
○ I am Kaneko, President of Central Japan Railway Company. I would like to
explain our management approach for the future.
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○ Until now, JR Central has continued to increase ridership by providing safe and

good services, thus increasing revenue. We have done so while also pursuing

efficiency in our operations, which has allowed us to achieve a positive cycle of

growing profits, which in turn allows us to make investments to provide even safer and

better services and contribute to society. Currently, this positive cycle has been halted

amidst the spread of the COVID infection. To ensure that we return to the positive

cycle is the most important management task that we face today.

○ Since we are currently still in the “With COVID” stage, what is important now is to

prevent infection and get ready to make a leap forward once the “After COVID” stage

eventually arrives. After COVID, social restrictions on contact with people will be

lifted, and people will once again be able to travel and meet people freely, but some of

the changes in our life and work styles that were accelerated during the COVID era

will most likely remain.

○ For example, “web conferencing” has become common. Even after COVID, this may

remain and partially replace business trips. Also, because of “digitalization,” travelers

no longer go to a travel agency to make reservations, and instead make them online.

“E-Commerce” has also become more and more convenient all over the world. Such

changes started before COVID, but they have accelerated and become prevalent during

this pandemic, and I think that even after COVID, some will remain.

○ In this way, the business environment for our company has changed and in some

instances, has become more severe.

○ Facing such changes, we are striving to reinforce our earnings power and regain the

positive cycle of growth. To that end, we will work to reduce fixed costs through our

“Reform of Business Operations” initiative, while also striving to increase revenues.
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○ Concerning our initiatives to reduce fixed costs, we will powerfully pursue a more

efficient way of work. We will make full use of ICT, conduct necessary technological

development and investment to improve the efficiency of our business operations and

reduce the cost of CapEX.

○ The target is to reduce fixed cost by ¥80 billion over a period of 10 to 15 years. ¥80

billion is a significant amount, equivalent to approximately 10% of our

non-consolidated operating expenses in recent years. As a breakdown, we plan to

reduce depreciation expenses by ¥20 billion as a result of reducing our CapEX level.

In addition, we plan to reduce other expenses including personnel expense,

maintenance expense and so on by ¥60 billion.
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○ Concerning our efforts to increase revenues, our basic strategy has been to refine the

competitiveness of the Tokaido Shinkansen, in terms of safety, accuracy, speed, high

frequency, and comfort, which has led to an increase in customer use. The initiatives

we have been working on since before the pandemic, such as the 12 Nozomi Timetable,

the launch of the new N700S vehicle, and the expansion of our online reservation service,

have resulted in significant service improvements, and we believe that the effects of this

will be seen in the After COVID stage.

○ On the other hand, the COVID shock has led to the prevalence of new lifestyles and

ways of working. In response to such changes in our business environment, we will

work to increase revenue through initiatives such as the deployment of EX-MaaS.
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○ First, regarding the deployment of Mobility as a Service using EX reservation system,

or “EX-MaaS”.

○ Until now, travelers had to make reservations for Shinkansen, hotels, and secondary

transportation, etc. at different portal sites. However, starting summer of 2023, it will

become possible to seamlessly arrange all the needs of a traveler by deploying “EX-

MaaS.” This will make it possible to reduce the time and effort required to arrange

business trips using the Shinkansen.

○ With EX-MaaS, we hope to increase the number of Shinkansen users by making travel

more attractive and convenient for them by providing smooth transition from hotels to

tourist facilities, as well as provide special content for EX-MaaS users, such as

overtime admission and priority admission to popular facilities, to create new travel

demand.

○ In addition, as a potential future service, we will consider building a service that

provides, for example, shared office reservations at train stations and career

development content that can be viewed in the train. If such a service becomes

possible, it will not only reduce the business travel burden but also lead to more

effective use of time while travelling and at destination, thus further supporting the

way business people work.

