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 These five themes will be explained in the following slides.
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A summary of the FY2019 consolidated results is presented on this slide. 

We achieved net sales of 3.4 T yen and operating income of 130.5 B yen.

COVID-19 had an impact of approx. 50.0 billion yen on net sales and approx. 20.0 

billion yen on operating income. 

Excluding the COVID-19 impact, operating income exceeded 150.0 billion yen, which 

also exceeds the Toshiba Next Plan target for the first year.

"Core operating income," which excludes the impact of COVID-19 and one-time 

expenses such as restructuring, doubled compared to FY18, exceeding 160.0 billion 

yen.
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Results from the fourth quarter of FY2019 are as shown. 

We achieved net sales of approx. 930.0 billion yen.  Operating income increased

significantly, to 68.0 billion yen.
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Factors causing changes in operating income from FY18 to FY19 are presented in this 

graph. 

Core operating income exceeded 160.0 billion yen in FY19 due to basic measures to 

improve profitability, which were focused on structural reforms and procurement 

reforms.

On the other hand, we recorded 10.8 billion yen in restructuring charges due to 

proactive restructuring efforts aimed at improving our earnings structure, mainly in 

the semiconductor business, where sales decreased due to trade frictions between 

China and the United States.

The impact of COVID-19 amounted to 20.3 billion yen. Details are provided in the next 

slide.
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Details of the impact of COVID-19 on FY19 are shown on this slide.

Approx. 70% of the 20.3 B yen total impact should be from delays to FY20 relating to 

installation of semiconductor manufacturing equipment for the China market, 

elevators, air conditioning etc.
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This slide shows a summary of free cash flows.

In FY19, operating cash flow was -142.1 B yen, but operating cash flow excluding one-

time factors such as LNG sales and improved subcontracting terms was +59.8 billion 

yen.

Cash and cash equivalents at the end of the fiscal year amounted to 377.0 B yen. 

Compared to interest-bearing debt at year-end excluding operating lease obligations,

our net cash position was positive.
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I would like to introduce our achievements in Year 1 of the Toshiba Next Plan.

Since the announcement of the Toshiba Next Plan in November 2018, we have 

focused on the four reforms to improve our core earning power.

In addition, we carefully considered voices from the market and engaged in 

additional measures under the leadership of the new board, including the 

privatization of 3 listed subsidiaries, proactive sale of non-business assets, 

clarification of exit criteria for monitored businesses, and a further review of executive 

compensation. 

We will further continue our activities to improve our core earning power going 

forward. We will also plan specific action items for the Toshiba Next Plan Phase 2, as 

we believe we should accelerated our initiatives aimed at further growth in order to 

maximize corporate value and to enhance TSR.
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This is the menu of items in the Toshiba Next Plan announced and committed in 

November 2018. 

Following our interim update last November, we would like to report on our progress.

We believe we have largely achieved our targets, which we review in more detail in 

the following slides.
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 This slide summarizes CFT (cross-functional teams) activities.

 We implemented over 15,000 procurement and sales reforms throughout the 

company, achieving a significant contribution of 80.9 billion yen to FY19 results when 

combined with structural reforms.

 We will further expand the scope of our CFT activities through new initiatives 

including engineering reforms and reviews of supply chains and make-or-buy 

decisions.
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This page summarizes other achievements from reforms.

We completed our exits from non-core businesses such as LNG business and overseas

nuclear power construction.  We also eliminated 64 subsidiaries, achieving 70% 

progress towards our target of a 25% reduction in subsidiaries in the first year.

We also completed the reorganization of 4 production bases, including Numazu 

factory of Toshiba Lighting & Technology Corporation.

Process reforms such as modularization and IT process renewal are also moving 

steadily forward.
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We divested functional subsidiaries such as Toshiba Logistics, and real estate in 

addition to listed shares in FY19.

We executed divestments totaling approx. 46.0 B yen.

We will continue to sell off non-business assets, in line with our strong focus on 

efficient capital management
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This slide shows trends in marginal profit ratio and fixed costs, based on core 

operating income. 

Marginal profit ratio improved significantly compared to FY18 while fixed cost 

decreased sharply as a result of various efforts in the Toshiba Next Plan phase 1.

