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Presentation 

 

Doi: Now that it is time, we will begin the presentation of ProjectCompany, Inc.'s financial results for Q3 of 
the fiscal year ending December 31, 2023. Once again, I am Doi, Representative Director, President, and Group 
CEO of ProjectCompany. 

Matsumura: I am Senior Managing Director and Group CFO Matsumura. 

Doi: Thank you very much for taking time out of your busy schedules today to attend our financial results 
briefing. Please wait a moment. 

 

Quickly, here is a summary of today's explanation. 

Full-year results for Q3 of the fiscal year ending December 31, 2023, showed net sales of JPY1,616 million and 
operating profit of JPY246 million. Compared YoY, operating profit declined due to factors such as a cost 
increase in rent. On the other hand, QoQ, operating profit increased mainly due to lower-than-planned SG&A 
expenses such as recruitment costs. 

In addition, I will also explain today the current business challenges and their countermeasures in the digital 
transformation business. 

First, I will give a brief overview of our group and then explain our business results for Q3 of FY2023, as well 
as our recognition of issues in the digital transformation business and the status of countermeasures. 
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Now, I would like to provide an overview of our group. 

First, our group management concept is to create a project-based society. The Japanese economy has been 
stagnant for a long time since the bubble period. However, the world is shifting from an industrial capitalist 
society to an information capitalist society nowadays, and the character of required human resources is 
shifting from task-oriented human resources that do exactly as they are told to project-oriented human 
resources that can carry on projects on their own initiative. 

We believe that the only way for the Japanese economy and Japanese society to regain vitality is for Japanese 
companies to break out of their conventional organization structure that is vertical, top-down and task-based, 
and transform it into a project-based structure where talents with the ability to promote projects on their 
capacity are organically connected around their missions and work together as a team toward their goals. 

Based on the management philosophy of “creating a project-based society”, we work together to expand 
our businesses. 
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Next, I would like to give you a brief history of our company. 

Again, ProjectCompany was founded in January 2016 and has been expanding its business steadily since then, 
and with our listing on the Mothers market in September 2021, we were able to achieve our mid-term goal 
from the time of our founding of being listed in 2021. 

Since going public, we have pursued diversified growth through group management, with uloqo Co., Ltd., an 
HR solutions business, joining the Group in April last year, and cuatro technologies Inc., a technology services 
company, in October. In April of this year, Dr. KENKO KEIEI Inc., a healthcare service company, and artwize 
inc., a technology service company, were newly added to the Group. 
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While we base our business strategy on consulting, marketing, UI/UX, and streamlined digital transformation 
support areas whose knowledge we have accumulated since our founding, we also aim to diversify growth 
based on digital transformation, such as entering the digital transformation and HR business and digital 
transformation and technology business through M&A in the last fiscal year. 

We seek to continue expanding our business domain based on digital transformation through M&A and new 
business creation. 

We will not provide details on the business statistics chart and case studies. 
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Here is the situation of employees. 

The number of employees had been increasing steadily since the Company's establishment, but declined 
slightly to 241 as of October 2, mainly due to a decrease in the number of mid-career hires since H2 of the 
previous fiscal year. Of these, 118 employees, or about half, are engaged in the digital transformation business. 

Matsumura: From here, I will explain the results for Q3 of FY2023. 

 

Before explaining the actual results, we would like to make two special remarks. 
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First of all, with regard to the resignation of Shota Ito, former Executive Vice President and Representative 
Director of the Company, which was announced recently on September 8, we are currently conducting a fact-
finding investigation with outside experts and examining measures to strengthen governance to prevent 
recurrence of such a situation. 

We have completed the formulation of provisional measures to prevent recurrence within the Company, and 
the results of the investigation by experts are scheduled to be compiled in late November or early December. 

In addition, the Company has requested that Ito dispose of the Company shares he holds in the sense that the 
Company will sever all ties with Ito and is in the process of discussing and negotiating the method of disposal 
in accordance with various laws and regulations. There is nothing we can announce at this time, but we will 
make an announcement as soon as we reach an agreement on the outlook and other matters.1 

The second point, then, is to change the basis for recording sales of Dr. KENKO KEIEI, which began 
consolidation in April 2023, from the basis for recording gross sales from customers to the net amount after 
deducting payments to occupational health physicians and others. 

This will result in an apparent decrease in sales of healthcare services in the digital transformation and HR 
segment, but the impact on the full-year forecast for the fiscal year ending December 31, 2023 is expected to 
be negligible. 

 

Let me begin by explaining consolidated net sales. 

