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Presentation 
 

Moderator: We will start the financial results briefing for the fiscal year ended March 2019 for CRESCO LTD. 

First of all, I would like to introduce two people we have welcomed from the company. Mr. Hiroyuki Nemoto, 
President and Mr. Michiaki Yonezaki, Department Manager, Public Relations & IR Office. 

Today, Mr. Nemoto will give an explanation. Following his explanation, we will have time for a question and 
answer session. 

I believe you have a questionnaire at your disposal. Please fill out the questionnaire when you have time and 
leave it on your desk when you leave this room. 

Mr. Nemoto, please begin. 

Nemoto: I am Nemoto of CRESCO LTD. Thank you very much for your visit today. I'm going to use this power-
point presentation, which a copy was distributed to you. Based on this document, I would like to explain about 
20 minutes to 25 minutes, and then we would like to take questions. 

The highlight, here is the results for the previous fiscal year. 

 

As written here, the business environment is very good for our industry. Our clients are making stable IT 
investments. 
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Looking back on the last fiscal year, we saw a significant drop after go-live of a large-scale project of a financial 
company in the first half of the fiscal and due to unprofitable projects, both at the company and the 
subsidiaries. Therefore, 1Q and 2Q were behind schedule. 

In the second half, we took a considerable recovery measure, and as a result, as shown in the middle column, 
net sales were 35.2 billion yen, an year-on-year increase of 5.7%, operating income was 3.2 billion yen, an 
year-on-year increase of 3.7%, ordinary profit was 3.658 billion yen, a year-on-year increase of 4.8% and net 
income was 2.285 billion yen, an increase of 3.8%. We were able to achieve increases in both sales and profits. 

Nevertheless, only ordinary profit surpassed, but others were slightly below the target announced in advance., 

 

Next, concerning orders and order backlog, as I mentioned earlier, software development for the financial 
sector has come to an end, but we have received inquiries from various industries, which looks good. 

The embedded software business has remained steady. As the slide shows, the amount of orders received 
and order backlog as of the end of March, it showed a year-on-year increase of 29%. These are for 1Q and 2Q 
tasks, and we have made a smooth start in 1Q of this fiscal year. 

As listed in the second item, the key to promote more order is to secure development personnel and improve 
productivity. 
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Regarding software development by segment, in the financial sector, it was 88% compared to the previous 
year due to the aforementioned reason. This led to growth in public services, distribution and other areas. In 
addition, M&A deals made a positive effect on sales. 

Unfortunately, segment profit fell below the previous year's level and the profit margin ratio fell around 1%. 
As I mentioned earlier, most of the unprofitable projects that occurred in the first half of the fiscal year were 
software development. 
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Concerning embedded software development for smart devices and smartphones, telecommunications 
systems sector remained flat, but automotive electronics and information appliances grew. Overall sales 
achieved 115%. Profit was 126%, an increase of around 1.5%. We enjoyed a very good year. 

I would like to talk about the outlook for the current fiscal year. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

6 
 

 

We announced our financial statement for the current fiscal year last week. According to the forecast officially 
announced on May 9, the full year's sales are 37.880 billion, a year-on-year increase of 7.5%, operating income 
is 3.4 billion yen, a year-on-year increase of 6.0%, ordinary profit is 3,813 million yen, a year-on-year increase 
of 4.2% and net income is 2,416 million yen, a year-on-year increase of 5.7%. 

The key figure here is sales. We believe that net sales will be the key. The environment is preferable for orders, 
but how to secure our development system and other factors to convert orders to sales is very important. We 
aim to increase sales by 7.5%. If we can do this, these numbers including profits such as operating income are 
achievable without difficulties. 

As I mentioned earlier, 1Q has made steady progress, and there are no problems such as unprofitable projects. 

We believe that in order to steadily increase sales, we must also change the way we work. Just responding to 
requests from our customers to send our staff members (with skills they need for their requested period) is 
not realistic due to the shortage of human resources today. 

