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Presentation

Sato: Good evening everybody. I am Hiroshi Sato, the CFO. I would now like to present the financial results
using these materials.

Firstly, this is an overview of the results for the first quarter. Revenue increased 24.7% year on year to
33.334 billion yen, operating profit was similarly up 26.7% at 3.183 billion yen, and net profit attributable to
owners of the parent company increased 10.8% year on year to 2.082 billion yen. As we previously
announced, we began normalizing our tax rate this fiscal year and the tax rate increased by about 9%
compared to last year. The tax rate for Q1 this year was 32.9%; however, we were able to absorb that
increased tax burden to deliver a 10.8% increase in net profit.

The next page shows the results by business line on a managerial accounting basis. The business lines are
split as follows: the two domestic engineer staffing companies, other domestic companies, and overseas
companies. Headquarters functions lie with TechnoPro Holdings, so through appropriate proportional
distribution of the expenses pertaining to those functions, the result is shown as the contribution margin of
the two domestic engineer staffing companies in the bottom row of the upper table. That contribution
margin ratio is 10.2%, an improvement on last year’s figure of 9.9%.
Regarding the other domestic companies, each of these companies is independent, and as they each have
SGA, the OP margin of these companies is still quite low at 8.0%. However, the hiring companies in this
category will be gradually incorporated into the engineer staffing category, and in this way, the profit ratios
will increase.
Tomorrow, November 1, TechnoPro plans to absorb Techno Live, a company that was acquired last year.
Turning now to overseas companies, Boyd & Moore Executive Search is developing its business operations
globally, with locations in India and Singapore, which is why, as of last year, we have included Boyd & Moore
in the results shown for the overseas companies category. Our OP margin for overseas companies was
10.5%, up from only 1.0% last year. This increased OP margin for overseas companies is attributable to the
return to profit that we achieved in our Chinese business operations as well as both Boyd & Moore and
Helius achieving a profit margin in excess of 10%.

Page 4 shows the companies falling under each business unit. As at the end of September last year, the
company TechnoPro Embedded came under the category Others (Japan); however, as I mentioned earlier,
this company will be gradually absorbed, and as such, you can see that the structure as at the end of
September this year shows TechnoPro Embedded as absorbed by TechnoPro Holdings and is now included
in the engineer staffing category.
As I also mentioned earlier, Techno Live, which is listed towards the bottom of this chart, is scheduled to be
absorbed by TechnoPro Holdings tomorrow, November 1.

The next page shows our quarterly performance. As you can see, in this first quarter, our business
operations have developed very steadily.

The next page shows our P&L structure. Revenue increased 6.6 billion yen year on year, and the breakdown
of reasons for this increase is as follows: There was an impact of 3.7 billion yen due to an increase in the
number of engineers, there was an impact of 33 million yen due to an increase in unit sales price, which I
will cover in more detail a little bit later, and there was an impact of 2.8 billion yen due to M&A
contributions pertaining to the companies that came on board in the past year. One of the major factors for
the substantial growth in revenue this year is the fact that the revenues of companies that came on board in
the past year are included in the group’s revenue figure this time around.
The gross profit ratio improved 0.5 percentage points compared to last year. Breaking down this
improvement, there was a positive impact of 0.2 percentage points due to an increase in the utilization rate
of engineers, which I will also cover a little later, and there was a positive impact of 0.3 percentage points
due to other factors not related to engineer staffing. By other factors not related to engineer staffing, I’m
referring to the business operations of companies with completely different business models, such as Boyd
& Moore and PC Assist. The gross margin ratios of these companies are very high, which leads to results like
these.
Looking now at SG&A, total SG&A, including for the companies that we have acquired, is up 986 million yen.
However, in terms of its ratio to revenue, it is at roughly the same level as last year.