Sales for Q3 of FY2023 increased 44.3% YoY to land at JPY1,616 million. Considering the change in the basis 
for recording sales at Dr. KENKO KEIEI as explained earlier, sales remained flat QoQ. 

 
1 Additional disclosure on the progress was made after the financial results briefing. For details, please refer to the timely disclosure 
dated November 15 (in Japanese only). 
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The digital transformation business accounted for JPY1,167 million, or about 70% of consolidated net sales, 
and this business increased sales by 10% YoY, but sales increased by only 2.5% in QoQ, mainly due to the 
continued focus on employee development since Q1. 

 

Operating profit increased QoQ, mainly due to a lull in investment in human resources, particularly in hiring 
expenses. EBITDA, excluding the impact of non-cash charges, was JPY295 million. 

 

This is sales by segment. 
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In the digital transformation business, sales of consulting services increased, while sales of marketing services 
and UIscope services decreased, but we believe that this was mainly due to the continued focus from the 
previous quarter on training members, mainly new graduates who joined the Company in April. We do not 
see any significant change in the demand side of the business. 

In the digital transformation and technology business, sales decreased due to the completion of some short-
term projects for which orders were received in Q2. 

In the digital transformation and HR business, sales remained flat QoQ as the business shifted from a phase 
of scale expansion to a phase focusing on organization building. 

 

Next, we discuss cost of sales and gross profit by segment. 

In the digital transformation business, gross profit declined slightly QoQ, mainly due to higher personnel and 
outsourcing expenses. 

In the DX x technology business, the overall amount of profit has decreased in line with the decline in sales, 
but the gross profit margin has remained relatively high due to the collaboration with the digital 
transformation business and other factors. 

In the DX x HR business, the gross profit margin increased due to the effect of the change in the basis for 
recording sales at Dr. KENKO KEIEI as explained earlier. 

As a result of the above, gross profit decreased QoQ, while SG&A expenses decreased QoQ, resulting in a 
27.5% increase in operating profit QoQ. 
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As for the breakdown of SG&A expenses, the peak of informal acceptance of job offers for new graduates 
scheduled to join the Company in April 2024 has slowed down, resulting in a significant 46.5% decrease in 
hiring expenses QoQ, while land rent for the office relocation in January next year increased, resulting in a 
14.3% decrease in overall SG&A expenses QoQ. 

 

I will continue with an explanation of the key KPIs of our core digital transformation business. 

First, let's look at the number of clients and net sales per client that make up the revenue of the digital 
transformation business. 
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The number of clients is the number of clients with whom we had transactions from the beginning of the fiscal 
year to the end of each quarter, and the number of clients by the end of Q3 was 115. Although growth in the 
number of clients was soft, due in part to our focus on training members, net sales per client, shown on the 
right side, increased JPY5 million YoY to JPY30.4 million. 

 

Next is the average number of employees during the period and net sales per employee, which are also 
components of sales in the digital transformation business. 

The average number of employees during the period decreased by 6 to 148, due to a high turnover rate amid 
hiring restraints prioritizing organizational strengthening. The partner ratio increased from the previous 
quarter as the number of employees declined, and a certain amount of progress was made in training 
employees, resulting in an increase in net sales per employee to JPY2.63 million. 

 

Finally, I would like to give an overview of our businesses other than the digital transformation business. 
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First, in the DX x technology business, ProjectTechnologies, Inc., which became a group company in October 
last year, has been able to improve its gross profit margin by acquiring clients through the ProjectCompany, 
which in effect has led to a direct sales flow, and we believe that synergies are now being realized. 

artwize, which joined the Group in April, is strengthening intra-group collaboration, particularly in the sales 
and recruiting divisions, through the establishment of a mutual dual-employment system with 
ProjectTechnologies, a company in the same industry. 
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Next is an overview of the DX x HR business. 

For ProjectHRsolutions, Inc., which joined our group in April 2022, we applied our group's know-how, mainly 
in terms of organization structuring and gradually established an organization from the starting phase of a 
very small organization scale, whose business performance is growing steadily. 

Dr. KENKO KEIEI, an occupational health physician referral service that was consolidated in April, is different 
in nature from the HRsolutions service, but it also provides services to the corporate human resources and 
labor affairs departments, and we hope to grow our business through synergy by expanding our menu of 
offerings and cross-selling our services. 

 

In light of the business results explained thus far, I would like to explain the recognition of challenges and the 
status of countermeasures in the digital transformation business. 