So, establishing a better system, making use of offshore or quickly nurturing young people to assign tasks, 
these are required. In some cases, it is difficult to increase sales without adjusting the delivery date or the 
project start date when we receive an order. We will make efforts while asking our customers to understand 
the situation we are facing. 
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Regarding the dividend forecast, we plan to increase the dividend by 2 yen from 66 yen of the previous fiscal 
year to 68 yen for the current fiscal year. This is calculated based on our dividend standards. The dividend 
payout ratio is more than 30%. 
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As I mentioned earlier, about the trends of our surroundings, the capital investment in information systems 
is continuing to show momentum. 

We believe that the continuous shortage of human resources is a serious problem and a challenge. 

As the second bullet point mentions, last year a survey conducted by the Japan Users Association of 
Information Systems revealed that 47.6% of companies will increase their investment in IT this fiscal year. As 
we feel, our customers will actually invest in IT. 

The bullet-point one before the last explains a trend, use of cloud, IoT, AI, RPA, automating operations, and 
so on. We feel that there is a great deal of demands for such things to drive use of IT and digital transformation. 
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In terms of business development, there has been no significant change from the previous fiscal year, but with 
the lesson we learnt from the large losses due to unprofitable projects during the last fiscal years as explained 
in the middle of the slide, we will tighten our quality control. 

We have upgraded our quality control team to the headquarters level and appointed a full-time director to 
strengthen our auditing functions. 

I would like to skip the other points. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

10 
 

 

As for our management policy, we made the five-year vision starting from 2016, CRESCO Ambition 2020. This 
year is the fourth year. Based on this policy, we will basically implement measures, but in addition, we will 
strengthen our service quality. We've got a lot of quality problems last year, so we should grow our business 
also in terms of quality. 

We will then enforce our resources and technology strategies to achieve quantitative growth. We would like 
to pursue quantitative growth as well in order to properly receive orders and increase sales. 

There were two M&A deals last year. We have conducted one and a subsidiary handled one, and we intend 
to continue M&A. 



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

11 
 

 

These are our challenges around the five-year vision. Regarding the current situation, I would like to comment 
in more detail. 
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As for the provision of robust quality, we already mentioned at the time of 3Q. As I mentioned earlier, we 
have strengthened our Quality Control Department and appointed a dedicated director in April. 

Every week, the director reports whether or not there is a problematic project to me, and if there is a problem, 
this director reports what kind of project and what kind of problems there are, so that all executives can share 
it. So far, we have no reports on problematic projects. 

In pursuit of productivity, we are currently working on renewing the core systems of CRESCO LTD. This went 
live at the end of October and it is proceeding steadily. This will simplify internal processes and improve 
productivity. As announced today, our segmentation seems to not match the present changing situation at 
all. 

With this system, we will review our segmentation, and see the outlook for the future three years from now. 

Concerning strengthening our resource strategy, we merged our subsidiary with 50 employees, Cresco 
KYUSHU Co., Ltd. last year and took it into the parent company on April 1. We aim to actively and in large 
quantities do our work that occurred in Tokyo, in Kyushu. It currently works well. 

As our offshore base, we are working on development systems in Vietnam. Currently, we constantly ask them 
to handle a task requiring about 50 to 60 people. We have two Japanese employees stationed at our 
representative office, and we hope to double the number of local staff members to 100 by the end of this 
fiscal year. We are considering the possibility to convert it to a local subsidiary. 
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In terms of recruitment and training of human resources, we are currently working on hiring new graduates 
for 2020. We feel that it is difficult because it is a seller's market. The situation on the mid-career recruitment 
looks even more tough. 

We use cloud and AI as our standard for training. Future development activities will take place on the cloud. 
Instead of doing on-premises with our own computers, they should be done on cloud systems on Amazon, 
Google, and so on. As system control became the mainstream, we need to increase the number of cloud 
engineers even more. 

Concerning AI, compared to the cloud, it is less trendy. But quite a few customers are looking at AI. We 
anticipate it would become a task and a project in the future. 

