full‐year basis, but we have classified the companies acquired in the fiscal years ended June 30, 2018
and June 30, 2019 as M&A companies and have shaded them. In the fiscal year ended June 30, 2019, the
performance of companies acquired in the fiscal year ended June 30, 2018 will make a full contribution
throughout the year, and the rate of growth will be extremely large. On an organic basis, sales rose 15.1%, to
128.8 billion yen, from 111.9 billion yen. On the other hand, sales from M&A companies rose by a factor of
about 3.4 times, from 4.5 billion yen to 15.3 billion yen.
Operating income grew organically by 13.2%, from 10.8 billion yen to 12.2 billion yen. The rate of growth in
operating income seems to be small compared to the 15.1% increase in net sales, but this is also due to the
negative impact of special items. On a business basis, profits are growing at the same level as net sales. The
figure for M&A companies increased from 300 million yen to 1.4 billion yen, roughly quadrupling. All profits
are included in operating income, including those of overseas companies that are not 100% owned.

Page four has the business segment results. Our disclosure so far has been classified into two core subsidiaries,
TechnoPro Corporation and TechnoPro Construction Corporation, as well as other subsidiaries in Japan,
including those acquired through M&A, overseas subsidiaries, and holding companies. However, in order to
enhance the disclosure of future segment information, we have classified these subsidiaries into overseas and
headquarters functions that operate in China, Singapore, and the United Kingdom. We also have domestic
subsidiaries that consist of subsidiaries such as R&D outsourcing centering on TechnoPro, construction
management outsourcing centering on TechnoPro Construction, and recruitment placement and education
businesses.

For the classification of business units, please refer to page five. Sales and operating income in the overseas
business increased significantly due to M&A. The Chinese subsidiary, which originally belonged to our group,
also contributed significantly. In addition to cultivating local subsidiaries for our domestic customers, we have
also begun to function as an offshoring base. Global collaboration with domestic customers is one of our
strengths and we would like to actively expand these initiatives to include Helius Technologies Pte Ltd and
Orion Managed Services Ltd, which have recently joined the Group.

Please refer to page six. This information pertains to Singapore‐based Helius Technologies Pte Ltd. We have
conducted 13 M&A deals over the last 5 years since our listing. This is the first time that we have recorded
impairment losses. As management, we would like to reflect deeply on this and use this bitter experience to
improve.
In March 2018, the Company acquired 51% of Helius shares from its founder for approximately 2.6 billion yen.
The founder holds the remaining 49% of the shares while continuing to operate. He has put options to sell the
remaining shares to us in five years. The exercise price of the options is determined by the five‐year profit
level and the applicable multiples. In our overseas acquisitions, as is the case with Orion in the United Kingdom,
we have used this structure to reduce initial investments and risk exposures, as well as to incentivize founders
and reduce local management risk.
Helius was a growing company with an EBITDA margin of 12% on a pre‐acquisition basis and we were able to
acquire it at eight times the EBITDA ratio. However, it was exposed to concentration risk, as about 80% of its
sales were to its largest client, Singapore’s DBS Bank Ltd. In addition, the model of dispatching personnel from
India to Singapore entails the risk of being impacted by immigration regulations in Singapore, and we were
able to recognize these two risks in advance in due diligence. Therefore, we did not acquire 100% of our shares
from the outset and the put option price of the remaining shares changed depending on performance.
However, at PMI, the Company was unable to cope with these risks in time. As a result, the unit price of DBS
gradually fell and transactions were reduced. This led to the recording of impairment losses.
In the fiscal year ending June 30, 2019, we recorded a profit of approximately 500 million yen and secured a
margin of 9.5%. However, in the fiscal year ending June 30, 2020, we expect profit to decline to 300 million
yen and margins to decline to 6%. Achieving the targets in the current fiscal year is a prerequisite. As stated
in the Turnaround Plan, in addition to strict KPI controls, we will strive to revitalize Helius with the cooperation

of our Chinese subsidiaries. With the directors in charge of our overseas businesses, we aim to introduce
models that have been successful in our Chinese subsidiaries, such as strengthening cooperation with our
domestic client base.
Although the profitability of Helius continues to decline, we do not expect it to fall into the red in the future.
In our plans for the current fiscal year we see this as a bottoming‐out, and we will present information about
the status of Helius to our investors at least semiannually.

