Overview of Operating Results

During the interim period ended September 30, 2001,
the Japanese economy has reentered a recession with
falling of corporate capital investment due to the effect
of a worldwide IT slowdown, etc., coupled with sluggish-
ness of personal consumption under the severe employ-
ment situation. To overcome such a severe situation, the
JR East Group all made efforts to establish a sound and
stable management base by improving the efficiency of
business operations by carrying out a scrupulous review
of the overall expenses, coupled with reinforced endeav-
or to expand revenues.

As a result, operating revenues for the interim period
ended September 30, 2001, increased 0.1% to ¥1,261.6
billion ($10,601 million) and operating income rose
2.3% to ¥178.5 billion ($1,500 million). Although the
interest payment declined as a result of a further reduc-
tion in interest bearing debt by introducing a cash man-
agement system which controls the combined total
group funds, net income decreased 21.9% to ¥29.4 bil-
lion ($247 million), as a result of revaluation loss in the
part of holding securities.

Net cash provided by operating activities increased
by ¥16.7 billion ($140 million) to ¥237.2 billion ($1,993
million) due to a decline of ¥9.1 billion ($76 million) in
interest paid as well as a fall of ¥8.7 billion ($73 million)
in the amounts paid of income taxes, etc.

Net cash used in investing activities decreased by
¥14.6 billion ($123 million) to ¥127.6 billion ($1,072
million) because of an increase in capital expenditures
for safety and reliable transportation measures,
improvement in transportation capacity and construc-
tion of shopping centers at stations, etc.

Net cash used in financing activities increased by
¥61.8 billion ($519 million) to ¥163.8 billion ($1,377 mil-
lion) due to dividend payment and a reduction of ¥128.0
billion ($1,076 million) in total long-term debt.

As a result, cash and cash equivalents at the end of
the interim period decreased by ¥54.0 billion ($453 mil-
lion) from the beginning of the period to ¥229.9 billion
($1,932 million).

Total long-term debt as of September 30, 2001
amounted to ¥4,573.5 billion ($38,433 million).

JR East used to classify businesses of JR East and its

consolidated subsidiaries in four business segments, i.e.,

Message From the Management

Transportation, Merchandise sales, Real estate leasing
and Other services in order to disclose actual opera-
tional diversification concretely and appropriately in
accordance with the Japanese standard industrial clas-
sification. However, from this interim period, the seg-
mentation was changed to the new four segments, i.e.,
Transportation, Station space utilization, Shopping cen-
ters & office buildings and Other services, at the occa-
sion of a review of the operational management units
based on the medium-term business plan. (Detailed
segment information is described in Note 7 of “Notes to
Consolidated Semi-Annual Financial Statements” on
page 11. In the following explanation, operating rev-
enues include inside group operating revenues. The
related segment information for the interim period
ended September 30, 2000 has been reclassified to con-
form with the new business segmentation for the con-
venience of comparison.)

In Transportation, segment revenues decreased 0.4%
to ¥923.7 billion ($7,763 million) due to a fall in both
commuter and non-commuter revenues, reflecting the
severe economic condition. On the other hand, operating
income increased 1.8% to ¥140.8 billion ($1,183 million)
due to a fall in personnel expenses and depreciation costs.

In Station space utilization, segment revenues
increased 5.7% to ¥188.9 billion ($1,588 million) and
operating income increased 2.9% to ¥13.9 billion ($117
million) because efforts were made to promote a part of
the round of Sunflower Plan to make effective use of
space at or around stations, and to promote association
with non-group companies.

In Shopping centers & office buildings, segment rev-
enues decreased 0.0% to ¥85.2 billion ($716 million) as a
result that renovation of shopping centers to those
closely tied to daily activities and introduction of leading
tenants in existing stores were carried out. Operating
income increased 12.9% to ¥18.9 billion ($159 million)
due to meticulous pursuit of low cost operation.

In Other services, segment revenues increased 1.7%
to ¥223.4 billion ($1,877 million) due to further strength-
ened chain management in hotel operations and sales of
condominiums in housing development and sales busi-
ness. Operating income decreased 18.3% to ¥5.1 billion
($43 million) due to increases in outsource costs and

personnel expenses.



Medium-Term Business Plan
JR East created a medium-term business plan called
New Frontier 21 to be implemented for the period
from fiscal 2002 (the year ending March 31, 2002) to
fiscal 2006, which was announced on November 29,
2000. In this plan, the JR East Group clearly presented
its vision of the Companies as a “Trusted Life-Style
Service Creating Group,” that is, a group creating reli-
able life-style services worthy of trust by customers
through corporate activities that are open to the world.
This challenge will be approached through manage-

ment policies based on five visions: 1. creating cus-

tomer value and pursuing customer satisfaction; 2.
innovation of business through the creation of technolo-
gies; 3. harmony with society and coexistence with the
environment; 4. creating motivation and vitality; 5. rais-
ing shareholder values.

We have set five numerical goals. The following revi-
sions have been made with regard to consolidated free
cash flows and the reduction of JR East’s nonconsoli-
dated total long-term debt. The changes reflect the use
of transfer profit from the sale of shares in Japan
Telecom Co., Ltd. in October 2001 in response to a

take-over bid by Vodafone International Holding BV,

(Reference) Fiscal 2006 Target
Fiscal 2001
Actual Initial Plan Adjusted
Consolidated Free Cash Flows ¥189.1 billion ¥180 billion ¥200 billion
Consolidated ROE (return on average equity) 7.8% 10.0% 10.0%
Consghdated RO.A . 4.4% 5 5% 5 5%
(ratio of operating income to average assets)

Nonconsolidated total long-term debt Balance at end ¥500 billion ¥750 billion

of fiscal 2001: reduction over 5 years reduction over 5 years
¥4,537.5 billion (¥500 billion reduction
achieved in 3 years)
Number of employees of JR East 75,380 at start Reduction of 10,000 Reduction of 10,000
(parent company) of fiscal 2002 employees over 5 years employees over 5 years

and an improvement in financial efficiency thanks to the
introduction of a cash management system (CMS) in
the current year.

An amendment law exempting the three JR compa-
nies in Honshu (main land Japan) including JR East from
the provisions of the JR Law took effect on December 1,
2001. The only task now remaining before full privatiza-
tion is the sale of Japan Railway Construction Public
Corporation’s 12.56% shareholding (500 thousand shares)
in JR East. We will continue to move steadily toward the

goal of full privatization, which is now within reach, so

that we can respond to the expectations of shareholders
and investors by realizing the targets set down in the
New Frontier 21. We look forward to the continuing

support and understanding of all concerned.
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