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Corporate Governance

Trilateral Roundtable Discussion Bet

Audit and Supervisory Committ
Members and the Chairman

Outside Director and Audit and Supervisory Committee Member Hiroshi Koike, Outside Directo
and Supervisory Committee Member Tomoko Amaya, and Chairman of the Board of Directors
participated in a trilateral roundtable discussion that focused en the Group’s initiatives and chal
internal control, internal auditing, and risk management, as well as policies for improving and st
Group governance and enhancing the effectiveness of the Board of Directors.

-

[and Audit

uji Fukasawa
lenges regarding
rengthening

Chairman of the Board of Directors

FUKASAWA Yu;ji

Qutside Director (Member of the Audit
and Supervisory Committee)

KOIKE Hiroshi

JR East Group Report 2025 | INTEGRATED REPORT

Outside Director (Member of the Audit and
Supervisory Committee)

AMAYA Tomoko

Establishment and Operation of
Internal Control

Fukasawa To date, we have promoted discussions on the Group’s
internal control with the aim of concretely realizing the transition

from a railway-focused to a people-focused approach, as outlined in
"Move Up” 2027. In terms of content, the foundations are compliance,
ensuring safety and security, preventing financial losses, and

ensuring the soundness of financial statements. With regard to risk
management, in addition to internal control in the narrow sense, which
involves identifying risks and implementing the PDCA cycle using risk
response tables for each Group company, we have also promoted
internal control in the broad sense by focusing on wide-ranging risk
management that places emphasis on taking on challenges. Recently,
we have also been designing management audits to audit the progress
of various measures.

On the other hand, scandals have recently come to light within the
Group, including the falsification of wheelset data and fraudulent
personnel cost claims related to projects commissioned by central
government ministries. | apologize to all stakeholders for the concern
and inconvenience these incidents have caused. With regard to the
fraudulent personnel cost claims, we received extremely serious
criticisms from an external investigation committee, citing a lack of
risk sensitivity and compliance awareness among management, a lack
of transparency in operations, and a culture that makes it difficult to
speak up about fraud. Regarding compliance, since the discovery of
fraudulent reporting of water intake at the Shinanogawa Power Station
in 2008, we have been providing education to all Group employees,
but | believe that this education also needs to be restructured. Over
the past few years, the challenges taken on by employees have been
realized in various ways, and so | believe that the system of internal
control in a broad sense has been a success to some extent. However,
there have been issues with the way risk management is carried out.
We are currently working on how to change and revise this.

Koike The Group’s unique internal control described by Mr. Fukasawa
is particularly relevant in the railway department. In fact, when | speak
with young employees and managers at frontline workplaces during
on-site inspections, | can sense positive changes. The organization

is being restructured, and | can see efforts being made to change

the previous structure that was based on following precedents.
However, because the railway business has its own unique business
characteristics and profitability, it appears that efforts have yet to lead
to any improvements. In addition, when it comes to internal control

in the broad sense that encourages people to take on challenges,
perhaps we should think of Mobility, which is centered on railways, as
a separate entity from Lifestyle Solutions. It is also important to bear in
mind that in the area of Lifestyle Solutions, where business risks lurk
everywhere, internal control in the narrow sense is key.

Mr. Fukasawa mentioned the falsification of wheelset data. This
incident raises concerns about growing complacency in actions to
ensure safety. | believe that the fraudulent personnel cost claims
were partly caused by the fact that the advertising business and the
outsourcing business were misinterpreted as the same business,

and that human resources with extensive experience in the railway
business but little experience in the Lifestyle Solutions business were

involved in said business. The two businesses are quite different, and

what has been cultivated in the railway business does not necessarily
translate directly to the Lifestyle Solutions business. The scale of the
Group companies that make up each business is also quite different.
For these reasons, it may be necessary to adopt different approaches

to internal control and compliance in dual-axis management.

Amaya The first thing | noticed upon assuming my position was

the large gap between Group governance awareness and response
required for dual-axis management and reality. As the importance of
Group companies, including those in the Lifestyle Solutions business,
continues to grow quantitatively and they qualitatively become part of
the overall Group strategy, the head office, as a headquarters, must
take responsibility for Group companies, rather than leaving them to
their own resourcefulness, as has been done in the past. However, |
frankly feel that this awareness has been lacking.