Page seven presents a waterfall chart of the three items, including the impairment from Helius, and operating
income.
The first is related to the aforementioned Helius. Due to the partial contraction of transactions with DBS, the
impairment of customer‐related PPA assets linked to DBS was 1.1 billion yen. The impairment of goodwill was
570 million yen, which could not be offset by the impairment of PPA assets linked to DBS. On the other hand,
the Company recognized the fair value of the 49% interest to be purchased by exercising the put option in the
future as an obligation on the balance sheet. However, due to the deterioration in business performance, the
Company recognized a gain of 1.36 billion yen from the revaluation of the fair value. Together, the effect on
operating income is negative 313 million yen. These are recorded in other income and other expenses
following SG&A expenses under International Accounting Standards. This impacted operating income.
The second is Boyd & Moore Executive Search, or BMES, which operates high‐class recruitment consulting
services in Japan and abroad. In July 2017, just 2 years ago, we acquired 100% of the shares. A portion of
shares was used for the purchase. However, this transaction is a so‐called earn‐out clause, in which payments
are made in arrears depending on performance over the three‐year period up to February 2020. Earn‐out
liabilities were recorded based on the assumed achievement rate of 110%. However, considering the results
up to now, the achievement rate is likely to be only around 100%. Accordingly, the Company has partially
written off its liabilities and recorded a profit of 110 million yen. This is also counted as a factor affecting
operating income.
Third, we will introduce pro forma standard taxation for our core subsidiary, TechnoPro. In the fiscal year
ended June 30, 2018, the Company considered other tax planning measures because it had run out of tax loss
carryforwards. From the fiscal year under review, however, the Company's capital exceeded 100 million yen
and became a corporation subject to pro forma taxation. Although technical explanations are omitted, the
amount of income taxes paid is reduced and tax effects are expected in the future. Incidentally, the legally

mandated implementation rate declines from 34.6% to 30.6%. However, the portion of corporate enterprise
tax that is levied on a non‐income basis is the item of taxes and public dues and is recorded in SGA instead of
profit before income taxes. As a result, operating income is reduced by 325 million yen.
The impact of these 3 items is a total of negative 529 million yen, but without these items, operating income
before adjustments would be 14.268 billion yen, as shown in the second column from the left.

This is followed by page eight. Similarly, this is a waterfall chart of net income. As shown in the previous slide,
Helius, special item 1, had a negative operating income of 313 million yen. However, the impairment of PPA
assets is tax‐deductible. Additionally, the 49% minority shareholders will also bear this loss, which has a
positive effect of 636 million yen. Taking all of these factors into account, net income for the year will increase
by 322 million yen due to Helius.
The impact of BMES under Special Item 2 is 110 million yen.
Regarding the pro forma standard taxation under Special Item 3, the amount of corporate enterprise tax paid
in the fiscal year ended June 30, 2019 decreased by 241 million yen on a cash basis, and net income increased
accordingly. However, a portion of deferred tax assets was reversed as a result of a decrease in the effective
tax rate, resulting in a net loss of 496 million yen, although there is no cash outflow for the fiscal year under
review. Due to the tax system, net income for the fiscal year decreased by 255 million yen. From the fiscal
year ending June 30, 2020, the introduction of pro forma standard taxation will have a negative impact on
operating income. However, compared with the case without the introduction, the amount of corporate
enterprise tax paid will decrease by about 200 million yen annually, and net income will increase accordingly.

Page nine shows the balance sheet and cash flows. Although a large amount of goodwill and PPA assets are
recorded, the Company has a net cash position of 12 billion yen. Because the ratio of operating income to
borrowings and our depreciation and amortization are small, the EBITDA ratio is about 0.67. Therefore, we
believe that even if there is further M&A activity, which will contribute to our growth, we have ample
borrowing capacity.

