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Presentation 

 

Nishimura: Hello, everyone. Thank you very much for taking time out of your busy schedule today to 
participate in the financial results briefing for the fiscal year ended June 2022 of AVANT Corporation. 

My name is Nishimura, from the Corporate Communications Office, and I will serve as moderator today. Thank 
you. 

The material to be used in today's briefing was uploaded to our website at 13:00. 

Today's speakers are Tetsuji Morikawa, President, Group CEO, and Naoyoshi Kasuga, Director, Group CFO. 

Today, we will first explain the progress of our mid-term management plan BE GLOBAL 2023 and our financial 
strategy for about 25 minutes. We will then take your questions. The entire meeting is scheduled to last 
approximately one hour. 

Now, Mr. Morikawa, President, Group CEO, will give an explanation. 

 

Morikawa: Hello, everyone. I am Morikawa of AVANT. I would like to begin by giving an update on the 
progress of our mid-term management plan. 
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First of all, FY2023, this fiscal year, is the final year of our current medium-term management plan. In general, 
net sales, operating income, ROE, and dividends are within the scope of the medium-term management plan. 
In terms of net sales, we have almost reached the point where we will be able to achieve the top range of the 
target in the medium-term management plan. On the other hand, we have not achieved targets for what we 
have been saying are strategically important, such as the recurring sales ratio and GPP, which is the sum of 
the sales growth rate and the operating income margin. 

Let me explain the background behind setting those goals in the first place. Our company originally started 
out in the software business, but in order to expand services to our customers and adapt to the business 
environment, we have been aiming for growth by placing a much stronger emphasis on services. 

At the same time, however, if we are to sustainably and continuously increase the value of our contribution 
to our customers, we must utilize software more and more and further enhance our ability to create our own 
software. From this perspective, we have incorporated the shift to the software business as a recurring sales 
ratio, a symbolic KPI, in our current medium-term management plan. In reality, however, market conditions 
are not so bad, including for services, and as a result, we have spent a lot of time on how to promote our 
current business, and as a result, we have not been able to make much progress in the structural 
transformation to the software business. 

 

This chart entitled BE GLOBAL 2023 was presented at the briefing on September 5, 2018. 

We have made relatively good progress in maximizing value of existing businesses, which is listed in the middle. 
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At the same time, however, we were unable to promote structural transformation while utilizing M&A and 
capital and business alliances. It is our regret that we were not strong enough to make investments in product 
development and business development in order to promote the software business, not only in M&A. 

 

In order to face up to the fact that we have not been able to make progress in structural transformation and 
to properly address and realize this point in the next medium-term management plan, we have spent a 
considerable amount of time during the last fiscal year since the end of the third year of the current medium-
term management plan to make arrangements for the next medium-term management plan. 

The first step in this process was to define the Group's materiality. I mentioned earlier that the M&A did not 
go well. Unless we clearly state from the perspective of the Group's management what management and 
strategic issues, we need to resolve in the first place, we will not be able to unify the activities of the entire 
group. To ensure the unification of the Group, the Group's management team began a year ago to determine 
what issues we really need to resolve, and we have had extensive discussions, including those from outside 
the Group, to determine the materiality. 

The points of helping to increase corporate value and becoming a software company, in other words, points 
that are currently not being realized, are clearly stated. 

Considering what is the most impactful value for our customers, if we provide value to our customers, we 
should aim to help them even increase their corporate value. This is what is meant by “helps increase 
corporate value.” 
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The other "be a software company" means that we should not simply make and sell software, but that each 
of us should enhance our ability to contribute to the future of our customers, and to do so, we should make 
more and more use of software. 

We will be committed to increasing corporate value from the perspective of maximizing the value of our 
contribution to our customers. We will be a software company from the perspective of improving each of our 
ability to contribute to our customers. We have established this materiality in order to further enhance these 
two abilities. 

 

After setting this materiality, we looked back at the various current situations and began to discuss whether 
we could continue as is or whether something had to change. As a first step, we decided that we should review 
the structure of our own group. 