There is also a tendency to apply the concepts of the railway business
to other businesses without fully considering the differences between
them. For example, the phrase “encouraging employees to take on
challenges through their own initiative” is frequently used within the
Company. This comes from the background of the railway business,
which, in addition to expecting employees to carry out their regular
work honestly, encourages them to also go beyond those roles.
However, this is being implemented across the entire Group, including
in areas where employees are competing to come up with strategies to
increase sales. Regarding the issue of fraudulent personnel cost claims,
which Mr. Fukasawa pointed out, | get the impression that some
people are simply viewing this as a violation of business processes,
despite the fact that the business model itself had structural issues.
Since the Company originally focused on a single business, namely the
railway business, it could be said that the importance of understanding
the business model has not yet taken root.

Fukasawa As you both pointed out, it cannot be denied that we

have focused on the railway business, including when it comes to
governance. In fact, the department in charge of Lifestyle Solutions,
which has focused on business around stations and railways, was
previously engaged in work that was geared more towards the railway
business side of things. Regarding the incident involving JR East
Marketing & Communications, Inc., while | sincerely believe that the

lack of moral awareness that was pointed out was a factor, it is also
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possible that they were unable to stop because their main form of
railway advertising suffered a major decline due to the COVID-19
pandemic. We are now reaffirming that the weakness of our initiatives
as an overall Group and the fact that awareness of governance has
been lagging behind are real issues that need to be changed and
addressed.

Establishment of an Expert Committee
to Improve and Strengthen Group
Governance

Fukasawa In order to achieve true Group management going forward,
we must take responsibility for reforming Group governance. As has
been pointed out, the Group previously focused on a variety of issues
primarily within the framework of the railway business, and | would like
to receive a wide range of advice from outside experts on how they
view us. We must also properly reflect the opinions of outside directors
and Audit and Supervisory Committee members.

Koike As we shift from “Move Up” 2027 to “To the Next Stage” 2034,
the ratio of railway to non-railway businesses has steadily become
more balanced, and currently the Company is strongly promoting
dual-axis management. It will take considerable effort to achieve this,
and it is not something that can happen in one leap. | see discussions
by the Expert Committee as one of the processes of necessary for
transformation, and at this time, it is extremely important to receive
external opinions. The committee provided us, Audit and Supervisory
Committee members, with opportunities to express our opinions. |
expect the Expert Committee to compile appropriate reports, but rather
than simply accepting the contents and recommendations of these
reports as golden rules, it is important for the Group to think deeply
about them and modify them into measures that can be implemented.
There is no end in sight to these problems, and | believe that we must
continue to make earnest efforts towards improvement as the situation
changes.

Amaya If | may speak frankly, | do not believe it was a bad thing that
these issues coincided with the timing of the change in strategy and
organization from “Move Up” 2027 to “To the Next Stage” 2034.
Moreover, from my own perspective, | believe that governance issues
come down to how much the people in charge of management have
grappled with them, and how much they continue to grapple with them.
| hope that the discussions with the members of the Expert Committee
will stimulate deep reflection and lead to meaningful reform.

Fukasawa In order to increase our risk sensitivity, even slightly, we will
thoroughly incorporate external opinions and knowledge about external
cases through the Expert Committee.

Initiatives to Improve the Effectiveness
of the Board of Directors

Fukasawa Something that | think should be specifically reviewed, and

this ties in with our earlier discussion, is the way that agenda items

have focused on the railway business. For example, there have been
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large railway-related capital investments, and many themes related to

this were discussed at Board of Directors meetings. Ideally, the Board
of Directors should be devoting time to strategic discussions, and |
would like work on reviewing this point. Furthermore, the Company
has established the “management meeting” as a meeting body to
share and discuss medium- to long-term strategies and other matters
requiring consideration with outside directors before a Board of
Directors meeting. However, to date, the process from management
meetings to Board of Directors meetings has not always functioned
adequately. Going forward, we plan to make even more proactive use
of management meetings in order to expand opportunities for strategic
discussion and improve the effectiveness of the Board of Directors.

Amaya Given the Company’s existing decision-making process, |
believe that the mechanisms for discussion, including those with
outside directors at Board of Directors meetings and management
meetings, are fairly well-developed. On the other hand, there is room
for improvement in the expansion of more strategic discussions and in
the way individual cases are submitted for deliberation.

For example, when it comes to strategic discussions, | think that
Board of Directors meetings and management meetings should have
more discussions about identifying issues, setting targets, evaluating
various approaches or options, and prioritizing them, which are the
stages that come before the creation of a paper titled “Strategy for
XXX.” However, under the existing process, these aspects tend to

be viewed as informal advance preparations. In addition, rather than
deliberating on individual cases, | believe the Company should shift
towards a system in which the Board of Directors decides on policies
and criteria for judgment, and then provides more detailed follow-up
on implementation statuses. Overall, this will change the way decisions
are made, but it is the next step in improving the effectiveness of the
Board of Directors.