Page 10 shows a list of goodwill, etc. recorded through M&A as of the end of June 2019. Figures for Helius
and BMES are calculated after the treatment of special items in the current fiscal year. I mentioned that the
Company acquired a 51% stake of Helius for approximately 2.6 billion yen, but the remaining 49% of the put‐
option obligation is currently recognized as 1.7 billion yen. In terms of Helius' performance today, it has been
bought at a premium. Looking ahead, we intend to recover this loss through a variety of initiatives.
In his presentation of the medium‐term management plan, the CEO, Mr. Nishio, will give a detailed review of
M&A, the M&A structure in the future, and initiatives for global collaboration.

Pages 11 to 15 are the usual KPI analyses. On page 11, in the fiscal year ended June 30, 2019, the number of
engineers increased by 2,496, which is in line with the previous fiscal year. The average annual occupancy rate
declined by about 0.2%, from 95.7% to 95.5%, but this is within our 95% to 96% comfortable range.

Page 12 shows trends in recruitment and turnover. For each of the past two years, we have been able to
recruit more than 4,000 engineers, and we have been able to recruit more than a thousand new graduates in
April. The turnover rate of permanent employees rose by 0.2 percentage points to 8.3%. We believe that the
turnover rate is one of the most important KPI indicators. By working to improve employee satisfaction, we
will continue working to achieve our current goal of 8% or less.

Page 13 shows the portfolio by technology area. Our particular strengths are IT systems, biotechnology,
machinery and construction, showing good progress in diversification. We have been able to grow in all areas.
Growth in the field of IT engineers, whose share of assigned engineers has reached nearly 50%, has been
particularly remarkable.

Page 14 lists the last five years’ worth of annual data. As the CAGR shows, the IT field is growing at an annual
rate of 20%. In the construction field, where there is an extreme lack of human resources, we have recruited
and trained new graduates and inexperienced personnel. We also begun full‐fledged initiatives two years ago
to develop construction management engineers. As a result, we achieved growth of 12.4%. While the IT and
construction sectors will benefit from this tailwind, in the machinery sector we will focus on increasing added
value through education and training as well as alliances. We will also look at initiatives to raise unit prices. In
the chemicals sector, which has over a thousand employees, we will focus on expanding projects under
consignment.

Page 15 shows a breakdown of our assigned engineers by industry. This is also increasing in all industries.

Page 16 shows trends in unit sales prices. Unit sales prices remained almost unchanged from the previous
year due to an increase in contract unit prices and base charges resulting from a shift‐up and charge‐up. This
is despite a decrease in working days due to a long Golden Week, a decrease in overtime work hours due to
work style reforms, and the hiring of more than a thousand new graduates.
As shown in the above slide, in B, the average contract price of existing temporary technicians is around 3%
higher in each quarter compared with the previous year. Although working days and overtime hours are out
of our control, we believe that through our strategy, we can control the contract unit price. We will continue
working to do so.
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Page 17 provides guidance for the current fiscal year. Not including results from new M&A, we forecast an
11.0% increase in net sales to 160 billion yen, an 11.4% increase in operating income to 15.3 billion yen, and
a 4.3% increase in net income to 10.1 billion yen. The operating income of 15.3 billion yen includes an increase
in SG&A expenses of approximately 400 million yen due to the application of pro forma standard taxation.
Therefore, if the pro forma standard taxation had not been applied, operating income would be 15.7 billion
yen.

Page 18 shows the trends in our EPS and dividends since listing. Our dividend payout ratio has been
maintained at 50%, and we have achieved sustainable growth. In the previous fiscal year, there was a dividend
payout of 134 yen per share. In the current fiscal year, we plan a dividend payout of 140 yen per share, an
increase of 4.5%. Since the share repurchase program announced in November last year is still operating, we
will respond flexibly while paying attention to share prices.