The entire group has approximately 1,400 customers. For these customers, each group company has provided 
its own services, but it is more useful for customers to receive proposals from the Group as a whole, rather 
than from separate companies. 

From this perspective, we felt it was necessary to review the structure to make it more useful to our customers, 
taking advantage of the strengths of the entire group. 

Another point is that up to now, we have been structuring our business by business model, dividing it into a 
company that does software business, a company that does BPO, and a company that does SI. In this case, 
the software development is put on the shoulders of one company that is involved in the software business. 
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We aim to create an environment where all companies can make more use of software and create it 
themselves. 

Diva integrates BPO and software business. Avant, a new business company that develops new solutions and 
makes the most of them while using other companies' products. And Zeal helps to set up the infrastructure, 
not simply for software but also for the training of people, to make the most of the data. 

Each incorporates software development into its business. We intend to realize the materiality with this 
structure. 

 

We have presented a rough overall view of what we will focus on through this reorganization this fiscal year. 

First, we will optimize the organization of the entire group in order to create a structure that will enable the 
entire group to make a solid contribution to customers through this materiality. Furthermore, we have started 
with a brand refresh to make it easier to understand and to ensure that all group members share the direction 
that we ourselves are aiming for and that we are contributing to our customers. 

This is a first step. While doing this, we will create a structure that will allow us to invest in human resources 
more horizontally than ever before, in order to create an environment for building people and organizations 
that can contribute to increasing corporate value for our customers. 

Furthermore, in order to become a company that helps improve corporate value, we ourselves will visualize 
the mechanism of how we perceive our own corporate value, and become a sort of test bed ourselves to show 
it. In the next mid-term business plan, we will visualize the mechanism, not just the figures. 
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In order to realize the materiality, we will not simply conduct mergers and acquisitions, but rather, we will 
make good use of capital. With a level of openness that is set apart from conventional one, we will create 
alliances with various companies to strengthen our management resources, which are critical and need to be 
shored up. 

We intend to promote the development of such an environment throughout the current fiscal year, and at 
the same time, we intend to develop products that will drive this vision across the Group. 

These are the three key points that will be pursued horizontally throughout the Group toward the materiality. 

 

In order to do this, it is necessary to set up people who will play a role in ensuring that the horizontal function. 
Last year, in addition to the CEO and CFO, we established group CXOs as a horizontal function. We intend to 
further strengthen this area and promote not only collaboration across the Group but also the creation of 
new things. 

Among other things, we have established a CHRO, a director in charge of the human resources department, 
which will lead the entire group. 

In addition, although we have not presented it here, we would like to promote investment in products, people, 
and other areas. Although we do not have a CPO for products at this time, we would like to accelerate product 
development policy making and investment promotion for the entire group under me, Morikawa, with the 
participation of product managers from each business company. 
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These are the arrangements for the new medium-term management plan that will begin in the next fiscal 
year. We spent the last year sorting out materiality, and will spend the current fiscal year building an 
organization that can truly transform its structure and the products that will lead to that transformation in 
the next fiscal year and beyond. We intend to grow and promote new businesses by stimulating investment 
more than before. 

That's all from me. Thank you very much. 

 

Kasuga: I am Kasuga, Group CFO. I would like to explain our financial strategy. 

First, I would like to discuss our full-year forecasts for the fiscal year ending June 30, 2023, the current fiscal 
year. 

For the current fiscal year, as mentioned earlier by the Group CEO, we are forecasting net sales of JPY21.8 
billion, which is close to the upper limit of the current mid-term plan. 

On the other hand, we expect operating income to be affected by costs associated with the reorganization of 
the Group, as well as costs for environmental improvements such as the promotion of the shift to cloud 
computing. After factoring in these costs, operating income is expected to decrease from the previous fiscal 
year. 

Another point is that although we are actually projecting an increase in ordinary income and income before 
income taxes compared to the previous year, the tax credits that were applied in the previous year may not 
be applied in the same way in the current year, so we are being conservative on this point and projecting a 
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slightly higher tax amount. Due to this, we are forecasting a slight decrease in net income for the current fiscal 
year. 