Koike Regarding the point made by Director Amaya, | believe that the
executive side is also concerned about the same issues following the
transition to a company with audit and supervisory committee system
of governance. | believe that the flow of decision-making processes will
change going forward.

Fukasawa When considering how to improve the effectiveness of
the Board of Directors, | believe that the discussions we are currently
conducting regarding management based on business units will

become extremely important. The current structure for business

units was established with the aim of recognizing issues and setting
targets for the entire Group, while also being conscious of comparing
each business with other companies. Therefore, | believe we need to
increase discussions on what kind of PDCA cycle to implement for
each business. We ourselves must build business models based on a
thorough understanding of the characteristics of each business, and

I would like to hear the opinions of various people, including the two
of you, and deepen discussions on management based on business
units.

The Board of Directors’ Initiatives and
Policies in FY2026.3

Fukasawa The Expert Committee is expected to report on a certain
direction for Group governance and compliance by the end of the
year. We will take this seriously and develop and implement measures
to improve and prevent problems. It is also important that all Group
employees understand and accept our new management vision, “To
the Next Stage” 2034, and that they are able to reflect it in their own
actions. | would like to make this the year in which we thoroughly
implement this vision.

In addition, the “technical service industry” that we have been
promoting for some time now, which entails actively incorporating
new technologies and figuring out how to link these technologies to
services and businesses, is important, and | will continue to promote it
in my role as Chairman.

Expectations and Aspirations for
Realizing “To the Next Stage” 2034

Koike This is a very ambitious vision, and | look forward to seeing

it develop dynamically. To achieve it, the Company is working on
various initiatives, including organizational restructuring, new human
resource strategies, and consolidated cash flow management by
business unit. | hope that these initiatives will provide solid support for
the development of the vision. In addition, the Mobility and Lifestyle
Solutions, which are the dual axes, have very different business
formats and scopes, therefore | would like for the Company to carefully
consider how to handle them. In this regard, | will be keeping an eye
on internal control and governance of Lifestyle Solutions with a great
interest, based on my background and knowledge.

Moreover, among our many Group companies, there are a variety

of companies with different legal systems. In Lifestyle Solutions,
economic distortions that arise when pursuing profits, various rules,
and technical legal regulations differ from industry to industry,
therefore it is necessary to study these on a daily basis. Furthermore,
when it comes to legal reforms, it is not always be easy for individual
companies to grasp the broad range of issues and complete their
responses, therefore JR East will need to strategically consider how it
will handle its legal affairs. | will be keeping an eye on this point as well.

Amaya As | mentioned earlier, the root of the problem with Group
governance lies in the gap between awareness and reality when it
comes to promoting dual-axis management. If we implement superficial

measures without also implementing a change in awareness, there

will be no increase in effectiveness. Under “To the Next Stage” 2034,
the Group will be developing strategies for new businesses, therefore
| would like to reiterate that there is no time to waste. In fact, as of
this fiscal year, the Audit and Supervisory Committee’s audit policy
and audit plan now clearly describe a process for pointing out and
discussing with relevant departments at JR East any issues that arise
from audits of frontline workplaces and Group companies. Going
forward, | will continue to hold discussions with JR East executives
based on audit results to promote a change in awareness, with the
ambition of transforming the Company into a true headquarters for
the Group. My impression from my experience to date is that once
executives understand and accept the situation, things start moving
very quickly, and | believe the new process will produce great results.
I am truly looking forward to the Company’s transformation into a
headquarters for the Group.

Fukasawa Now that dual-axis management has been adopted, it is

of course essential to carefully consider our approach to governance
and change what needs to be changed. Furthermore, as | mentioned
earlier, we intend to continue working with high aspirations towards our
goal of becoming a true technical service industry, and we will take on
challenges while coming up with concrete ideas.

Finally, one other point that | would like to mention from a long-term
perspective is sustainability. In addition to the sustainability of the JR
East Group, the sustainability of the railway industry itself is becoming
increasingly important, with Japan’s population decline showing no
signs of stopping. As you know, the railway business operates under
a variety of regulations, and despite changes in the world, many of
these regulations have remained unchanged for a long time. However,
in order to operate the railway business sustainably into the future, a
review may be necessary. JR East, on behalf of the railway industry,
recognizes the need to actively engage with the government and other
relevant parties and consider the supply chain as an entire industry,
and will continue to fulfill this role.
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