With regard to cloud and AI, as a non-consolidated attempt, we have asked since October last year, more than 
1,000 of our engineers to acquire cloud and AI skills until 2020. The program has already taken place, such as 
online training and online exams. Therefore, our staff entry-level education will be completed by 2020. 

Of course, we will continue to train personnel at higher levels. 

In addition, with regard to research and development of new technologies, AI is now accounting for 80%. 

We released a news release on April 15 concerning our AI technology for ophthalmic diagnosis. We made AI 
learn images to assist doctors for diagnosis. This AI technology will finally be put to practical use, and an Aichi-
based company, Nidek has announced a device powered by our AI technology, and this product will be 
launched in 40 countries around the world. 
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This technology was completed two years ago, and we provided it to Nidek two years ago. However, it took 
two years to commercialize it, as there seemed to be a variety of pharmaceutical laws and various other 
procedures to be followed in such a way as to comply with the laws and regulations of the Ministry of Health, 
Labor and Welfare. We had talks at academic conferences, so several joint research ophthalmology projects 
are also proceeding. 

Image recognition AI can be used in a variety of fields. There are many other industries conducting visual 
inspection. I can't tell you about details, but there are several companies that are conducting joint research 
with us. 

Although it may take time, we believe that these projects will contribute to profits and raise our brand value 
in the future. 

There has been no particular change in the strengthening of group collaboration. 

 

In terms of strengthening our sales system and relationships with customers, we talked about a 
comprehensive contract last time. One company has signed a contract in April, and the other company is 
currently in progress. Customers know that there is a shortage of staff, so we can conclude a contract with a 
certain number of people, which involves more than 100 staff members. 

We do not have to think so much about up and down, so we can secure a certain amount of resources, and 
the same engineers can serve without changing a certain period of time, so they will become technically 
familiar with it. We think this is a very good offer for our customers because of higher level of proficiency. We 
receive increased number of inquiries for such a contract from our customers. 
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In addition, in terms of the generation of new businesses, we mentioned our free and paid seminars last time. 
The seminars covering trendy and cutting-edge technology like AI, RPA, and cloud. So far, we enjoy good 
reputations. 

Our seminar is not just practical, but also offers hands-on activities. Since we have received multiple specific 
inquiries and consultations after these seminars. Seminar itself is not a business, but we believe it is a very 
good sales tool. 

 

Lastly, in terms of diversity initiatives, we are working on hiring foreign people. In the past, we had hired two 
foreign students each year. Now, we have job interviews overseas, and we are hiring Korean students who 
are studying Japanese and IT. Currently, our recruitment members are visiting Korea. We aim to hire five to 
six people on a trial basis. 

The relationship between two countries currently is not good, but there are good, honest students who are 
studying Japanese. We are currently working on recruitment for next year. This is all for my explanation.  



 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

16 
 

Question & Answer 

 

Moderator: Thank you for your explanation. 

We will now begin a question-and-answer session. The content of this IR Meeting, including the question-and-
answer section, will be disclosed in a written document. If you say your name and company name when posing 
questions, they will be disclosed, too. If you wish to be anonymous, please do not say your name and company 
name before posing questions. 

So, if you have any questions, please raise your hand. Thank you very much. 

Participant: You mentioned a comprehensive contract. Could you explain the mechanism? 

Nemoto: Yes. Clients, for example, have somewhat fixed personnel.  

Participant: At clients?  

Nemoto: Yes. Clients accept 100 staff members at once. 

Participant: They are IT people. 

Nemoto: Yes. So, in fact, there's a lot of work to do. If there are 10 tasks, we will make decisions with our 
client on how to assign these staff members. 

We fix minimum number of staffs, and then dispatch additional people if needed. However, once we fix the 
number to 100, 100 staff members will stay at the client. 

Participant: 100 employees of your company stay at your client. 

Nemoto: Yes. 

Participant: They handle tasks at your client company. 

Nemoto: Yes. 

Participant: If the client has additional tasks, you send additional people. 

Nemoto: Yes. 

Participant: What changes compared to the previous? 

Nemoto: In the past, we send staff on a project basis. 