 

I mentioned that operating income is expected to decrease. The analysis is as shown. We recognize that we 
have maintained our ability to generate operating income of up to approximately JPY3.7 billion level in FY2023 
excluding the costs of restructuring. 

In the previous fiscal year, the operating margin was a little over 17%, and we now forecast an operating 
margin of 16.8% excluding the restructuring costs. In that sense, we recognize that profitability has not 
declined significantly. However, we expect restructuring costs to be a little more than JPY600 million, and 
when this is incorporated, the forecast is in the JPY3.1 billion range. 
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This is the position of the restructured company in the market as we plan our mid-term business plan for the 
next fiscal year. 

All of these companies are well positioned in a market that is expected to grow by 20% to 30%. 
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As I just mentioned, the restructured companies are all located in growth markets, and I will now explain how 
they will be used to increase corporate value. 

In a nutshell, we would like to contribute to the enhancement of corporate value by supporting management 
DX. To put it a little more simply, we would like to contribute in a form in which managers can actually see 
the data, obtain it in a timely manner, and make management decisions. 

We clarify the direction of our business subsidiary. For example, in this restructured company, divisions of 
several different companies are integrated, and therefore there will be perspectives that were not previously 
visible. There is also a review of whether certain products or solutions are not serving customers well. We 
intend to conduct such a review while at the same time putting in place a system that will allow us to 
concentrate on the development of products that will be our core in the future. 

In addition, the company Avant will be launching a new consulting business. We would like to differentiate 
ourselves from our competitors by the fact that we do not simply provide consulting, but can provide 
consulting and implementation at the same time. In order to strengthen the implementation-based consulting 
business, we would like to actively recruit such personnel. 

We would also like to make the most of our group's greatest asset, which is our 1,400 client companies. 

Until now, our customer service has been rather biased toward one department, but we would like to further 
expand our customer service through the restructured companies. For example, we would like to increase the 
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number of customers by having the corporate planning and even IT departments have contact with customers 
for services that were previously mainly provided by the finance and accounting department. 

At the same time, we will increase our contribution to each customer. As a result, we would like to increase 
sales per client. 

If we are able to implement the specific strategies we are going to formulate as a result of the above, we 
believe that we can aim for an average sales growth rate of about 20% over the next five years, the period of 
the next medium-term management plan. 

However, it is not enough to just aim for sales. We would like to newly define GPP, the sum of sales growth 
and EBITDA margin, which combines operating margin and amortization or depreciation. Our new discipline 
is to keep the new GPP above 40 points. 

However, in H1 of the next mid-term plan, we expect that upfront investments will be made. We hope to 
achieve more than 40 GPP points especially in H2 of the plan. 

As for capital strategy, we would like to aim for an average ROE of 20% or more during the next mid-term 
management plan period as in the current mid-term plan, and would like to use this as one of the guidelines 
for effective use of capital. 

The ratio of dividends to net assets will be explained later in the policy for returning profits to shareholders. 
The DOE is stated here as over 8%, but I will explain later. 
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I mentioned that we are aiming for 20% sales growth and 40 GPP points, but this is just the image we are 
currently portraying. 

If we factor in the possibility of upfront investment, we may see a slight decline in EBITDA margin at some 
point. However, we would like to eventually have an average sales growth rate of over 20%, which, combined 
with EBITDA margin, will result in a GPP of over 40%. 
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Next is the status of cash flow. 

This is the status of the term just ended. Net assets have exceeded JPY10 billion. 

As explained by the Group CEO, the acquisition of critical business assets is not necessarily limited to M&A. In 
the future, it may take the form of joint ventures or small investments. Cash and deposits are around JPY9 
billion as of the end of June. Even after deducting working capital, which is about twice the monthly sales, the 
Company is now in a situation where it has capital for future investment of between JPY6 billion and JPY7 
billion. 
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Finally, our policy of returning profits to shareholders. 