I believe it would be safe to say that we have achieved steady progress to date in the 

Toshiba Next Plan phase 1.

We will further accelerate our initiatives towards FY20 in order to pursue an even 

stronger earnings structure.
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This is our policy for monitored business which was announced last November. We 

are adhering strictly to the new ROS 5% exit rule.

As our essential objective is to determine the true capabilities of each business, we 

plan to exclude the impact of COVID-19 in our evaluations during this fiscal year.

However, COVID-19 will not stop us from continuing our portfolio reforms.
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Our policy for monitored businesses is shown here. 

Businesses are designated as monitored business based on either of two criteria: 1) 

FY19 performance satisfies the Toshiba Next Plan target and 2) FY20 plan satisfies the 

ROS 5%.

These businesses are monitored in a detailed manner by establishing important 

business milestones, including orders received, development of new products, and 

customer approval of such new products, in addition to operating income.

For the thermal power business, we are shifting our resources from new construction 

to service operations as planned, leading to improved performance including positive 

profits in FY19. On the other hand, we will carry out additional structural reforms 

primarily overseas during the current period, as the monitoring standards for FY19 

and FY20 were not met.

As for System LSI, we expected to meet the monitoring standards in FY20 after 

withdrawing from logic LSIs (advanced ASIC*) and reducing fixed costs in FY19.  

However, considering the intensified US-China trade friction and the post-COVID-19 

market environment for our focus areas such as automotive, we believe these factors 

will have more than a temporary impact, requiring further in-depth consideration. We 

will announce our plans in this area as soon as they are finalized.

With respect to HDDs, the shift from mobile devices to near-line HDDs for data centers 

is proceeding as planned. Performance is also improving and we expect to be able to 
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meet the monitoring standards in FY20. However, as the results in FY19 

fell slightly short of plan, we will continue monitoring of the HDD 

business in FY20.

In the industrial motors business, profitability has improved thanks to a 

shift to highly efficient models and a review of the production system.

Since standards were met in both FY19 and FY20, the business has been 

removed from the monitoring list.

In the printing business, we will closely monitor Toshiba TEC's structural 

reforms and discuss necessary measures from the perspective of 

Toshiba Group's business portfolio strategy.

* Excludes in-vehicle digital operations and existing customer support
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This page shows the PMI (post merger integration) status for the 3 companies 

privatized in January-March. 

Working teams aimed at maximizing synergies have been established with the 

responsible divisions and specific initiatives have been launched.

With Toshiba Plant Systems & Services, we plan to achieve fixed cost reduction of 0.6 

billion yen through IT systems integration in addition to reducing cost of goods 

through joint procurement.

A joint development team of 180 members is developing next-generation multi-beam 

mask drawing devices, which is a pressing issue for NuFlare Technology. We aim to 

begin shipments within the fiscal year. 

In addition to sharing project information with Nishishiba Electric, we are promoting 

horizontal expansion of know-how relating to procurement and other CFT activities.
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One-time restructuring costs are being incurred as we are in the middle of a 

turnaround process.

Core operating income is therefore an important indicator for management decisions 

which objectively demonstrates the extent of recovery in the true earning power of 

the business.

We plan to steadily build up core-operating income to achieve the targets set out in 

the Toshiba Next Plan for FY2021.
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This slides provides a list of actions aimed at increasing TSR taken to date.

As I have explained several times, we consider TSR to be an important medium-to 

long-term indicator because it comprehensively and objectively reflect the results of 

our corporate activities from the perspective of our shareholders.

With respect to the recent decline in our stock price, we regret that our efforts to 

enhance enterprise value and to enhance awareness in the capital markets have not 

led to a recovery to date.

We will do our best to promote market understanding of our future enterprise value 

potential through disclosures of new business segment and specific actions based on 

our growth strategy, which will be explained in later slides.
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On April 3, 2020, we filed an application for relisting on the 1st section of the TSE and 

the NSE.

While Toshiba Group has continued to make corporate-wide improvements to 

strengthen its internal control system since 2015, we plan to further step up our 

efforts going forward.

We will continue our efforts to be recognized as a company that deserves to be listed 

in the 1st section of TSE and NSE, including those aimed at improving our corporate 

culture.
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As I have explained so far, I believe we have been successful in visibly strengthening 

our core earning power during Phase 1.