Finally, page 19 shows the capital policies announced in our medium‐term management plan. Of the four
strategies, one is a dividend payout ratio of 50%. The second is sustainable growth in earnings per share. Both
of these are mindful of total return on equity, or Total Shareholder Return. The third is an ROE of 20% or
higher, and the fourth is a debt‐to‐equity ratio of less than 1.0.
Assuming for the purpose of calculating ROIC that after‐tax operating income equals net income, dividing ROE
by the D/E ratio plus one gives the ROIC. The ROIC would always be 10% or more as long as policies three and
four above were followed simultaneously.
In terms of creating value, ROIC needs to exceed the cost of capital. Our cost of capital, which was discussed
at the Board of Directors meeting in June at the end of the fiscal year, is at 7.2%. Therefore, we believe that
the goal of a minimum ROIC of 10% is reasonable for management, even if we consider country risk in cross‐
border M&As.
However, if initially the ROIC is less than 10% and we make no investment, growth will be hindered, and we
will be forced to cut costs in a balanced contraction. Although M&A is a major investment for us, even if the
ROIC at the time of investment is less than 10%, we will continue to consider how we can achieve 10% by
improving management and realizing synergies. We will make investment decisions and PMIs based on strict
discipline.
The ROIC performance of companies acquired through M&A will be explained by Mr. Nishio in the medium‐
term management plan. This concludes my presentation. Thank you.

Nishio: The new CFO, Mr. Hagiwara, explained the financial results for the previous fiscal year, including new
information. We have received various inquiries from many investors regarding the change of CFO. Regarding
the question of whether a new CFO means a change in capital policy, I am sure you now appreciate that is not
the case, and there is no change. I would like to express my deepest appreciation to all those who were
concerned about the timing of the change.
Today, therefore, I would like to spend some time at the beginning of this briefing and explain directly the
background behind this change in CFO. The reason for the change of CFO is extremely simple, and it is part of
a phased generational change. The Board of Directors currently consists of 12 directors and corporate auditors.
I will be 68 years old at the end of this year, so we have already created a succession plan for the CEO and
have selected a number of candidates from within the company. Over the next year or two, the Nomination
and Compensation Advisory Committee will focus on those who will be future leaders of the TechnoPro Group.
The candidates for the next generation of CEOs are now in their 40s and early 50s. The members of the
Nomination and Compensation Advisory Committee felt that looking 5 to 10 years into the future, we would
need personnel from a younger generation.
Fortunately, there are several CEO candidates within our group, but unfortunately there are no suitable CFO
candidates within the group. We have had to hire from outside the group. The members of the Nomination
and Compensation Advisory Committee were all in agreement about the choice. When it comes to inviting
people from outside the company, it is difficult to find the right people. However, we had obtained
information that the new CFO, Mr. Hagiwara, was moving on from his previous position, so we approached
him.
The reason for this is that from 2008 to 2012, Hagiwara was the head of an investment fund that was a
shareholder of the Goodwill Group, the predecessor to our group. Hagiwara and many executives, including
myself, worked together in revitalizing the Group's business at the time and thereafter. Therefore, I am well
aware of his abilities, and I believe that all members, including the Board of Directors and the executives who
manage the Group, agree unanimously that he is a fine choice as a CFO, who will help manage the Group for
the next 10 years.
As for the timing issue, we settled our accounts in June. In addition, I wanted a new CFO to start at the planning
stage of the new fiscal year. I wanted the new position to start in May. After a handover from Mr. Sato, Mr.
Hagiwara was formally appointed CFO in July. I would now like to explain the progress of the medium‐term
management plan.
Slides three to five are the main content of the current Mid‐term Management Plan. I would like to explain
the progress of M&A and business joint ventures on slide six.

Our Group's M&A and business alliances are based on the three main growth strategies of the Medium‐Term
Management Plan. 10 new companies have joined the Group over the two‐year period from FY2018, the first
year of the medium‐term management plan, to FY2019.
In this table, we classify the 10 M&A companies and their major business alliance partners in a matrix of
management strategies on the vertical axis and technology fields on the horizontal axis. I believe that we have
been conducting M&A and forming business alliances mainly with companies that contribute to increasing
the added value of the Group's businesses. Going forward, we will continue to actively pursue corporate
acquisitions and business alliances as long as there are good companies in this field.