○ Also, EX travel products will be made available for purchase that allow passengers to

change trains according to their schedule and board the Shinkansen ticketless. This is

the first travel product in Japan that allows passengers to change their Shinkansen

schedule online right up until the last minute, meeting the needs of customers who

want to travel with a flexible itinerary. In addition, while we currently accept

reservations about one month prior to the boarding date, in the future, passengers will

be able to make Shinkansen reservations about one year in advance of their boarding

date. This will meet the needs of customers with early reservations for events such as

concerts, or foreign visitors to Japan who wish to make travel plans early.

○ By deploying EX-MaaS and providing attractive products for customers, we will

improve our services for both business and tourism. We believe that EX-MaaS will

make a significant contribution to future revenue growth and passenger increases.
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○ Next, I would like to talk about efforts to respond to new ways of working.

○ In order to respond to the prevalence of “remote working” styles, which has arisen

with the spread of web conferencing, we will begin to study ways to enhance the

business environment of the Tokaido Shinkansen.

○ At first, on a trial basis, we are considering setting up cars that allow people to use

computers without hesitation, such as for finishing presentation materials and making

business trip reports, as well as enhancing Wi-Fi to improve the communication

environment inside the train. At some Shinkansen stations, we are also considering

creating business-friendly spaces, such as business corners in waiting rooms, box-type

teleworking booths in station concourses, and shared offices in station buildings

directly connected to Tokyo Station.

○ With these measures, we hope to create an environment where business people who

use the Shinkansen can work seamlessly throughout their journey.

○ We will look to speed up the recovery of business demand by responding to the needs

of new ways of working, in addition to the unchanging needs of customers who want

to meet and interact with others.
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○ For non-business use, we look to expand our revenue by proposing products that meet

diversifying customer trends and needs more flexibly and promptly.

○ Specifically, we will continue to develop appealing tourist attractions, such as Kyoto

and Nara, implement appropriate measures to stimulate demand, such as “Zurashi

Tabi,” and expand partnerships with content, such as games and animation, to capture

new demand. For example, we are currently providing travel products that are

affiliated with video game content.

○ In addition, as the first step to expand “Zurashi Tabi” in cooperation with hotel

facilities, we will launch travel products in partnership with “Hoshino Resorts,” and

we would like to propose products with flexible ideas, such as a trial workation plan

that includes unlimited rides on the Shinkansen in collaboration with four hotel groups.

○ I believe that it is important to keep an eye on the needs of our customers and to come

up with various ideas to provide products that attract them in a timely manner. With the

enhancement of the EX system scheduled for the summer of 2023, we will be able to

provide MaaS contents and travel products in a more timely manner than ever before,

and we hope to expand our revenue by offering attractive products to our customers.
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○ We will also work to strengthen the profitability of the Group’s businesses.

○ The Group businesses have so far developed their businesses in a synergy effect with

the rail business. In addition to this, looking forward, we aim to strengthen our

earnings power that is not dependent on the rail business. Specifically, we would like

to expand new revenue sources by developing businesses at locations other than station

and targeted businesses.

○ For example, we will develop the space under elevated tracks to meet the needs of the

surrounding areas, including offices and restaurants, and for example, JR Nagoya

Takashimaya will open a luxury watch store “Takashimaya Watch Maison” in the Dai

Nagoya Building.

○ Also, in addition to the expansion of our EC site “IIMONO TANBOU,” we will also work

to strengthen our EC business by launching a new, “EC Shopping Mall,” a common EC

platform site for the Group.
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○ Next, I will explain about our initiatives to realize a sustainable society.

○ We will further strengthen our efforts to introduce energy-saving vehicles, which we

have been working on so far, and contribute to the realization of a sustainable society

by actively engaging in reducing CO2 emissions and promoting the effective use of

resources while incorporating the latest technology.

○ In order to achieve decarbonization, we will make further efforts to reduce CO2

emissions in line with the Japanese government’s “2050 Carbon Neutral” policy.

Of the CO2 emitted by our company, 95% is indirect emission through the electricity

we purchase, and the remaining 5% is direct emission by our diesel railcars and others.

○ Looking ahead, we will first consider electrification of diesel railcars and others to

reduce direct emissions. As for the remaining indirect emissions, in addition to the

de-carbonization of the Japanese power generation sector as a whole, we will actively

work through the adoption of new technologies, such as energy-saving rolling stock

and equipment, and consideration of the use of renewable energy.

