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I am Kazuaki Hasegawa, the president of JR-West.
I would like to thank you for taking the time out of your busy schedules to participate
in our presentation today.
First, Yoshito Fujiwara, the General Manager of the Finance Department, will discuss
our results, and then I will explain the revision of the JR-West Group Medium-Term
Management Plan 2022.
Thank you.
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I am Yoshito Fujiwara. I will explain the key points regarding our results for the
first half of FY2021.3. First, please look at slide 3.
The spread of the novel coronavirus infection had a significant effect on both the
railway and non-railway businesses. On a consolidated basis, operating revenues
were down by ¥372.0 billion, and operating results worsened by ¥273.6 billion.
In regard to our full-year results forecasts, there are no changes to the
announcement made on September 16.
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Please refer to slide 4. This shows an overview on a non-consolidated basis.
Operating revenues decreased by ¥277.9 billion year on year due to lower
transportation revenues.
In operating expenses, we steadily implemented measures related to safety, while
on the other hand we took steps to reduce expenses, centered on personnel costs
and miscellaneous costs. As a result, operating expenses declined by ¥38.9 billion
year on year.
Consequently, operating results worsened by ¥238.9 billion year on year.
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Please refer to slide 5. Transportation revenues were down by ¥270.4 billion year
on year. In the July to September period, transportation revenues were 48.1% of
the level in the same period of the previous year, an improvement from the April
to June period, when they were 32.3% of the level in the same period of the
previous year.
Looking at the Shinkansen, revenues were down by ¥169.4 billion. Breaking this
figure down, revenues on the Sanyo Shinkansen were down by ¥152.6 billion,
while revenues on the Hokuriku Shinkansen decreased by ¥16.7 billion.
On conventional lines in the Kansai Urban Area and other lines, the results were
as shown here.
As shown in the notes, the decline in transportation revenues attributable to the
spread of the novel coronavirus infection was ¥265.5 billion, including the decline
in inbound demand.
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Please refer to slide 7. Non-consolidated operating expenses were down ¥38.9
billion year on year.
The principal breakdown is as follows.
Personnel costs were down ¥15.1 billion, due to decreases in bonuses, overtime
payments, etc.
Miscellaneous costs declined by ¥17.2 billion, as a result of lower sales
commissions accompanying the decline in revenues, reduced advertising
expenses, etc. Other expenses were as shown here.
Of the total year-on-year decline of ¥38.9 billion, approximately ¥26.0 billion
was due to cost reductions.
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Please look at slides 9 and 10. These slides provide an overview on a
consolidated basis.
Subsidiaries also faced challenging conditions, especially the travel agency and
hotel businesses. Earnings are currently recovering, and Groupwide we worked to
achieve approximately ¥41.0 billion in cost reductions. Nonetheless, most
businesses recorded losses.
In the retail business, operating revenues were down by ¥55.2 billion year on
year, and operating results worsened by ¥13.0 billion. Usage was sluggish,
particularly during the state of emergency.
In the real estate business, operating revenues were down by ¥8.5 billion year on
year, and operating results worsened by ¥4.1 billion. Revenues and operating
results in the real estate business worsened due to rent reductions, etc., but we
were able to secure an operating profit in the real estate lease and sale business
and the shopping center business.
In other businesses, operating revenues were down ¥27.5 billion year on year, and
operating results worsened by ¥13.1 billion year on year. This was due to sluggish
conditions in the hotel and travel agency businesses.
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Please refer to slide 11. In the first half, including long-term and short-term funds,
we raised a total of ¥614.3 billion, and we repaid ¥121.0 billion. The balance of
long-term debt and payables as of September 30 was up by ¥483.2 billion from
the balance as of March 31.
This concludes my portion of today’s presentation.
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Once again, I am Kazuaki Hasegawa, the president of JR-West.
Now, I will discuss the revision of the Medium-Term Management Plan 2022, as
announced last week.
Please look at slide 14 in the presentation materials. This shows a summary of the
revision.
Due to the spread of the novel coronavirus infection, the future that had been
envisioned occurred rapidly, and the railway and non-railway businesses were both
significantly affected.
Due to these changes, we revised the plan, with an assumption that transportation
revenues, our mainstay, will return only to approximately 90% of the level before
the coronavirus.
This assumption will change in line with the circumstances regarding the
resolution of the coronavirus situation, and accordingly going forward we will
flexibly add revisions.
Overall, we positioned the period until FY2028.3, the final fiscal year of the next
medium-term management plan, as the “reform/reconstruction period,” and we
revised the numerical targets, etc., for FY2023.3, the final fiscal year of the current
medium-term management plan.
In making the revision, we reconfirmed our “unchanging values” and the “meaning