Participant: On a project basis. 

Nemoto: Yes. There were ups and downs. Once a project is completed, the staff members who were involved 
must leave for another project. Then, the client has to release those who have business know-how. 

Once released, if another project starts in three months, they cannot come back to the client even if the client 
wishes. 
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Participant: Because they are engaging in another project. 

Nemoto: Yes. So, we have to send new people, or we cannot procure anyone due to a lack of human resources, 
and we have to give up some projects. 

Participant: But instead, you may face a shortage of your own staff members. However, when these hundred 
people should stay. 

Nemoto: Stay. 

Participant: And they don't handle another task. 

Nemoto: No, in principle. So, of course, we can propose a cycle, like switch new people in 3 years, but basically, 
they will stay at one client company. By doing so, we don’t have to find other tasks for them during quiet 
period. 

Participant: They are paid. 

Nemoto: Yes. So, we will plan staff management such as how to assign these people to projects at our client 
company. 

Clients keep our staff members, which will increase their productivity, as they accumulate expertise, skills and 
knowledge on operations. 

Participant: However, they have to pay more. 

Nemoto: Yes. 

Participant: Even if they need only 90 people after completion of one project, they have to pay you for 100 
people. 

Nemoto: Yes. That is the way. 

Participant: Why would clients decide to go for such a contract? 

Nemoto: Our clients want our team since we have some know-how. They know the lack of talents in the out 
there, so they look to a comprehensive and fixed contract with a company with know-how. 

Participant: But for CRESCO LTD., you may face further staff shortage. Because 100 people are fixed at one 
client, you cannot allocate 10 people to another company when the client is not so busy. This is not possible. 

Nemoto: No, it is impossible. That's why this contract is offered to only a few special customers, not for 
everyone. 

Participant: What are positive effects for CRESCO? Business stability? 

Nemoto: Yes, and the unit price is a little higher. 

Participant: The unit price is higher? 

Nemoto: Yes. That is why I think it is good. 

Participant: Instead, if you have to find more people to take other projects. 
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Nemoto: Yes. There are a few cases in which customers are eager to do so. 

Participant: It is only for a few customers. 

Nemoto: Yes, they are only part of our clients that are really seriously engaged. 

Moderator: Are there any other questions? Yes, please. 

Ueno: Thank you for your explanation. I am Ueno of Daiwa Securities. I have two things. 

Concerning sales for the current fiscal year, which was included in your explanation. The order backlog is 
abundant and there would be no problem with inquiries. On the other hand, you are concerned about how 
to secure resources. You qualitatively explained, but how severe is it? 

Give me examples. Like, the number of newly hired staff members in April this year. Your recruitment plan 
for the next fiscal year and the latest status. Like, you need 100 people, but the fulfillment rate would be, say, 
50%.  

Nemoto: The number of new graduates is 70 on a non-consolidated basis. I think we have hired about 130 
people on a consolidated basis. Under the talent shortage situation, we train young people about half a year 
to assign to some tasks. 

The human resources are not enough. For example, if there is a project in which we expect to see the growth 
requiring 30 or 40 staff members in the future, we send two or three people at first. 

Then, as the process progresses, if we are asked to send additional 10 people, and 10 more in the following 
month, it is difficult to secure the number. We end up sending only five people. 

So, there are extreme cases in which the sales become half compared to our forecast. Sometimes, we ask our 
customer to ask other companies to fill the gap, unfortunately. 

Ueno: At this point in time, this company plan is within a range that can be adopted with the recruitment for 
this and the next fiscal years? 

Nemoto: Yes. However, handling tasks require certain skills. We have to assign right people with skills. We 
have to consider this point along with conducting trainings. 

Ueno: Okay. you said that mid-career recruitment would be difficult, but if you were able to secure a certain 
amount of people, would you have more leeway to expand sales? 

Nemoto: It may. 

Ueno: It depends how resources are [Inaudible] from the currently fixed part. 

Nemoto: Yes. It depends on firm task assignment. 