Slide seven shows the amounts invested in M&A for the past two years and the ROIC for each field. Invested
capital is 9.5 billion yen, excluding the 1.5‐billion‐yen acquisition of the three companies that have been
merged with TechnoPro Inc. The after‐tax operating profit contributed 823 million yen to this amount last
year. Consequently, the ROIC for the previous fiscal year averaged 8.6%. As explained earlier by Mr. Hagiwara,
we estimate that our current cost of capital is 7.2%. As a result of this M&A, we believe that the investment
has exceeded the cost of capital.
Excluding the M&A activity, which has been carried out to support our core business of engineer staffing, the
only company in the previous matrix remains the core business. Its ROIC is expected to be more than the 10%
target.
On the other hand, although I’m saying that we’re conducting M&A in order to expand our high value‐added
business, the ROIC in this area is 7.5%, which is almost the same as the cost of equity. This is partly due to the
fact that the business is aimed at increasing the added value of the Group as a whole in the future. Therefore,
I think that we are acquiring at a slight premium.
However, looking at individual businesses, operating profit by company is generally higher than that of the
core business. If we can buy a company at a low price, it may seem as if it would be a good thing to buy it, but
in reality, this is not the case. Therefore, the entire group will utilize its customer base after an acquisition,
and then utilize engineers. In addition, we would like to see all employees of companies that have joined the
Group through mergers and acquisitions work together to improve profitability.

Please refer to Slide eight for a description of the future M&A policy. In the past, our M&A activities focused
on introductions from the market, and the department in charge of M&A activities played a central role. As a
result, I believe that there was a lack of involvement in each business division that creates synergies in actual
business areas. Therefore, it may take some time for us to realize M&A in the future. In addition to our active
approach to target companies that we really need, it has been suggested to us by the new chief financial
officer to make investment decisions with a constant awareness of post‐acquisition ROIC. This is something
for me to reflect on.
The new Chief Financial Officer is fervently pursuing WACC and ROIC, and I too am becoming more and more
familiar with it. As a result, today’s presentation may be a little different from the previous briefings. By doing
so, we have strengthened our collaborative structure after acquisitions by deepening the degree of
involvement of business divisions in M&A. We are also able to realize the effects of an acquisition at an early
stage. In particular, in the case of overseas M&A, this is not a style of leaving it up to the local management
team. We are also actively recruiting personnel with a wealth of experience in international affairs, which is
necessary for us to conduct business operations in a unified manner.

Please refer to the following slide. The progress of our business strategy of achieving stable growth in our core
businesses is evident in the two core companies of the Group, TechnoPro Inc. and TechnoPro Construction
Inc. Consider the number of employees, allocated engineers, and those in strategic fields. Our role is in
estimating trends in the number of engineers in important technological fields over the medium to long term.
I think you can appreciate that business is proceeding very smoothly.

On the left side of Slide 10, we show the progress made in promoting higher added value outside of M&A.
First, as you can see on the left, the contract services and subcontracting business, which I would like to
increase significantly, exceeded 20 billion yen in sales for the first time in the previous fiscal year. This area’s
share of total sales is approaching 15%, and the growth rate has exceeded 20% in the past. Profitability has
also improved dramatically year over year, and I believe this field is steadily expanding.
Next, as shown in Slide 10, I would like to talk about the development of so‐called data scientists and other
personnel who are in high demand in Japan over the medium to long term, which we discussed in the last
briefing, and the progress of this development. We started this activity 2 years ago and initially had minimal
sales, but it has gradually increased, and we believe that this fiscal year, sales will exceed 2 billion yen.
Unfortunately, for more than half a year, we have been paying salaries without income, so last year's report
shows that we are still in the red in this area. This year, we have finally reached a breakeven level, and we are
looking forward to the future.

Please refer to slide 11. I would like to comment on our global strategy. We are at the root of the TechnoPro
Group's group strategy, which is to support domestic and overseas technological development and research.
We are serving more than 2,000 Japanese customers. Based on this policy, we will continue to cooperate
more closely with our overseas group companies in the future.
In the earnings briefing section, we explained the impairment associated with the Singapore company Helius.
I would like to say a word about this matter. In fact, the Board of Directors that approved the acquisition,
mainly the independent directors, also pointed out that there was a concentration risk. To answer this
question, many engineers from Helius have moved to DBS and have been assigned to several key positions in
the Systems Division of the Bank. In this sense, the business and human relationships are so strong that
transactions will not easily shrink.
Therefore, as explained, the DBS transactions make up 80%, and if we can introduce a new project, sales and
profits will increase steadily.
On the other hand, in order to hedge against risks and based on the advice of the independent directors, we
have limited the acquisition to 51% of the shares. In fact, the independent directors suggested 50% plus one
share. There was a real opinion that if you wanted to take a majority, that would be the best way. I didn’t see
much of a difference, so I told them that 51% would be fine, but I am regretting that now because it would
have saved us tens of millions of yen. Therefore, the Board of Directors finally approved the remaining shares
by introducing a mechanism in which the value of the remaining shares fluctuates depending on the results
after the acquisition.
However, it is said that the top management of DBS has changed the policy. In other words, Singapore is also
having difficulties in human resources. In that sense, the directive seems to have been to reduce the weight
of development in Singapore and increase the weight of development in other countries. In this sense, our