of the JR West Group’s existence,” even in the midst of an external environment
marked by dramatic change. In addition, we identified “things that we will change”
in response to the fact that usage will not return to the previous pattern. On that
basis, we formulated four axes. I will explain in more detail later.
In regard to our financial strategies, with a focus on the period to FY2028.3, we
have formulated our basic medium to long term strategies and indicated our capital
expenditure plan and shareholder return policy for the period of the current
medium-term management plan.
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Next, please look at slide 17. This shows the positioning of each period along a
time-line.
Including the period of the current medium-term management plan, the process of
management reconstruction due to the coronavirus and business structure reform
has been split into three phases.
Initiatives related to enhancing safety and coexistence with local communities will
be implemented in all periods, and initiatives related to strengthening management
and enhancing our ability to address change will be concentrated in the
reform/reconstruction period, and then linked to subsequent evolution/growth.
Next, I will discuss the four axes.
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Please refer to slide 18. The first axis is enhancing safety.
In regard to railway safety, which is our management foundation and our highest
priority strategy, we will steadfastly maintain the JR-West Group Railway Safety
Think-and-Act Plan 2022 and work to establish “frameworks for securing safety
on a Companywide basis” and a “corporate culture in which safety is the highest
priority.” In addition, we will advance safety measures through combinations of
tangible and intangible elements. In these ways, we will work to further enhance
safety.
In addition, the revision also includes initiatives to prevent the spread of the novel
coronavirus infection, such as anti-viral and anti-bacterial processing in stations
and on trains.
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Next, from slide 19, the second axis is “Enhancing coexistence with local
communities and taking on the challenge of creating new value.”
Slide 19 shows “Improving the Wide-Area Railway Network, Centered on the
Shinkansen.”
Centered on the Shinkansen, which is our largest growth driver, we will work to
expand the visitor and related populations and to secure revenues.
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Slide 20 provides information about establishing the Kansai Metropolitan Area
brand.
The Umekita underground station and Umekita phase 2 development have been
advanced and are finally nearing the opening.
Through the development of the western part of Osaka Station, which is one of our
Big Three Projects, we will create new traffic flow and activate the entire area
through collaboration with the surrounding community.
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Slide 21 describes the Setouchi Palette Project as an example of an initiative to
create appeal for the other west Japan area.
The railway business and non-railway businesses will work together to create
appeal for the other west Japan area. In addition, although it is not shown on this
slide, to identify and achieve the optimal regional transportation system, on all
railway belts, we will continue working to optimize the train schedules in line
with each railway belt’s usage level.
In railway belts for which we think that cannot demonstrate the special
characteristics of railways, we will work actively together with local communities
to identify and rapidly realize new transportation systems that are sustainable and
better meet community needs, while leveraging capabilities in innovation.
Moreover, we will make full use of existing resources and provide new value that
leads to the proposal of diverse lifestyles and working styles that address social
changes.
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Next, please look at slide 22.
This shows an overall view of structural reform in regard to “strengthening
management,” the third axis.
We will work to secure revenues by enhancing coexistence with local communities
and creating new value. At the same time, we will advance cost structure reform.
In particular, the reduction of fixed costs in the railway business is a major point in
the revision, and we will advance initiatives to enhance productivity and
implement streamlining in railway operations. Slide 23 shows objectives for
operating expenses as a result of these initiatives.
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Looking at the direction of cost reductions, we will aim to realize a business
structure that will enable us to secure profits, even with transportation revenues at
90% of the level before the coronavirus, through fixed cost reductions. The
earnings outlook is very uncertain, and we arranged the revision in this setting,
with our deliberations about the revision focusing to a considerable extent on cost
reductions.
For this year, as already indicated in our guidance, we are aiming for cost
reductions of approximately ¥40.0 billion on a non-consolidated basis. For items
that can be continued, we will continue to control costs. In addition to these urgent
reductions, we will maintain the fixed cost reductions through the implementation
of cost structure reform, as shown with a blue arrow in the presentation materials.
In FY2023.3, the initial plan was ¥851.0 billion, which has been revised to ¥785.0
billion, a reduction of ¥66.0 billion. Our plan for operating expenses is as shown
here, including revenue-linked expenses and urgent cost reductions.