〇 From the perspective of achieving a recycling-based society, we will also work to reduce

our environmental impact by promoting the effective use of resources, for example, by

trying to improve the recycling of aluminum used in the rolling stock of the Tokaido

Shinkansen.
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○ Next, I will explain about dividends.

○ Since our business is centered on the railway business, which is built on a strong

social mission, we strive to ensure and strengthen a long-term, stable management

foundation and adhere to the basic policy of securing internal reserves to promote

projects, including the Chuo Shinkansen Project, as well as maintaining stable

dividends.

○ Specific dividend amounts are decided in view of the business environment and

performance of each term. Based on this basic policy, we plan to propose to the

General Meeting of Shareholders year-end dividends for FY2020 of ¥65 per share,

as previously announced.

○ As for the dividend forecast for FY2021, based on the basic policy I mentioned earlier,

we plan to pay ¥65 per share for both interim and year-end dividends, taking into

account the uncertain business environment expected for the time being.
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○ In order to pursue our mission of “Contribute to the development of Japan’s main

transportation artery and social infrastructure,” we would like to improve the

convenience of our users and make further significant contributions to society, through

the various efforts explained today. At the same time, through these

initiatives, we will strive to achieve sustainable growth and live up to the trust of our

stakeholders while maintaining sound management and stable dividends.

○ The Chuo Shinkansen Project that we are promoting is also a plan that we are working

on from a long-term perspective in order to fulfill our founding mission. The Tokaido

Shinkansen, which currently serves as Japan’s main transportation artery today, will be

evolved into a dual system as a drastic measure against large-scale disasters, and by

realizing this with the Superconducting Maglev System, which has an overwhelming

time-saving effect, we will be able to realize even greater benefits and strongly fulfill

our mission in the future. Therefore, we believe that by completing this project while

maintaining sound management and stable dividends, we will secure the long-term

interests of our shareholders and other stakeholders.

○ We have recently announced that the total construction costs are expected to exceed

the initial plan, but we have confirmed that we will be able to complete this project

while maintaining sound management and stable dividends. We will continue to

steadily promote the project.
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〇 I am Hayakawa, General Manager of the Finance Department.

○ Let me start with the financial highlights for the fiscal year under review.
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○ Let me start with an overview of the consolidated results.

○ Operating revenue was ¥823.5 billion, a significant decrease of ¥1,021.1 billion in total,

due to the substantial impact of voluntary restraint on going out and travel following

the outbreak of the COVID-19 infection.

○ Operating expenses decreased by ¥180.2 billion due to a decrease in expenses at our

company and a drop in cost of sales at each company resulting from a decline in sales.

This includes cost reductions of ¥63 billion for our company and ¥15 billion for our

Group companies.

○ Despite these cost reductions, we recorded an operating loss of ¥184.7 billion. This is a

decrease of ¥840.9 billion compared to the previous fiscal year.

○ By segment, revenues and income decreased in all segments and the Transportation and

Merchandise segments recorded an operating loss. In particular, we have seen a

significant decrease in Transportation and Merchandise, including JR Tokai Takashimaya

and Tokai Kiosk, as well as in JR Tokai Hotels (Hotel) and JR Tokai Tours (Travel),

which are included in the “Other” segment.

○ Furthermore, ordinary loss was ¥262.0 billion, and net loss attributable to owners of

the parent was ¥201.5 billion.

13



〇 Next, the consolidated statement of cash flows.

・ Cash flow from operating activities was negative ¥169.3 billion due to a large drop

in revenue.

・ Cash flows from investing activities were negative ¥134.7 billion as we did not

invest funds as in the previous fiscal year but proceeded with necessary capital

investment. Expenditures concerning Chuo Shinkansen construction are

appropriated from funds withdrawn from the Chuo Shinkansen Construction Fund

Management Trust.

・ Cash and cash equivalents at the end of the fiscal year amounted to ¥719.9 billion

as the positive cash flow from financing activities offset the negative cash flow from

operating and investing activities.

・ The balance of cash and cash equivalents at the end of the fiscal year has not

changed significantly since the beginning of the fiscal year, and there are no

immediate problems with financing.