Moving now to the balance sheet. Total assets are 87.3 billion yen. As you can see, goodwill is slightly higher
this quarter due to M&As. Although the balance sheet shows a slight decrease in equity, this can be
explained by seasonality in first quarter. Operating profit for the first quarter was 2.08 billion yen, while at
the same time, we paid a dividend of 2.5 billion yen. Payment of this dividend is why equity is shown to have
slightly decreased.

The next page shows the number of engineers on payroll in Japan and the utilization rate of those
engineers. The number of engineers on payroll at the end of Q1 FY2019 was 17,212, up 415 from the end of
the previous year. Of those engineers, 809 were non‐Japanese. In addition to the number of engineers
shown here, there are also 994 engineers working at overseas subsidiaries.
The domestic average utilization rate is 96.2%, up 0.2 percentage points on the previous year, and we are
almost at full capacity. Of the other engineers, around 1% of them are assigned to work on education and
the remaining 3% are waiting on orders for the following month. This utilization rate indicates that we are
approaching our limits.

The next page shows the recruitment and turnover situation. We hired 870 people this quarter, a year on
year increase of 290, and this included the hiring of 35 people at TOQO. Turnover increased slightly, with
340 people leaving; however, the turnover rate in terms of full‐timers was 8.0% this quarter, a slight
improvement year on year from 9.0%.

The pie charts on this slide show the number of engineers assigned by technological field. The number of
assigned engineers has increased in all technological fields. This is especially true of software development,
a field in which there has been a large increase in the number of engineers assigned following our
acquisitions of EDELTA and PROBIZMO.

The next page shows the number of assigned engineers by industrial sector. As an added comment, I would
like to say that demand is sound in nearly all industrial sectors.

Page 12 shows the unit sales price. The unit sales price this quarter was 621,000 yen per month, an increase
of 0.1% (up 700 yen per month) year on year. In this quarter, there was an impact on the unit sales price of
7,000 yen per month due to fewer working days (down 0.2 days per month) and less over time (down 0.7
hours per month) than the previous year.
The contract price for existing employees increased by 15,000 yen per month. Additionally, there was a
decrease in the unit sales price of 11,000 yen per month, attributable to the assignment of new graduate
and early‐career recruits.
To summarize, the rate of increase in unit price for existing employees and existing engineers, the indicator
we are focussing on the most, was 3.0% this year. New graduate employees and employees who have joined
within the last three years accounted for 10.6% of all employees in this first quarter, up nearly 2% year on
year. This means that it is difficult for the unit price of the entire group to increase. We are focussing on this
3% figure, which is the rate of increase in the unit price of existing employees, and we believe that this
figure is a healthy figure.

Moving on, page 13 is about Orion Managed Services, a company that we acquired this month. Orion is a
staffing company with two locations in England. The company had annual revenue of 3.9 billion yen and
EBITDA of 300 million yen last fiscal year. We acquired 60% of the outstanding shares of Orion and the
current management of Orion will continue to work together with us to run the company.
Naturally, an aim of this acquisition is to expand our business operations in Europe; however, we also
believe that there are great possibilities for the engineers at our businesses in Singapore and India—
especially those in India.
The three businesses that we have overseas, Orion, Helius, and Boyd & Moore, are all located in
Commonwealth nations, and one of the big goals that we are considering for this venture is not so much
about mutual personnel exchange between these three businesses but about sending engineers from our
business in India to work in Singapore or England.

The next page is about goodwill, which is something that has recently often been talked about in the press
and the media. We were acquired by a private equity fund in the past, which is why at the time that we
were listed on the stock market, we had booked goodwill of 29.2 billion yen. We then continued to work on
M&As, and we currently have goodwill of 35.3 billion yen. Each year, we perform an impairment test to
compare the market value of goodwill with the book value, and as the current market value of goodwill is
five times the book value, we believe that we are in a very healthy position.
We are also able to allocate the goodwill of companies that we have newly acquired to our cash‐generating
unit, if the cash‐generating unit or cash model of such companies is the same as that of our current business
operations, which means that there is no concern of our healthy financial position being negatively
impacted.
The 2.4 billion yen for Others in the table is that of businesses with different cash models, such as Helius,
Boyd & Moore, and PC Assist. For these businesses with different models, we also amortize the purchase
price allocation. We currently have 2.9 billion yen of PPA recorded in our books and this is amortized over a
period of 10‐14 years, depending on the company. We believe that we are undertaking very sound financial
practices.