○
○

○
○

○

○

Slides 24 and 25 show our digital strategy as part of “corporate reforms to enhance
our ability to address change.”
In the period after the coronavirus, we will effectively utilize abundant data through
the use of digital technologies. We will offer connections to real experiences in
stations and stores as well as in local communities. In this way, we will create new
value. In addition, through those processes we will also advance business reforms.
Of these, page 25 shows “rebuilding the customer experience” and “rebuilding
railway systems.”
In regard to “rebuilding the customer experience,” in preparation for spring 2023,
we will establish Mobile ICOCA (provisional name) and institute standard
Groupwide points. We will also leverage data. In these ways, we will provide
support for convenient mobility, lifestyles, and tourism for each individual
customer.
We will also take on the challenge of the stations of the future, which combine real
and digital elements. At Umekita (Osaka) underground station, we will work toward
the introduction of platform doors that can accommodate all types of trains, AI
guidance robots, etc.
In regard to “rebuilding railway systems,” working toward the realization of the
Technology Vision, we will take on the challenge of achieving “total CBM” for
track maintenance, electrical, and rolling stock by transitioning from ground-based
inspections to on-board inspections, utilizing IoT networks, etc.
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Next, please refer to slide 26.
The revision provided an opportunity for us to reorganize the Group’s role directly
related to the SDGs, which aim for a sustainable society.
I believe that our greatest initiative in addressing social issues is our coexistence
with local communities, which involves a cycle of expanding the visitor and
related populations, creating employment, and activating local communities, while
valuing the appeal of the nature and culture of local communities, as well as city
development.
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Slides 27 to 29 show, by business, our strategies and measures and our targets for
revenues, etc., in the final year.
On the Shinkansen, we will add N700S railcars and aim for continued growth.
We will also advance structural reform in each of the non-railway businesses. In
regard to revenues and profits, we are planning to restore overall results to the
general level recorded before the coronavirus, centered on the real estate business.
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Next, please look at slide 30. I will explain our medium to long term financial
strategies.
To secure a certain level of financial strength and to continue to fulfill our mission
as a corporate group that supports social infrastructure, even in the event of a
disaster, such as a new infectious disease or a natural disaster, it will be necessary
to rapidly restore our financial foundation.
From that perspective, we will work to achieve a recovery in the D/E ratio to
approximately 1 time, which is approximately the level before the coronavirus, at
the end of FY2028.3, which will be the final year of the reform/reconstruction
period.
Accordingly, we have revised our basic policy regarding the priority ranking for
uses of cash over the medium to long term. Safety capex is priority one, and debt
reduction, capex for growth, and shareholder returns are priority two.
This policy reflects our medium to long term thinking as of today, and we will
consider the policy once again in conjunction with specific plans formulated with
the next medium-term management plan.
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Next, please look at slide 31 for information about capital investment.
Our consolidated capital investment plan calls for investment of ¥1,250 billion
over five years.
The plan includes increased growth investment in the real estate business, where
up to this point we have advanced base development, etc. However, we are
planning a decrease of ¥20.0 billion from the initial plan on a consolidated basis,
through adjustments at the parent company in the timing of the replacement of
older equipment and facilities, etc., adjustments in the processes for project
construction, etc.
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Finally, please turn to slide 32 for our shareholder return policy.
We have a basic policy of stable dividends over the long term, and we will
maintain a policy of aiming for a dividend payout ratio of approximately 35% in
FY2023.3.
On the other hand, to restore our financial foundation, which has been damaged by
the coronavirus, we are not in a position where we can acquire treasury stock over
the medium to long term. Accordingly, we decided that we had to withdraw the
policy regarding the cumulative total return ratio.
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Slides 33 and 34 show the revised figures for management indices, target
indicators, etc.
Finally, our management environment continues to be extremely challenging, but
the changes in the external environment are also an opportunity for the Company
to evolve.
Accordingly, I will take the lead as we steadily implement our strategies,
including the structural reforms that we discussed today, and we will fulfill our
mission as a social infrastructure company.
As a company in that position, we will do our utmost to achieve profitability on
both consolidated basis and a non-consolidated basis in FY2022.3. In preparation
for FY2023.3, the final fiscal year, we will build a solid foundation that will
enable us to realize the results of the structural reforms during the next mediumterm management plan.
Even if railway revenues only return to about 90%, to generate the cash required
to appropriately implement the three elements of debt reduction, necessary
investment, and shareholder return, we will advance management while keeping
in mind the achievement of consolidated operating income of ¥140.0 billion in
FY2023.3.
This concludes my portion of the presentation.