While we need to carefully assess the impact of COVID-19, we would like to embark on 

Phase 2 of the Toshiba Next Plan aimed at achieving growth.

In particular, our key themes for enterprise value maximization include resource 

allocation to growing areas, proactive investment and programmatic M&A, company-

wide reorganization to support growth, and securing growth capital through a review 

of our financial strategy.

We would like to formulate a concrete roadmap so that we can share it with you in 

November 2020.
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This slide summarizes our capital policy and shareholder returns. 

While our policy remains unchanged from the announcement in last November, we 

would like to place a priority on financial stability in light of COVID-19 and the risk of a 

second wave of infection. 

If the situation seems to be under control in the fall, we would like to consider more 

aggressive capital allocation, including shareholder returns and growth investment.

While we cannot make specific comments on KIOXIA at this time, we will pursue an 

optimal course of action to maximize shareholder value.
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We target core operating income of 220 billion yen in FY 2020 through further efforts 

to strengthen our basic earnings capabilities.

Aside from additional structural reforms, we expect the COVID-19 to have a negative

impact of 90 billion yen.

Our current operating income forecast is 110 billion yen.

The anticipated timing of COVID-19 impact is also shown in the slide. We see a larger 

impact in the first half, and the impact in the second half may be smaller than 

currently anticipated, depending on the extent of economic recovery going forward.

On the other hand, if the impact is as anticipated, we may report an operating loss of 

10-20 billion yen in the first half of the fiscal year.
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On behalf of Toshiba, I would like to take this opportunity to apologize to our 

shareholders, investors, and other stakeholders for the fictitious transactions at 

Toshiba IT Service.

We deeply regret this occurrence, especially as we have positioned internal control as 

one of our highest management priorities since the accounting problem. 

We confirmed 24 fictitious circular transactions during the four years between 2015 

and 2019.

This case originated from a sales representative at a business partner. While there is 

no evidence that Mr.X, a sales manager at TSC, had knowledge of the fictitious nature 

of the transactions, we deeply recognize that our ability to supervise and prevent its 

occurrence was insufficient.

I have given top priority to this matter since it was reported to me.  Numerous 

discussions were held at the board of directors meetings.

In this investigation, we conducted large-scale forensic research, interviews with 

related parties, and thoroughly examined the evidence under the instruction of 

external experts such as attorneys and accountants.

Several reasons can be raised for our failure to discover the transactions for several 

years, including the existence of normal transactions with the business partner, no 

problems in the settlement of transactions, and the preparation of vouchers which 

appeared valid.
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We decided on severe punitive action, second only to disciplinary 

dismissal. We have reversed approx. 1.8 B yen in total of operating 

income.

In response, we have announced measures to prevent recurrence, such 

as prohibiting direct shipments of non-value-added products other than 

proprietary products and reviewing personnel rotations and strict 

evaluation systems to prevent overdependence on specific personnel for 

specific tasks.
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Toshiba has been earnestly dealing with internal control enhancement since the 

accounting fraud scandal in 2015.

We have positioned the strengthening of internal control as a top management 

priority, implementing various preventative measures aimed at improving 

management policies, understanding and awareness of legal compliance, 

management decision-making processes, accounting processes, disclosure, and 

subsidiary oversight.

However, I believe that the measures to be taken should still be strengthened in light 

of this incident, and I intend to further improve the internal control system by 

strengthening the three-line defense system as described in the next slide.

In addition, we intend to implement measures rooted in the root cause of fraudulent 

incidents, such as "corporate culture innovation," "IT system modernization," and 

"establishment of the Compliance Advisory Committee."
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This slide outlines our 3 lines of defense against fraud risk.

We believe it is not only necessary to continue our initiatives to date, but also to 

further reinforce our internal control structure.  We will therefore implement 

initiatives to strengthen all 3 lines of defense.

First and foremost, we believe it is important for top management to talk about the 

importance of compliance and to disseminate it throughout the working level. As we 

have implemented so far, we will continue to do so in the future.

In addition, we implemented a personnel system that places importance on 

behavioral evaluations. We will also increase education spending to foster 

compliance awareness and to promote stronger awareness of the whistleblowing 

system.