I would last like to introduce some of the highlights of Q1 FY2019. We plan to publish an integrated report
next month in November. In that integrated report, we plan to allocate more pages to explain non‐financial
information and particularly material issues. We recognize that human resources development is the most
important agenda for the TechnoPro Group, and as you can see on this slide, we have categorized the
material issues for the TechnoPro Group into four themes. For each theme, we will set and disclose KPIs and
we will follow up on these. We hope that you will read the integrated report once it is published next
month.
We are working very diligently to develop data scientists, and in addition to our partnership with ALBERT,
we have also commenced a partnership with i’s FACTORY. In addition, we made a presentation at Indian
Institutes of Technology Hyderabad to introduce the TechnoPro Group, and we are working hard to
promote recruitment.
If you also include Orion, the current ratio of non‐Japanese employees to total employees is approximately
10%.
This concludes my presentation. Thank you very much for your attention.

Question & Answer

Questioner: Thank you. I have two questions.
My first question is about profit margins. I understand that, on this occasion, there was a year on year
improvement in the gross profit margin of about 0.5 percentage points, factoring in the impact from
engineer staffing business; however, if the contribution from group companies other than those involved in
engineer staffing were to increase in the future, I’m interested to know to what extent you think the OP
margin could increase based on the current business model. So, in that sense, my first question is what is
the potential range of the increase in OP margin?
My second question is about the group’s M&A strategy. Looking at page 13 of the materials, I can see that
the group is working on M&As in Commonwealth nations; however, if the group continues to expand its
M&A activities, will it continue in this manner or is the group considering expanding into other overseas
locations as well?
Sato: Thank you for your questions. Firstly, in answer to your question about short‐term increases in profit
margins, as I explained earlier, the gross margin ratios of both Boyd & Moore and PC Assist are very strong,
and as the parent company is also expanding, we want to maintain this level.
As I explained earlier with respect to our overseas business operations, there has been a change in the
management of our Chinese business operations and we have acquired some good mid‐term customers, so
we are currently seeing a large improvement.
We also forecast that we will be able to secure an OP margin of over 10% for Helius Technologies. Based on
that, with respect to our other domestic companies with OP margins approaching 10%, if our gradual
absorption goes well, then in the short‐term, although we may not meet our year target of 10.0%, we may
still see a slight improvement.
We are already talking about increasing this target to 11% or 12% in the medium term, but if there is the
possibility of even slight improvements in the short term, then we would like to try to realize those
improvements.
In answer to your second question, about our M&A strategy, the regions we are currently focusing on are
Asia and those Commonwealth nations where English is spoken. While there are many potential candidate
businesses for our M&A activities in America, we are not currently considering expansion into America in
the short term. We first want to focus on Europe and then Asia. Given the chance, we would also like to
consider expanding into Australia. However, we are currently centering our focus on the Commonwealth
nations.
I hope this answers your questions.
Questioner: I would just like to ask one more thing regarding M&As. Does the group place any particular
restrictions on the fields that it branches into? For example, the company in Singapore that the group
acquired seems to be closely related to the field of IT software, while in comparison, Orion, the company
that the group has acquired on this occasion, seems to be more closely related to the field of mechanical
and electrical services. My impression, then, is that TechnoPro Group takes a comprehensive approach to

the fields of business that it branches into instead of focusing on specific fields. Is my understanding
correct?
Sato: I think that, first and foremost, we are aiming to provide technology services in a wide range of areas,
and thus we try to find dispatch companies and training companies that link with that aim.
Questioner: Thank you.
Sato: Thank you.
[END]