 

First, we will focus on the development of our member base, especially new graduates who joined the 
Company in April, which had been an issue in the previous quarter. As shown in the slide, the percentage of 
personnel achieving a gross profit margin equivalent to that of existing employees increased from less than 
40% at the end of June to approximately 60% at the end of September, and the number of members achieving 
a gross profit margin less than 50% of that of existing employees decreased significantly to less than 10%. 

We view the start-up of members, which was targeted for the end of FY2023, as generally progressing well. 
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Secondly, in response to the tight utilization of manager personnel who can handle member training in the 
previous quarter, we are working to update manager training through a system in which managers are 
selected based on manager requirements, which include a viewpoint of human resource development, and 
aim to demonstrate results with units of small groups with a certain level of discretion. 

During the quarter, we shifted from a monolithic organization to a small group-based organizational structure 
in which managers have a certain degree of discretion, and we are also working to verbalize and systematize 
the behavioral characteristics required of managers and are now closely examining the status of these 
measures. 

The target for the number of managers for the current fiscal year has been revised from the initial 30 to 20, 
based on the current performance. We plan to continue to strengthen training toward April 2024, when the 
next batch of new graduates will join the Company, and to build up the number of managers by using 
experienced hires as needed. 
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Finally, we view the recent upward trend in the employee attrition rate as an important management issue. 

As the rapid growth in the size of the organization since the previous quarter has concentrated the workload 
on a few personnel, mainly in member training and limited the person-hours allocated to project acquisition 
and promotion, we believe this is the result of slowing performance growth as well as an increase in turnover, 
particularly among the most recently hired members, due to performance and workload. 

Based on these results, along with the establishment of an appropriate governance structure to match the 
expanded size of the organization, the personnel evaluation system, which had previously focused on the 
achievement of numerical targets, is now being revised to include the perspective of skill growth and the 
development of others, and the salary table is being revised. 
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Doi: Lastly, I would like to reiterate to all of you who hold our company's shares as shareholders, and to all of 
you who are considering holding our company's shares, thank you for your warm support. 

As we announced recently on September 8, we would like to again offer our deepest apologies for the anxiety 
and concern caused by the resignation of the executive vice president and representative director. 

As a company in the venture phase, it is undeniable that up to now we have been pursuing expansion and 
growth anyway. In terms of management awareness, performance targets have been extremely important. 

However, while performance targets are an important aspect of management, we must also recognize that in 
order to realize our vision of "creating a project-based society," which we have held since our founding, we 
must provide value to our many stakeholders, including shareholders, customers who use our services, 
employees, and business partners, and that the results of our efforts will be reflected in our business 
performance. We believe that it is extremely important to quickly shift to a management structure and 
internal culture that is in line with this recognition. 

While cherishing the assets we have built up to date, we are determined to rebuild a better company and 
fulfill our management responsibility by regaining the trust of everyone. 

We will do our utmost to repay our shareholders with a return in the form of increased corporate value, and 
we ask for your continued support in this endeavor. 

 

That is all for today's explanation, and I would like to take questions from everyone. 
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Question & Answer 

 

Doi [M]: Yoshida-san, please. 

Yoshida [Q]: First of all, regarding the resignation of the vice president, I would like to clarify something since 
it happened in such a short period of time. From what I have seen in the June release, the first thing that 
comes to mind is the 2-person representative director structure to respond quickly to changes in the business 
environment and ensure that the growth strategy is implemented. 

The release says that he was appointed on July 1 and resigned only 2 months later, but since it was so short a 
period of time after his appointment, I'm not sure if something happened suddenly that I really didn't 
understand, or if it was just as the release says. 

Also, since the initial purpose was to have a 2-person team, what will be done about that in the future? 

Doi [A]: I would like to start by talking about the structure. We had initially planned to set up the business 
firmly with a two-person team and to go out in the field to recover the numbers in order to restore 
performance from a fairly short-term perspective. 

However, looking back over the past 3 months, we have reconsidered our fundamental issues, such as training 
the personnel we have hired and improving quality for the customers in front of us, and ensuring that our 
basic actions are thoroughly implemented. 

Although the management structure will change from the initial 2-person system to a one-person system of 
me, I believe the major change will be a shift to a more essential approach that includes looking back. 

We are currently investigating the facts with outside experts, so we are unable to say anything more about 
the circumstances of the resignation than we have disclosed, for which we are very sorry. 

Matsumura [A]: If I may add something, first of all, the fact that you appointed him as a Representative 
Director and the fact that there are no days between that appointment and his resignation is because the 
circumstances of his resignation were due to a sudden scandal in the first place, so it is not that he tried it and 
it didn't work after 2 months of trying, or that they suddenly changed the Company’s policy, but that he caused 
an unforgivable situation at a time immediately after that, completely unrelated to the fact that he was 
originally on the management team as Executive Vice President and slightly changed the role based on the 
progress of performance and the Company's situation.  