We would like to raise the dividend per share, keeping in mind the ratio of dividends to net assets. 

For the current fiscal year, FY2023, we are forecasting a dividend of JPY15 per share, an increase of JPY2 per 
share over the previous year. We have set a target of JPY15 per share as the dividend for the final year of the 
current medium-term plan, and we are aiming to meet this target at a minimum. 

That's all from me. 
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Question & Answer 

 

Nishimura [M]: We would now like to move on to the question-and-answer session. 

I will nominate you and ask you to unmute at that time, so you can unmute and start asking questions. Please 
ask one question at a time. 

If you have any questions, please raise your hand. 

Now, Mr./Ms. Sakemi from Norinchukin Zenkyoren Asset Management, please. 

Sakemi [Q]: My name is Sakemi from Norinchukin Zenkyoren Asset Management. Thank you very much for 
your explanation. 

I would like to ask about one thing. Your company is mainly engaged in the Group governance business, and I 
believe that your DivaSystem SMD for consolidated accounting originally had a large number of customers. 

In that context, you have increased net sales by about JPY3.5 billion in the five years since the fiscal year ended 
June 30, 2017. The number of customers has always been quite large and has not been growing so much, but 
sales have increased by JPY3.5 billion. I know that you have a lot of products, including some that are 
derivatives of DivaSystem. Can you tell us what has driven the increase in sales? 

Nishimura [A]: I think you are right that the number of customers is not the only factor. Sales from existing 
customers grow as they add more features, increase the number of licenses, and so on. The effect of 
DivaSystem sales increases is relatively large. 

This, combined with cross-selling with SMD and other systems, led to an increase in sales of JPY3.5 billion. 

Sakemi [Q]: Thank you. You mentioned an increase in numbers of licenses. Are you seeing that group 
companies of existing customers are adopting the system? 

Nishimura [A]: Yes, that's right. In some cases, as the number of companies in a group grows and more users 
use the system in subsidiaries, additional functions are adopted. 

Sakemi [Q]: Does the fee increase, like how much for the basic function, and how much for each additional 
function? 

Nishimura [A]: The easiest example would be the case in which you have adopted Japanese standards, but 
you will now newly adopt the international accounting standards, and therefore introduce a new system. 

Sakemi [Q]: Thank you. 

Can you give us a breakdown of the increase in sales over the past five years? 

Nishimura [M]: Per product? 

Sakemi [Q]: Yes. I wanted to get an idea of the breakdown. 

Nishimura [A]: As for the figures, we will contact you again separately. 

Sakemi [M]: Thank you. That's all from me. 
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Nishimura [M]: Thank you very much. 

Nishimura [M]: Do you have any questions? 

Mr./Ms. Hiramatsu of Tokio Marine Asset Management, pleas. 

Hiramatsu [Q]: Thank you very much for your explanation. However, without having heard your previous 
explanations, I think it would be difficult to understand today’s explanation. 

I think it is really a matter of determination of top management. I am sure it is difficult to switch to a new 
business while continuing to operate the existing business, and if you are serious about increasing the 
recurring sales ratio, you cannot afford to be too preoccupied with the existing business. As you mentioned 
before, don’t you have any intention to curb receipt of large project orders for the businesses that have no 
future, even if the man-month is good, and sell out it? 

You will accumulate medium-sized projects and move them to the cloud. I think the shift to cloud computing 
of Diva was still be less than 10% when I last heard about it. 

The next step is to strengthen cross-selling. Cross-selling was also done discretely when I heard before because 
you had only 360 customers. Will you switch to the recurring business even putting the brakes on existing 
businesses that are doing well? 

Morikawa [A]: If we go with an extension of the existing business structure, we will not be able to change the 
structure, so we changed the allocation of business assets and created a combination that is not an extension 
of the existing business structure. 

I think you are talking about the nature of the projects themselves that we receive orders for. We are changing 
the current structure of the Group itself to a business model that we intend to expand in the future, before 
we change the nature of projects. 