○ Long-term debt increased by ¥86.6 billion to ¥4,932.6 billion mainly due to the

procurement of long-term funds during the period to prepare for the continued decline

in revenues.

○ Capital investment totaled ¥543.2 billion. In addition to overall cost reductions, in

FY2020, we worked to control construction costs to the extent that there was no

impact on safety. Actual investment in safety and capital investment for the Chuo

Shinkansen Project are ¥205 billion and ¥270.1 billion, respectively.
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○ I will explain the non-consolidated income statement.

○ Operating revenue decreased by ¥895.1 billion to ¥541.7 billion. Looking at the

breakdown of decrease in transportation revenues by Shinkansen and conventional lines,

the Shinkansen service decreased by ¥844.0 billion and the conventional line service

decreased by ¥45.4 billion.

○ Overall, operating expenses decreased by ¥96.2 billion to ¥717.7 billion. Personnel

expenses are mainly due to a decrease in employee bonuses, etc. Non-personnel expenses

for energy, maintenance, and others all decreased. Taxes other than Income Taxes

include a decrease in business taxes, and depreciation and amortization include a

decrease for the Yamanashi Maglev Line.

○ Operating loss was ¥175.9 billion, a deterioration of ¥798.9 billion from the previous

fiscal year. Ordinary loss was ¥256.6 billion, and net loss was ¥202.3 billion.
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○ This slide shows the impact COVID had on revenues.

○ The impact on non-consolidated revenues was ¥889 billion, and the impact on

consolidated revenues was ¥1,022 billion. The impact is nearly equal to the decrease in

operating revenue.

○ In this severe business environment, we worked to reduce costs as much as possible

without compromising safe and reliable transportation and the provision of good

transportation services. As a result, the overall result for cost reduction was ¥100

billion.
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○ I am Niwa, Director and Corporate Executive Officer of Corporate Planning. I will begin

by explaining the forecast for FY2021.



○ Concerning forecast for transportation revenue, we believe that demand will recover as

the infection gets under control and the economy rebounds. An accurate outlook is

difficult to predict, but we have assumed 40% of the FY2018 level in the first quarter

based on the current situation of a declaration of a state of emergency. According to the

government’s plan, vaccination for the elderly will be completed by the end of July,

and in parallel, vaccination for people with underlying diseases is expected to proceed.

Therefore, we expect demand to gradually recover, and have assumed 65% of the

FY2018 level in the second quarter and 80% in the third and fourth quarters

○ As for expenses, we will continue to control costs and reduce CapEX under the severe

business environment. We plan to reduce costs, including CapEX, for a total

consolidated cost reduction of ¥73 billion in FY2021.
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○ As a result, on a non-consolidated basis, we expect operating revenue of ¥998 billion,

operating income of ¥212 billion, ordinary income of ¥139 billion, and net income of

¥87 billion, as shown in the slide.
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○ Next, consolidated results are also shown in the slide. We expect consolidated operating

revenues of ¥1,234 billion, operating income of ¥215 billion, ordinary income of ¥142

billion, and net income attributable to owners of the parent of ¥90 billion.
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○ Finally, I would like to explain about the “Notice regarding the total construction costs of the

Chuo Shinkansen between Shinagawa and Nagoya,” which was disclosed on April 27, 2021.
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○ Since the Construction Implementation Plan of the Chuo Shinkansen was approved by the

government in 2014, we have decided CapEX of each construction site one by one, then

signed construction contracts, and subsequently construction work has been underway. Within

this process, on one hand we began to anticipate an increase in construction costs of certain

construction sites, such as the Shinagawa and Nagoya terminals, but on the other hand, we

continued to examine the possibility of cost reduction. However, since the business

environment deteriorated sharply due to the impact of the COVID pandemic last year, we

conducted a close examination of the outlook for the construction costs for the entire section

between Shinagawa and Nagoya, reflecting factors that are considered reasonable, in order to

confirm that the plan for funding required for construction and sound management are secured.

As a result, it became clear that the total construction costs will exceed the amount previously

announced, so we disclosed as such on April 27th.