Ueno: About possibility, but what efforts are you making and what is your outlook? 

Nemoto: From a sales perspective, we will obtain customer information as soon as possible and make a 
proposal. So far, for example, we ask customers to talk about the outlook and the investment plan at the 
earliest possible opportunity. We encourage our customers. 
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Also, we try not to send one specialist to dedicate one project, but the specialist supervises multiple projects, 
like sharing among clients. It depends on negotiation with our clients. Also, we make a proposal on utilization 
of offshore. 

I believe that we must change our way of business in terms of making proposals, taking orders, etc. 

Ueno: This is my second question, which may be related to the previous question. 

Summarizing your explanation, there was idle time in the past because your business was operated on a 
project basis. For the comprehensive contract, we may expect outcomes in a surprisingly short period of time. 

For example, in the previous fiscal year, what percentage of idle time did you normally have for a customer, 
say 200 days a year? 

Nemoto: I think it is a low single-digit percentage now. 

Ueno: Yes. Please tell me the number. 

Nemoto: Well. 

Ueno: 2-3%? 

Nemoto: 2-3% or so. 

Ueno: During idle time, you cannot generate any money, however, operating margins of 2% to 3% are high 
for [Inaudible] customers. 

Nemoto: Yes, it rises. 

Ueno: How much is the percentage of these customers? 

Nemoto: Which customers? 

Ueno: Customers for the comprehensive contract. 

Nemoto: Now we have one company. As explained, they have to accept 100 staff members, so they should 
be considerably large companies, but we would like to have at least 2 more companies for such contract. 

Ueno: If, for example, you get three to four or five companies, the sales amount is large, so it accounts for 
about 20% and 30% of the total. 

Nemoto: I think it would be. 

Ueno: Improvement of 20 to 30% would result in a profit margin increase of 3%, so just under 1% increase 
overall. 

Nemoto: Yes, that’s right. We made a contract with one company, and the profit margin has already improved 
compared to last year at the budget stage. 

Ueno: To eliminate unprofitable 100 million yen in this fiscal year, this will improve profitability. Also, it may 
get on the upside. 

Nemoto: Yes. I think it creates a positive profit. 
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Not only good things though. I am also a member of the project, and the customer's expectations are very 
high. That's why they pay more money and are taking the risk. So, we must produce more results than ever 
before. I am telling our staff members to roll up their sleeves. 

Ueno: I understand. Thank you very much. 

Moderator: Do you have any other questions? 

Participant: The operating profit margin for the current fiscal year is planned to decline. The unprofitable 
projects were settled in the previous fiscal year, if the current comprehensive contract progresses, I think it 
will be improved. Do you have any reason for this? Are you expecting personnel expenses to rise? 

Nemoto: Personnel expenses are also rising due to a shortage of personnel. It's a few % increase which is 
more than average. And, the depreciation of core systems began in April. It's just non-consolidated, but it's a 
burden. 

Given these factors, our estimation is rather conservative. 

Participant: What are the specific effects of rolling-out a core system in October? Is it easier to manage your 
projects? 

Nemoto: Yes. Project management becomes easy. In the past, auditing firms and other organizations pointed 
out some issues like use of Excel for management. Some people said it's not very good. That issue was 
addressed. 

As I mentioned earlier, for example, we prepare our financial outlook on a half year basis. We are looking at 
a budget for semi-annual periods. Even if budgeting is on a semi-annual basis, the status of projects is 
managed in a long range in which the order backlog is expected for three years from now. So, we can see the 
midterm status of the company's orders. I think that is very advantageous. 

Currently, it was implemented on a non-consolidated basis in October, but we plan to expand it to all group 
companies over the next one to two years. 

Participant: Thank you very much. 

Moderator: Do you have any other questions? Do you have anything to add to your explanation? 

Nemoto: Nothing in particular. 

Moderator: I don't see any more questions, so we’ll finish the briefing. Thank you very much. 

Nemoto: Thank you very much. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked as follows: [Inaudible]. 
2. This document has been translated by SCRIPTS Asia 
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