As a lesson learned from TSC, we believe it is necessary to make regular personnel 

rotations mandatory and prevent overdependence on specific personnel for any given 

task. We intend to further thoroughly implement these measures as well.

The second line of defense involves checks and balances by the administrative 

divisions. Functions such as financial accounting and procurement which serve to 

monitor operations have been repositioned to report to the Corporate Division to 

separate them from business operations. This has already been implemented for the 

5 divisions listed here.

We will also improve our data collection functions, prevent human errors and achieve 
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visualization by introducing a new risk management system and 

introducing the next-generation mission-critical system.

In addition, we will continue to work to strengthen Group governance 

by reducing the number of subsidiaries as set forth in the Toshiba Next 

Plan, which is important from the aspect of strengthening internal 

control.

The third line is the strengthening of auditing functions.

In addition to strengthening the check-and-balance function by 

establishing a Compliance Advisory Meeting with external experts in 

cooperation with the Compliance Committee, which had been 

conventionally held on the executive side, we will strengthen our ability 

to detect fraud risks by increasing headcount and by strengthening 

coordination with corporate auditors.

Toshiba Group has always conducted its business operations under the 

policy of "placing the highest priority on life, safety and compliance 

(compliance with laws, social norms, and ethics).“ 

Compliance is an endless journey. I am keenly aware once again that 

the events like the recent scandal can destroy everything we have built 

up as a Group in a single moment. I am determined to take the lead in 

thoroughly implementing measures to prevent its recurrence and to 

further strengthening our corporate governance.
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Toshiba Group’s COVID-19 countermeasures are shown on this slide.

We created a COVID-19 team and declared an internal state of emergency in February, 

implementing company-wide countermeasures from two perspectives: “business 

continuity and fulfillment of social responsibilities” and “securing the safety of 

employees and the society”.
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This slide shows the operational status of our production facilities. 

Due to lockdown in some countries, such as India, and early shutdowns at domestic 

facilities, the number of locations in full operation dropped to 30% by the end of April.

This figure recovered to 90% by the end of May. The impact of delayed parts 

procurement is also expected to normalize by the end of this month, and expected to 

recover to 100% full operation.
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This slide provides a review of the impact of the global financial crisis from 2007 to 

2008.

While the impact on company’s total sales was 12%, that of current businesses was 

approximately 9%.

We believe that our organization has become relatively resilient, as the share of the 

infrastructure business within our business portfolio has increased since then.
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The left-hand side is a preliminary estimate of the impact of COVID-19 in FY2020, 

shown to be 90 billion yen in a previous slide.

We assumed that manufacturing operations would recover in April in China and in 

June or July in Europe and Asia.

On the other hand, conservatively, we expect the fall in global demand will continue 

for more than 1 year.

We do not anticipate the significant fluctuations in foreign exchange rates which were 

seen in the global financial crisis

In addition, the second wave of COVID-19 infection is assumed to have a limited 

impact.

The current status of orders received is shown on the right-hand side.

Orders for the 4 infrastructure-oriented companies increased by 14% year-on-year in 

January-March.

The impact from a decrease in orders due to COVID-19 was relatively small, falling

short of 10 billion yen.
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Our ability to secure liquidity is summarized on this slide.

At the end of March, cash and cash equivalents totaled 377 billion yen and 

commitment lines of credit totaled 258.0 billion yen.

Additional funding of 150.0 billion yen was also raised in April.

As a result, the Company has temporarily secured sufficient liquidity on hand which 

exceeds 2 months’ worth of consolidated sales, in preparation for unexpected 

contingencies.
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Initiative to ensure the safety of employees and society are shown here.

In mid-April, we had all employees work from home if at all possible.  In the latter half 

of April, when the risk of infection was highest, we significantly reduced the 

percentage of employees physically commuting to work to just under 20%.

In addition, we changed the holiday calendar and reduced the number of working 

days in April.  We also changed the financial reporting schedule, placing a priority on 

minimizing the risk of infection.

We are considering flexible hours without a core working time and a modified 

working hours system in anticipation of possible prolonged effects of COVID-19.

We also plan to cooperate in the production of antigen testing kits as a means of 

contributing to society.

As you can see, we have been preparing for the worst-case scenario and have been 

implementing unprecedented life-protection measures against COVID-19.
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We believe that we should be resilient to changes in the external environment and 

strive to be a truly sustainable company from a longer-term perspective. We also 

believe that this will lead to an increase in corporate value over the long term. 

