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I am Hiroyuki Aoki from NTT DATA. Thank you for taking time out of your busy
schedules to be here today. I am responsible for the Public & Social Infrastructure
Segment and am going to explain its current status.
I shall talk about the organization structure, the business outline, and the market
environment of the Public & Social Infrastructure Segment first, then the growth
strategy we are pursuing and initiative cases.
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I will now explain the mission of the organization. The Public & Social Infrastructure
Segment works for the government and social infrastructures, especially public
systems as a foundation of society as well as utilities and telecommunication
segments. In addition, the segment controls regional companies under themes
including regional activation. The segment’s mission is to provide value-added IT
services for various segments where IT is utilized.
The segment is comprised of Public Sector 1 and 2 that provide services for the
public sector, local governments and the healthcare industry, the Telecom & Utility
Business Sector that provides services for the telecommunication and utilities
industries, and the Business Strategy Department that controls the overall business
segment including businesses of regional companies.
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I will now talk about the organization structure. As the responsible executive vice
president, I oversee the overall business segment. Mr. Usui, Mr. Chihara, and Mr.
Takeuchi are responsible for Public Sector 1, Public Sector 2 and the Telecom &
Utility Business Sector, respectively, as the sector heads. Mr. Yanagimachi, who is
attending this meeting, controls this business segment and is responsible for the
regional business.
The main clients of Public Sector 1 are ministries and agencies including the Ministry
of Internal Affairs and Communications and the Ministry of Land, Infrastructure,
Transport and Tourism. The main client of Public Sector 2 is the Ministry of Health,
Labour and Welfare.
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The Public & Social Infrastructure Segment has 17 group companies in total. Nine
regional hub companies from Sapporo in the north to Hakata in the south are
controlled by the Business Strategy Department. NTT DATA i is a functional
collaboration company that works with NTT DATA to develop systems of the
national government mainly in the SI business area. When including 7 other
companies, there are 17 group companies in total.
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Now, the business outline. The Public & Social Infrastructure Segment provides
value-added IT services handling social infrastructures including the government,
healthcare, telecommunication and energy infrastructures, and for regional
activation. As the disclosed information shows, the expected net sales in FY2017
are 447 billion yen, which is lower than the actual net sales in FY2016 of 455.4 billion
yen. Typically, projects handled by the Public & Social Infrastructure Segment take a
long time and are very large in scale. In the previous fiscal year, for some of such
large projects, we reached the cutover phase and started to provide services. In this
fiscal year, for some projects, we will reach the cutover phase, but the number of
such projects will be lower than that of the previous fiscal year, which will result in
slightly decreased net sales.
Speaking of the operating income, we are making efforts to achieve a target set at
45 billion yen, which is a very difficult target to attain, by trying to prohibit expected
risks from occurring, which are considerably high for some projects.
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I shall now explain changes in net sales to outside clients. In FY2017, net sales for
the overall business segment are expected to be about 300 billion yen, including
about 206 billion yen of net sales to the national government, local governments and
the healthcare industry, and about 86 billion yen to the telecommunication and
utilities segments. Net sales for the overall business segment including those to
inside clients will exceed 450 billion yen. The difference between the two figures
mainly represents net sales to NTT DATA’s group companies.
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Let’s move on to the market environment. As I explained earlier, the business
segments for which the Public & Social Infrastructure Segment is responsible are
the public sector, local governments, and the healthcare and
telecommunication/utilities industries. According to the Gartner Prediction of
Domestic IT Service Market Size, the segment has grown at CAGR of 1.0%, which is
slightly slower than the IT industry. Looking at the current status, you can see that
NTT DATA has entered numerous technology segments such as IoT, AI and digital
transformation. Another Gartner forecast shows that new technology segments will
grow further. Thus, we believe that there will be an opportunity where we can try to
enter a new segment.
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Regarding the current status of each business segment, we are still in a very tough
situation because the national government, the healthcare and
telecommunication/utilities industries and local governments strongly demand a
reduction of operation costs in the traditional systems. However, there are
opportunities for widely sharing My Number and medical information. Especially for
medical information, a law that allows anonymized information to be distributed was
established. IT investments have been actively made in areas related to ways of
utilizing various data and ways of private utilization and you can see the development
of PoC in these areas. We will take these opportunities and try to provide diversified
infrastructure services.