○ The total construction cost for the section between Shinagawa and Nagoya is expected to be

¥7.04 trillion. This is an increase of about ¥1.5 trillion compared to the total construction

costs of ¥5.52 trillion shown in the Construction Implementation Plan (#2)..

○ There are three main reasons for the increase in construction costs.

・The first point is “responding to challenging construction work.” This will result to a ¥500

billion increase.

・The second is “enhancing earthquake countermeasures,” for a ¥600 billion increase.

・And, the third is “securing utilization sites for excavated soil,” for a ¥300 billion increase.

Mizuno, Director General of the Chuo Shinkansen Promotion Division, will explain more

about these issues later.

○ Then, from a management point of view, we examined our future financial status and found

that based on certain reasonable assumptions, we can secure the funds necessary for

completion of the construction even after factoring in this increase in construction costs.

○ We will continue to proceed with the Chuo Shinkansen project with the aim of early realization

of the Chuo Shinkansen while ensuring sound management and stable dividends.

○ Now, Mizuno will explain the reason for the increase in construction costs.
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○ The first point is “Responding to challenging construction work,” which is the reason for

the ¥500 billion increase, and the main factor is the construction of both terminals at

Shinagawa and Nagoya Stations.

・The construction of both terminals is complicated with a long construction period, and we

placed orders by dividing the construction to the extent that we can control the risks during

the procedure of execution of contracts.

・From the beginning, we knew that the construction of both terminals would be a unique and

challenging project as we would be building a new large structure, the Chuo Shinkansen

Station, directly under the current station where the railroad was operating. However, as we

proceeded with the contracting process, we realized that it was difficult to determine the

method and foresee its costs until the final phase of construction. So we contracted for

construction work within the scope of our foreseeable risk since the construction market

remained at a high level.

・In the process of construction, we found out that the geological conditions were more severe

than we had initially expected, and we also reviewed the construction procedures and

methods because the construction area was narrow.

・In addition to this, the number of facilities that will be affected on the conventional line side

at Shinagawa Station, shown on the left in the diagram below, has increased more than

initially expected.

・Moreover, a detailed analysis of the ground conditions at the site revealed the need to

strengthen the “main pillar,” which is the main support for the Tokaido Shinkansen Station,

the Shinagawa Building, and the Chuo Shinkansen Station. We also found that the “struts,”

which are temporary beams that support buildings and other structures during construction,

needed to be strengthened as we fleshed out our construction plans.

・As for Nagoya Station on the right, we have deepened our planning, noting that the ground

around the station is complex, with a large amount of artesian groundwater and prone to

collapse.

・In recent years, the groundwater level has been rising close to the ground surface, and it has

become necessary to lower the water level or inject chemicals to prevent the excavated areas

from collapsing. In particular, the construction of the conventional line is more difficult

because the groundwater measure will be carried out in the low-head space under the

newly placed construction girder that now supports the rail track.

・We need to remove a large number of obstructions underground under the rail.

・Other than the construction of both terminals, we expect to add or change auxiliary

construction methods based on the geology and local conditions in the mountain tunnels as

an increase factor.
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○ The second point is “Enhancement of earthquake countermeasures,” which is the

reason for the ¥600 billion increase, and the main factor is to strengthen structures in

the open section, such as viaducts.

・Initially, the structures in the open section were planned to be constructed according to

the same specifications as those of Yamanashi Maglev Line, on the left side of the

diagram below.

・Since then, we have accumulated data from running tests in Yamanashi Maglev

Line, etc., and based on these data, we have analyzed the behavior of rolling stock and

structures during earthquakes. In addition to this, we conducted tests to reproduce the

shaking of structures during earthquakes by using test equipment with full-scale rolling

stock and guideways, which was newly installed at Komaki Research Center. Based

on the measures we had taken, we decided to strengthen the entirety of structures, as

shown in the diagrams in the center and on the right, to further prepare for earthquakes.

・Specifically, we decided to introduce more resilient walls of the guideway that can absorb

more rolling stock energy by flexibly deforming during earthquakes, and we also added

the necessary roadbed on the viaduct to support it.