We will also formulate business plans to achieve the target of less than 2°C, which has 

been identified as an issue by many institutional investors, and acquire SBT 

certification by the end of this fiscal year.

I would like to report on any progress in these initiatives in a timely manner going 

forward.
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I will explain further steps to maximize corporate value and enhance TSR, in our 

transformation towards an infrastructure services company.
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This slide presents a conceptual illustration of Toshiba Group's new segments.

Currently, as shown on the left, our business is divided into nearly 20 business units, 

with operations mainly broken down by industry.

The content of each business can be broadly classified into 4 categories, as shown on 

the right.

Working up from the bottom, these 4 categories are "Devices/ Products," 

"Infrastructure Systems (Installation)," "Infrastructure Services," and "Data Services."
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The positioning and policies of each functional segment are illustrated on this slide.

"Devices/ Products" mainly manufactures and sells products which are widely 

incorporated into infrastructure equipment and systems, such as semiconductors and 

motors. We aim to secure steady profits by focusing on areas where Toshiba can 

leverage its differentiating technological strengths.

"Infrastructure systems (Installation)" is a business that focuses on constructing the 

initial framework of various infrastructures. Although we faced temporary difficulty 

with losses reported in large-scale overseas projects, we will strive to improve 

profitability by strengthening project management, the selection and focus of 

businesses, and reducing fixed costs. 

“Infrastructure services” are the core business of Toshiba today. In the future, we 

plan to expand the infrastructure targeted for services and to leverage data to 

increase convenience and value-added.

“Data services” will become the core pillar of Toshiba's earnings 3 to 5 years from 

now. We will begin to organize data generated by the O&M of infrastructure services 

and activities so that they can be translated into value-added.

This is our first step toward becoming an Infrastructure Services Company that takes 

full advantage of CPS technology.
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This slide illustrates synergies between each functions.

First, “Devices/Products" possesses differentiated hardware and software which will 

strengthen the competitiveness of “Infrastructure System (Installation)"

The expansion of “Infrastructure Systems (Installation)” will lead to the expansion of 

Infrastructure Services locations.

By delegating responsibility for long-term customer relationships and O&M in 

infrastructure services, we will be able to process operational data, which will lead to 

the expansion of data services.

As the number of data services grows, the use of data can improve the operational 

quality and efficiency of “Infrastructure Services”.

In addition, by feeding back this information to “Devices/Products" and 

“Infrastructure Systems (Installation)," we are able to complete a loop of synergies 

that will lead to the development of more differentiated products.

Infrastructure Services are in the middle of this synergistic loop.

Toshiba Group will move away from a general electric company model, which was 

simply a collection of product-oriented business units. Through this synergy loop, we 

will drastically change the profit structure of each segment as an infrastructure 

services company.
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Characteristics of Infrastructure Services are shown on this slide. 

To reiterate on our long-term relationships with customers, service periods for 

electric products for railway vehicles and elevators generally exceed 30 years, while 

service periods for turbine equipment for power generation and monitoring and 

control equipment for water supply and sewerage systems last 40 to 60 years.

An example of a water purification plant is shown in the upper right quadrant. For 

facilities with a useful life of about 60 years, major equipment renewal takes place 

every 10-15 years and maintenance and inspection are carried out over a 1-to 3-year 

cycle.

The elevator business has an overwhelmingly long maintenance service period even 

when compared with other specialized manufacturers, creating stable cash flows 

which justify an EV/EBITDA multiple of over 10x.

While not as well-known as the elevator business, equipment delivered to water 

supply/sewerage systems and power plants generally has an even longer service 

period than elevators.

Toshiba Group has a track record of providing long-term support for the stable 

operation of these important social infrastructures throughout the long product life 

cycles.
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The left-hand side indicates the approximate sales and profits of the new function-

based segments.

As you can see, Infrastructure Services generated approximately 70% of total profits 

in FY2019.

The graph on the right shows the extremely stable performance of Infrastructure 

Services over the last 3 years.

In Japan, the market for renewal of aging facilities and other infrastructure 

maintenance is approximately 5 trillion yen and projected to grow at approximately 

5% per year.