group has been diversifying our customers on a daily basis, and the risks are low. However, I am regretting
not taking this concentration risk issue more seriously.
If forced to speak bluntly, as I mentioned earlier, there will not be a deficit. In addition, if DBS continued to be
a major customer, Helius' management team might not have gained momentum in expanding transactions
and expanding business with Japanese and Southeast Asian customers. In a sense, I would like to say that this
event will lead to a turnaround and into a success. By positioning Helius as a major base of the TechnoPro
Group in Southeast Asia, I hope that the local management team will take a very serious stance toward close
collaboration with the TechnoPro Group.

With regard to slide 12 and 13, we discuss the progress of the information system. This is the fourth part of
our company strategy. First of all, in the field of business platforms utilizing the latest technologies, we
introduced a company‐wide LMS in May last year. In addition to creating a considerable amount of e‐learning
content within it, we have begun full‐scale operation of our recruitment system.
My Portal has also begun test operations for individual engineers in some departments. I think that the pace
of adoption will lag somewhat behind our initial expectations. However, based on a variety of analyses that
utilize AI, we plan to evolve into the use of AI for assessment at the time of recruitment, optimal matching,
and retention.

Moving on to Slide 13. Although not predicted under the current medium‐term management plan, operational
efficiency has deteriorated slightly as a result of the large‐scale recruitment of engineers last year. We have
started a wide‐ranging review of our core systems from January of this year. We are planning to start full‐
fledged development from next year.

This slide summarizes our thinking on the concept of the same wage for the same labor. We have received
some questions about this recently. There is no problem with the same wage for the same employees if it is
to achieve a balance between regular and non‐regular employee treatment within the same company.
However, we will start a system in April next year that balances the treatment of our employees with that of
our customers' employees, despite the fact that they are our regular employees.
We have already estimated the cost impact, and considering the wage level of our engineers today, we do not
expect to incur significant additional costs. However, the treatment of Japanese engineers is lower than that
of other countries, even ignoring the issue of compliance with the law. In addition, considering the positive
effects on future recruitment and further reductions in turnover rate, we have shown some sales profit and
loss figures for the next three years or so. However, we are currently planning to spend a total of about 3
billion yen as additional costs to improve the treatment of engineers.

Finally, slide 15. As you are aware, the Company sales target for this financial year is 160 billion yen, which is
the same as the sales target for the 2022 financial year in the current medium‐term management plan. For
this reason, we have not made any particular change to our strategy, but we have revised our targets for the
fifth year.
The sales target for 2022 is now 192 billion yen, the figure for operating income is 19 billion yen, and the figure
for net income is 12.5 billion yen. Of course, this is organic growth, and as we always say, we are basically
focused on increasing sales and profit at an annual rate of 10%. Naturally, the growth in sales and profits from
M&A will be added to this, so I am confident that sales in 2022 will slightly exceed 200 billion yen.
In addition, we have only revised the numerical targets on this occasion, but with the announcement of next
year's financial results, we plan to make some big changes. Along with the significant year‐on‐year changes in
business environment that have happened within the Group in recent years, we intend to completely
restructure our new medium‐term management plan. I would like to tell you about it today, but unfortunately,
we will have to wait a little longer. This is the end of my presentation.