・The soundproofing and disaster prevention hoods were also made more robust, and the

girders were strengthened accordingly, making them ideal for supporting the enlarged

structures.

・Furthermore, it was necessary to reinforce the bridges, which are the substructures

underneath, and the piles, which are foundation structures, thus increasing the overall

amount of reinforcing steel and concrete.

・There are no safety issues with the structures of Yamanashi Maglev Line that have

already been completed. So, the measures I have explained so far are designed to

strengthen the entirety of structures to further enhance earthquake preparedness as a

railway operator based on new insight. We are also planning to reinforce the structures

and guideways of Yamanashi Maglev Line, and the cost for such reinforcement is

also factored in this time.
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〇 The third point is “Securing utilization sites of excavated soil,” which is the reason for

the ¥300 billion increase.

・With regard to soil excavated in urban areas, from the beginning we thought that

securing a place to utilize it would be an important issue. However, as shown in the

diagram on the left below, with the cooperation of Yokohama City and Kawasaki City,

we tried to solve the problem of securing a place to utilize excavated soil by bearing the

costs of shore protection work and other expenses for a reclamation project at

Shinhommoku Pier in Yokohama Port and Higashi-Ogishima in Kawasaki City.

・As for the soil excavated from the mountain tunnels, we have had to increase the

transportation distance of the excavated soil and to bear the costs of maintenance at the

receiving site as we have made arrangements to secure a receiving site with the

cooperation of the parties concerned.

・As an example, the industrial park in Ina City, shown on the map on the right, has a

long transportation distance of about 60 km (one way), and the land development cost

will also be borne.

○ The construction costs will increase by ¥1.4 trillion as a result of the “Responding

to challenging construction work,” “Enhancing earthquake countermeasures,” and

“Securing utilization sites of excavated soil” as explained so far.

○ The total construction costs are expected to increase by about ¥1.5 trillion, leaving a

remaining cost of ¥100 billion. This factor includes the enhancement of emergency

response facilities related to disaster prevention, etc. to further ensure the

stability of transportation.

○ This is the end of my explanation of the reason for the increase in construction costs.
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○ Next, for your reference, here is what we have confirmed about securing the necessary

funds to complete the construction. First, concerning the assumptions for confirmation.

○ In terms of revenue, given that rail travel has been severely damaged by COVID-19 since

last year, we expect revenue to recover to 66% of the FY2018 level in FY2021, 80% in

FY2022, 90% in FY2023, and after FY2024 to 100% by FY2028. I believe that this is the

pace that can be realistically expected.

○ Next, assumptions for expenses, capital investment, and other are described in the slide.
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○ By adding approximately ¥1 trillion in new financing to the operating cash flow

obtained under these assumptions, we have confirmed that the cumulative amount of

funds available for construction between Shinagawa and Nagoya will exceed the total

construction costs of ¥7.04 trillion calculated this time by the end of FY2028.

○ As a result, as shown in the graph above, while long-term debt will be ¥6 trillion as of

FY2029, ordinary income will be approximately ¥240 billion even as of FY2029,

when depreciation and amortization for the Chuo Shinkansen Project will be recorded

throughout the year. This means that there is no problem in maintaining sound

management and stable dividends.

○ It should be noted that FY2028 is not a newly set target time for opening. It is just a

reference point, based on certain assumptions, that the total amount of funds available for

construction will exceed the total construction costs at this point.
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○ Lastly, I would like to explain the outlook for the future of the Chuo Shinkansen

Project.

○ We will prioritize sound management and stable dividends with regard to future

management just as always, and will fund the construction costs mainly through

operating cash flow, and if necessary, we will incur new debt within a reasonable range.

○ If we anticipate that we can no longer ensure sound management and stable dividends,

we will aim to complete the construction by adjusting the pace of construction,

allowing us to accumulate adequate cash flow and fully restore our financial stability.

○ It has been confirmed that we will be able to secure the necessary funds to complete

the construction work even after factoring in this increase in construction costs, and we

will continue to promote our plans for the early realization of the Chuo Shinkansen

Project while maintaining sound management and stable dividends.

○ This concludes our presentation.
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