In the post-COVID “new normal world,” remote monitoring using ICT technology and 

automatic maintenance using robots are expected to expand rapidly.

We believe that securing a reliable flow of services in this expanding market holds the 

key to creating significant enterprise value.

The data services business, currently in the start-up phase, is believed to be an 

extremely promising segment with potential EBITDA margins as high as 50-60%.
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Methods for securing further growth in infrastructure services are presented here.

We have identified 3 methods for expanding service locations.

These new methods are to create new infrastructure systems, taking orders for 

infrastructure services as an independent service; and programmatic M&A.

Programmatic M&A involves conducting multiple M&A deals scaling from a few to 10s

of billions of yen per year to supplement functions that are lacking or to acquire a new 

customer base.

We will leverage proceeds from asset sales, etc. to fund such growth investments.

In addition, capital investment and R&D investment will naturally be revised in line 

with our strategic direction.

Over the next 6 months, we will meet with each business manager to conduct 

detailed reviews of our strategy for expanding infrastructure services.
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We will prepare a website with our B-to-B service menu as well as a framework for

convenient use, similar to the App Store on your Smartphone. 

We have developed 12 service menus designed to meet various customer needs. This 

slide shows an example of energy services; others include failure prediction and 

remote monitoring for railway, building, logistics, and manufacturing companies. We 

aim to achieve rapid commercialization and global development.
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This slide covers the development and creation of new demand by utilizing data. 

We provide examples of value added using data on personal activities. 

Toshiba Data Corporation was established in February to accelerate the 

commercialization of this area.

Partners who share our vision and wish to collaborate with us are increasing rapidly.
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Here are some example of devices and products which support Toshiba’s differentiation. 

SCiB battery’s unique features are approved and adopted by major car and bus

manufacturers in Japan and many other countries. 

Its use has been expanded beyond cars and buses, to boats and hybrid locomotives.

47



This slide covers precision medicine.

Toshiba is developing several products with significant potential in order to develop 

the field of oncology into one of Toshiba's main businesses within 5 years.

Japonica Array is a genome analysis tool.  We achieved consent from more than 90% 

of the target 10,000 Toshiba employees to utilize their data as test data.

We will also promote the proposal of effective solutions for the prevention of lifestyle-

related diseases by coordinating analyses with medical examination data.

MicroRNA is a disruptive technique that can detect 13 types of cancer from stage zero 

with 1 drop of blood with 99% accuracy. We plan to begin a pilot trial for early cancer 

detection in the near future, targeting 1000 people.

The biodegradable liposome is a technology relating to gene therapy for cancer. We 

co-developed a “cancer-oriented liposome technology” with Shinshu University 

which enables accurate and high-efficiency transport of therapeutic cells to target 

cancer cells.

We have received several inquiries for our heavy ion radiotherapy equipment in 

response to rising demand for cancer treatment and are working on achieving orders.
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This slide covers quantum key distribution. 

We are participating in tests and demonstrations in the UK, US, and other countries 

to validate its utility.

In Japan, we are about to start a proof-of-concept study in multiple locations in 

Tokyo.

The market size is expected to expand to 2.2 trillion yen.  We will accelerate 

commercialization, aiming to become the de facto global standard.
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This slide shows areas with high expectations for commercialization going forward.

The simulated bifurcation machine selects the optimal answer from countless alternatives 

instantaneously. We are already in discussions with several financial institutions regarding its 

commercialization. 

We succeeded in enhancing overall power generation efficiency with the tandem solar cell, 

which superimposes solar cells with different characteristics.  We believe the use of highly 

efficient solar cell batteries will expand rapidly with the electrification of cars and buses, as 

well as the increased use of drones. 

Consistent with our philosophy, “Committed to people, Committed to the future”, we will 

continue to proactively develop cutting edge technologies which enriches personal lives, and 

contribute to the society.
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Toshiba intends to break away from the so-called “General Electric Company Model," 

which is merely a collection of conventional product-oriented business units, and to 

achieve significant enterprise value by transforming into an infrastructure services 

company.

Each of the new function-based segments generates significant synergies through 

interactions with all other segments.

While I was only able to provide an outline of Toshiba Next Plan Phase 2, I would like 

to present a concrete plan in November. I am sure we will not disappoint you.
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