Frankly speaking, I do not see much significance in the fact that it is only 2 months. I believe that Doi has just 
told you about the change in policy since the timing in July when we changed our future management 
approach and load. 

Yoshida [Q]: I see. Basically, things like a whistle-blowing system were put in to prevent recurrence. 

Matsumura [A]: Yes. We would like to strengthen governance in every sense of the word, and this includes 
the whistle-blowing system, which of course we had established, but we would like to strengthen the system 
of escalation to ensure that it is well known and that it can be reported to a more diverse group of people. 

Yoshida [Q]: I see. Thank you. 
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The second question I would like to ask is about slide 18, page 18. The growth in the number of clients is 
shown, and the number of UIscope projects is shown below that. As stated in the comments here, UIscope 
helps attract new clients efficiently. 

This number of projects may appear to be decreasing, though, because Q1 happened to be so big. I wonder if 
the trend is that it is getting harder to get projects through UIscope, and I also wonder if we should be less 
concerned about the fact that the number of clients seems to be growing a little lowere than your goal, 
because it is just a number. In other words, is it something we don't have to worry about so much as long as 
net sales per client are growing well? Please tell me about this. 

Matsumura [A]: First of all, as a premise, if I were to ask whether we should take this as a big deal or a serious 
matter, or whether we should not be so concerned about it, I would say the latter, but it is also true that 
having the number of UIscope projects in the 20s in both Q2 and Q3 was not originally intended. 

As background, there is a slight decrease in headcount and continued consulting projects. To be honest, it was 
faster for us to get consulting projects in order to increase our numbers, and we had shifted our personnel 
and awareness to that side of the business. 

On the other hand, we would like to continue to expand and utilize the system to acquire customers using 
UIscope as a hook, so we are currently talking about allocating more sales person-hours to UIscope staff. If 
we are able to win projects, of course, the management will allocate more human resources . 

Yoshida [Q]: I see. UIscope, I'm sorry, to begin with, is inbound, or rather, it is the recipient rather than the 
one who appeals from here. 

Matsumura [A]: Yes. There are some projects that we just throw away, so there is some business judgment 
as to how far we will go to get them after receiving an inquiry. 

As you have said before, the system does not just work on its own once the service is received, but it is a 
service that requires a certain amount of manpower, so it may not be possible to receive the service without 
human resources, so please understand that there is a correlation between whether or not resources are 
allocated for this and how many cases are received. 

Yoshida [Q]: I see. And lastly, there are some measures on page 25 to address the rising attrition rate on page 
19, but I would like to know more about the specifics of the measures taken to address this issue. 

Regarding the review of the personnel evaluation system, I am wondering if it is necessary to raise the overall 
budget for personnel costs, and I have a feeling that just changing the evaluation system and changing the 
allocation will not have much effect. I also wonder if it is necessary to consider the possibility of an increase 
in labor costs per employee next year. 

Matsumura [A]: We are currently preparing a personnel system for the next fiscal year, but when we say in 
the document that we are revising the salary table, we also mean that we are raising wages. Therefore, 
personnel costs per employee are expected to rise to a certain degree. 

The increase in personnel costs per employee depends on the ratio of new graduates and second-year 
graduates, so it is difficult to say what will happen, but overall, however, we would like to raise the wages of 
existing employees, including those in their first and second years, and we would like to raise the wages of 
current employees slightly in the next fiscal year. 

Yoshida [Q]: I see. Also, related to this, the operation rates also show on the slide that the burden is 
concentrated on some employees, but I feel that this negative cycle may occur if you do not have a sufficient 
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number of employees. Can you tell me if there is any change in your thinking on the past and future operation 
rates? 

Matsumura [A]: I think that the ideal situation is to reduce the operation rates while keeping the sales per 
employee as low as possible. If so, what will happen is that the unit price will be raised. 

Of course, it is difficult to simply raise the unit price for the same number of employees as before, so the 
personnel system is used to evaluate the improvement of employees' abilities by raising their own unit price, 
and the unit price is raised for those who have improved their abilities. It may be a bit qualitative, but the 
ideal would be to drop the number of person-hours while trying not to drop sales per person as much as 
possible. 

Yoshida [M]: I understand. That's all. Thank you. 

Doi [M]: Does anyone else have any questions? 

Since there are no questions, I would like to conclude these financial results briefing. 

Thank you for taking time out of your busy schedules today. 

 [END] 

 