Questions and answers

Questioner: Thank you for your presentation. I have two questions. First, I would like to talk about the
situation outside Japan. I understand that the current Helius situation has resulted in an impairment loss. Are
there any issues with any of the other subsidiaries that we should be paying attention to at present?
In addition, it was mentioned that the way M&A will be implemented will change in the future. If so, please
tell us about how this will affect activity in the 2020 fiscal year. Will the pace of activity be slower than in the
past, or will it stay the same?
Nishio: Thank you. This was from the ROIC M&A slide. I explained about Helius and the United Kingdom. There
was the slide with the matrix before. In the electronic machinery business, it is only Orion. The ROIC of Orion
is 10.4%. We are not worried about this situation because the business is being managed as expected.
Another major solidification is China. As explained by Mr. Hagiwara, some of our customers are Japanese
companies that have expanded into China. They then outsource projects from Japan for offshoring. However,
as we are enjoying very strong performance, we are not worried about this situation at all.
I would also like to talk about the speed of reviewing M&A policies. In short, it’s difficult to say. We may make
a bid and not be successful. Perhaps the pace of activity will be somewhat reduced. However, in terms of
money, I would like to maintain the same pace as in the past.
Questioner: Understood. Second, what is your approach to business performance for the current fiscal year?
Although in the slides you presented, the sales figures from the original medium‐term management plan and
the figures for the current fiscal year are the same, there is a bit of a difference in profits. In your explanation,
for example, there was a mention of pro forma standard taxation, and later there was an investment to
improve employee treatment. Would you tell us why the costs involved differ slightly from the medium‐term
plan forecasts?
In addition, it seems there was a change in external environment for the third and fourth quarter, particularly
in the manufacturing industry. I would be grateful if you could tell us your impression of the future outlook.
Nishio: If we can achieve sales of 160 billion yen this year, we can achieve the target two years ahead of
schedule. However, the pro forma standard tax issue has hit profits. I feel that the profit margin will decline
slightly compared to the fifth year of the medium‐term management plan. This is due to the fact that we have
seen a slight drop in profit like the previous Helius issue, and the fact that we are spending a little more money
to improve employee treatment.
When the plan was made, of course, there was no Helius issue or anything like that. In the next three years,
however, the number of initiatives to increase added value, as well as the data science and new solutions that
I just explained, will exceed 2 billion yen this year, from an initial base of 180 million yen. This is due to further
increases in the fourth and fifth years. There is an expectation for profits in that area. However, the
investment phrase is still a little hard to read, and the profit margin has been kept slightly firm. I would like to
explain the new medium‐term management plan in detail.
We also have an outlook for the current fiscal year. To put it honestly, the planning stage for the current fiscal
year is from April to June. When I look at the outlook for July and beyond this fiscal year, I believe that if I read
my opening comment in the newsletter later, I would say something somewhat pessimistic to the person who
wrote it. In particular, in machinery, electrical equipment, electronics, and industrial machinery, perhaps it is
better to keep the figures down. I feel a little uncertainty about chemicals and biotechnology also.

Looking at customer demand trends in recent years, however, I think that first of all, IT was extremely strong
in the previous fiscal year, and recruitment should go well. Some machinery industries are certainly getting
worse, but the automotive industry is also not good. In general, therefore, the normal equation is that a
decline in performance reduces R&D expenditures in an effort to reduce costs and consequently affects the
human resources business.
In the so‐called case field, where automobile companies are focusing very much on today, there is continuing
very strong investment and strong demand. Given that demand from other fields is also emerging, are things
really that bad? Conversely, perhaps the shortage of engineers in Japan is more severe than I thought.
In that sense, our growth in the machinery sector may also depend on recruitment. You don't have to worry
much about demand, but rather, you may have to think about the hiring side. As I have been saying, the
difficulty in machinery has been caused by the large number of people in IT. With a population of more than
1 million IT engineers and high levels of mobility, recruitment can be achieved, which can then be used to
meet large demand and grow.
Machinery has a tougher recruitment market. In particular, there are very few technologically skilled
individuals. Given this, the growth rate in the machinery area is still the lowest among our companies by sector
because it cannot grow as much. I just described the trend of operating engineers in each new field in the
briefing on financial results, but the number of operating engineers is low for machinery. On the other hand,
I would like to continue our efforts to raise prices and take positive measures in this respect.
Questioner: Thank you.
[End]