As a result of the change in structure, each of the businesses will accelerate the business that should grow the 
most. At that time, it is very likely that individual decisions will be made more strongly than before, for 
example, not to take on large custom projects. 

For products, we will not simply sell packages alone, but will combine them with BPO or strengthen sales in a 
manner that facilitates the accumulation of sales of the recurring business. We are taking the approach of 
changing the quality of deals after changing the business model. I know this is a bit confusing, but we are 
currently taking the approach of changing the characteristics of the projects we receive by changing such 
fundamentals. 

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

Also, you say you will contribute to the DX of the corporate management. However, Accenture and many 
other companies are doing that, while using SIers. 

Then you have to go upstream, you have to consult, and you have to be able to read the data and make 
proposals while doing DX. With numerous competitors and still using agents to compete for talent, you need 
to recruit 100 or 200 people each year. Furthermore, I am wondering how you will enter the market, where 
the repeat rate is said to be 95%. What are the decisive factors, special techniques, or strengths that make 
your company better than other companies in this area? 
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Morikawa [A]: I think our strength lies in the fact that we have narrowed down our business areas and are 
able to provide not only software but also BPO, SI, and other services for these narrowed-down areas. 

Large consulting firms offer a very broad range of consulting services. Corporate value has many different 
contexts, and no one has an approach like ours, which focuses on creating information that is genuinely useful 
for improving corporate value and providing it with pinpoint accuracy to those who can make proper use of 
it. We believe that we can strengthen our cooperative relationship with consulting firms in the future. 

A key point of differentiation is the area of information utilization. We focus on areas that are useful for 
increasing corporate value, and we provide services in a consistent manner. 

Hiramatsu [Q]: I understand. 

I cannot get an image of the software that integrates your company's know-how. You are not saying about 
Diva, aren’t you? You just mentioned that you create software in the areas you have narrowed down and that 
your company's employees use the software to contribute to increasing corporate value. For example, if we 
wait another year or so, what kind of software will be available? 

Morikawa [A]: It is not the world of ERP or something like that. The functions are divided into four major 
groups: the functions to collect data, the functions to make the collected date available, the functions to give 
a meaning to the available data, and the functions to deliver the data with meaning to the appropriate people. 

For example, for the collection of data, it is necessary to link data with various ERPs to collect data, to collect 
data with the data collection system of the consolidated accounting system, and to collect data by linking with 
planning and budgeting systems, etc. We are planning to strengthen this area by linking with a variety of 
existing products. 

On the other hand, there are quite a few areas where this gathered data is difficult to use, due to factors such 
as slightly different accounts or slightly different segmentations, when actually trying to use the data 
horizontally. To some extent, we have in-house expertise in the area of preparing this data, and I believe that 
the ability to automate this process and make the data available will be one of the themes we will be 
strengthening. 

As for giving meanings, there are various ways, such as the ROIC tree. We ourselves have begun to have 
software that can simulate and create such value trees. By implementing content for this, it will be possible 
to provide various templates such as ROIC trees and value trees. 

Regarding the functions to deliver, we will provide, for example, a mechanism to deliver data so that it can be 
used by the board, not just BI. From now on, we will create functional groups that do not exist, and those that 
do exist will be gathered from outside and combined. We are in the process of organizing our offerings in such 
a way that we can make proper proposals. 

Hiramatsu [M]: I understood it very well in concrete terms. If you make it, people will really want to use it. 
Right now, we are getting data from disparate sources, and we are not even able to integrate them. Mr. 
President, if you include Scope 2, GHG, and all the KPIs related to human capital, even I can immediately sell 
four or five projects. 

I really understood it clearly today. Thank you. 

Nishimura [M]: Thank you. 

Do you have any other questions? 
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There are no other questions, so this will be the end of the session. Thank you. 

Today's video will be archived on our website at a later date. We will also be uploading the scripted document 
for your use. 

Thank you all very much for taking time out of your busy schedules to join us today.  

Morikawa [M]: Thank you very much. 

[END] 

______________ 

Document Notes 

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

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

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
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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 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
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