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Among the trends in society, the government focuses especially on Society 5.0. Each
database contains many types of big data. In various segments, you can see initiatives
for service advancement, for example, in order to specify the location and method of
handling such big data. While it is the government that creates an overview of these
initiatives, NTT DATA is conducting trials in order to determine specific services to
provide by making proposals to the government and repeating demonstration
experiments in various segments.
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I will now explain the domestic IT investment trend in Japan. According to the
government’s estimate of IT investments, costs for the existing IT operation will be
reduced in the natural course of events, but it will take a long time until costs for
new IT segments are reduced. It is expected that there will be more opportunities
for us to prepare diversified infrastructures as social foundations. Especially, in
advance of the Olympic and Paralympic Games, I think that it is a very big challenge
for us to determine how we can show Japanese IT capabilities to the world. We will
try to catch up with competitors in this segment, too.
Regarding the annual IT investments in the energy market, new technologies will
emerge, like the 5G technology in the telecommunication segment. Under such
circumstances, in the segments of Smart City and Smart Maintenance, we will
provide services to a diversified user base. Our major challenge will be to determine
how we should provide a platform in such segments.
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Now I would like to talk about the growth strategy and initiative cases. For the
existing projects, we will secure them firmly while broadening and expanding new
business with the diversification of results and know-how in this segment in various
situations. As we need to target a mid- and long-term business expansion
independent of existing SI projects in the natural course of events, especially in the
public and private arena linking power and global segments, we are broadening and
expanding new business with the diversification of results and know-how and have
taken various initiatives by utilizing our experience.
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In terms of creating more demand from existing clients using cutting-edge
technologies, we provide a 3D map called AW3D, a drone and an RPA tool called
WinActor that has become a topic of conversation. Thus, we are working to spread
cutting-edge technologies to other segments.
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I shall now explain initiative cases focusing on important points. There is an AI- and
RPA-related solution called WinActor. This is a solution developed in Japan, which is
very easy to introduce because it boots Windows on a client PC and completely
works on the PC only. Therefore, we have received inquiries for it from a lot of clients
in different situations. We will aim to increase what can be used in the private
segments.
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A 3D map service called AW3D can create a very fine map with the improved
resolution in about 0.5 meters in an urban area from the previous resolution level of
about 5 meters. In this segment, there are many opportunities to use the technology
for purposes including the prevention of disasters and telecommunication signal
interference. As there are many opportunities where mapping technologies like this
can be utilized in the autonomous driving segment, we will make an effort to expand
the sales.
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In terms of broadening and expanding new business with the diversification of results
and know-how in this segment, there is a solution called BizPICO. This is a solution
for authentication using a My Number card and is approved by public agencies. There
have been constraints related to the places and methods of using a My Number card
in the private segment such as security issues, but we are now providing
authentication services via NTT DATA’s BizPICO. Thus, we provide a platform for
data utilization in the private segment.
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Another case is AMLAD, a digital archive solution NTT DATA has provided for some
time. This was introduced by the Vatican Apostolic Library and Koyasan University as
a digital archive solution.
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There is a global case, trade procedure and customs clearance systems “NACCS.” In
October 2017, NACCS/CIS was upgraded as the sixth NACCS. Vietnam was the first
country to introduce NACCS based on the NACCS system in Japan and Myanmar
followed the country’s move.
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In the power- and gas-related segment, we have provided a cloud service called
ECONO-CREA with the function of calculating power supply and demand for electric
power retailers.
These are only part of our new initiatives. For details, please see the material you
received.
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As I explained, we will not only develop traditional systems but also expand into a new
market with results and know-how we have fostered. Then, we will aim to create more
demand from existing clients by utilizing cutting-edge technologies such as AI and IoT
and continue to create business values.
Meanwhile, there are still large-scale systems as a business foundation in the Public &
Social Infrastructure Segment. We will continue to work hard to maintain the
foundation and develop large-scale systems.
That concludes my presentation. Thank you for your kind attention.
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