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Teleconference Overview of Results
for the First Quarter of the Fiscal Year Ending March 31, 2025
Questions & Answers

Date: Tuesday, July 30, 2024
Presenter: Tomoyuki Shimoda Officer in charge of Finance/Accounting Department
Moderator: Taiga Uezono Manager, Investor Relations Group

The following outlines the Questions & Answers at the teleconference:

Q1) TI’dlike to ask you about the attendance during the first quarter. Attendance in April and June
seems to have fallen slightly short of your projection. What is the background to this result?
Severe heat also had a negative impact on attendance last fiscal year, but are there any
challenges that need to be addressed in building up attendance in the second quarter and after?

Al) The positive factor contributing to overall first quarter attendance was the strong number of
overseas guests. We also attracted a high number of domestic guests, primarily from the
Tokyo metropolitan area. However, due to last fiscal year’s high base of comparison on the
back of the Tokyo Disney Resort 40th Anniversary events having driven visits by guests
from regional areas, as well as the poor economic sentiment in April this year during the
Golden Week holidays, attendance of regional area guests turned out to be weaker than
expected, which exerted a negative effect. In addition, climate factors including heavy
rainfall also negatively affected attendance in June.

With regard to the impact of the summer heat on our financial performance, we formulated
our attendance forecast presuming the same level of heat as in the summer of last year.
However, the climate has been very hot recently, so we will closely monitor the situation.
Meanwhile, in the second half of the year, we will also be rolling out various contents
including the castle projection shows in September. We will seek to verify our attendance-
related challenges while offering contents in consideration of the heat.

Q2) TI'd like to ask you about your measures against severe heat. Are there any fundamental
medium- to long-term solutions available other than spraying water or the like, not just for
this summer? Also, I understand that it will take time to implement fundamental structural
measures, but are you making progress in your discussion? If the severe heat is to continue
over the medium and long term, is it more realistic to expect that summer holiday attendance
in the second quarter will decrease in the years ahead?

A2) One of the new measures we adopted this fiscal year was to extend the period of our special
summer events to mid-September. In addition, we removed our Disney FASTPASS ticket
vending machines to make room for a spot in which to take a break from the heat. Another
recent measure was to place air conditioners, like the ones installed at subway stations, in the
bench areas to help guests cool down.

We hope to discuss our medium- to long-term strategy for the second quarter when we
announce our next management plan.
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Will you change your approach to ticket prices in consideration of the severe heat? We are
likely to have another extremely hot summer this year. If this level of heat continues in the
summers to come, attendance may not increase so readily. If so, will you possibly adopt a
more flexible dynamic pricing system and reduce ticket prices on extremely hot days?

We are implementing new strategies to address the heat this fiscal year and intend to keep a
close eye on the situation. We have not yet decided on whether to adopt a more flexible ticket
pricing system as you mentioned. We hope to provide explanations on various ticket-related
measures as we incorporate our second-quarter strategy into our next management plan.

I understand that you will extend the summer event period to mid-September as a way to
address the intense heat, but I presume that this may result in having to shorten the popular
Halloween event. How should we perceive the risk? If lengthening the summer event period
becomes a permanent measure, the Halloween event will inevitably become shorter, possibly
posing a risk to earnings. What is your take on this situation?

We naturally want to avoid any negative impact on our business performance due to
shortening the hugely popular Halloween event period as a result of extending the summer
event period. On the other hand, if we start the Halloween event too early, we will not be able
to offer entertainment programs due to hot weather, which will also affect the Halloween
season negatively. We therefore need to give careful consideration to ensure that not only the
summer events, but also the Halloween and Christmas events are held at appropriate timings.
We will announce the timings as soon as decisions are made.

How did Disney Premier Access perform at Fantasy Springs in comparison with your sales
projection? Are you considering the adoption of dynamic pricing for Disney Premier Access?
If you do decide to adopt dynamic pricing, will you be able to execute it immediately, or will
you need to develop additional infrastructure, for example, by making an IT investment?

During the first quarter under review, Disney Premier Access sold well, as we had planned,
not only at Fantasy Springs but also for existing attractions, driving up revenue from
attractions and shows. Generally speaking, Disney Premier Access is especially popular
among overseas guests, so an increase in the number of overseas guests has exerted a positive
impact on the performance of Disney Premier Access. Whether to apply dynamic pricing to
Disney Premier Access is undetermined at this point in time. Even if we are to apply it, we
will not be able to execute it instantly, as we will need to develop a system for it. We would
like to consider the matter as a future option.

The opening of Fantasy Springs has increased the capacity of Tokyo DisneySea, which is also
allowing for a more even distribution of guests within the Theme Parks, leading to shorter
waiting times for existing attractions. Operations at Fantasy Springs seem to be getting on
track even more smoothly than expected. I’d like to confirm whether any operational issues
have emerged in the new area.

The opening of Fantasy Springs has affected the flow of guests within the entire Tokyo
DisneySea. We regard the dispersion of guests among existing attractions to be an extremely
positive impact. As for operations, we will continue with our efforts to enhance guests’
comfort in consideration of their flow and dispersion within the entire resort. Operations
within Fantasy Springs are going well at the moment, allowing us to welcome a high number
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of guests in line with our projection. We intend to further enhance the precision of our
operations. However, it remains a fact that not all guests have been able to enjoy the new area
due to the restricted entry, and we will be giving careful consideration to how and when we
should lift the restriction, but please rest assured that everything is going well currently.

I’d like to ask you about your ticket pricing strategy. I understand that the current strategy is
to offer a wider variety of tickets to make more options available to guests and enhance their
satisfaction level, and I highly commend this approach. At the same time, I'm also a little
worried that guests may be having some difficulty understanding how the overall ticket
system works, given that so many types of tickets are on offer. I’d like to confirm whether the
ticket strategy has not become a psychological obstacle for guests, discouraging them from
purchasing tickets. If so, are there any measures to address this issue?

As part of our ticket pricing strategy, we started offering high-priced tickets priced at over
10,000 yen last fiscal year, but we haven’t decided on how we should change the price range
going forward. As in the past, we would like to determine our ticket prices in careful
consideration of the results of price sensitivity surveys and market demand. As you pointed
out, the wide variety of tickets and the change in the overall ticket system may indeed seem
complicated compared to the previous system, with only Disney FASTPASS on offer. As a
way to alleviate the complexity, we are trying to help guests fully understand our ticket system
by providing information in advance, including how to use the app, as well as supporting
them within the Theme Parks. We hope you will understand that the ticket system was adopted
with the aim of enhancing convenience for guests, and we will strive to engage in adequate
communication with guests to prevent the system from imposing a burden on them. We do
not recognize any negative impact of the wide array of ticket types on current demand.

I’d like to ask you, in quantitative terms, how the opening of Fantasy Springs affected
attendance and how it differed from your projection. Although only two months have passed,
could you share your take on the positive impact of the new area and what issues you
recognize?

It is difficult to share with you the quantitative effect of Fantasy Springs on attendance and
other factors at this point in time. However, we have been receiving a huge number of positive
comments from guests about their experience at Fantasy Springs during the preview period
and after its opening. Ever since the area was opened, we have observed more guests to be
dispersed across popular existing attractions within Tokyo DisneySea, which has led to
shorter waiting times. We have therefore been receiving positive feedback through surveys
conducted on guests visiting Tokyo DisneySea. As for issues we face, we are still restricting
entry to Fantasy Springs, which is resulting in negative views from some unsatisfied guests
who could not enter. We intend to improve the situation by closely monitoring the operation,
but so far we are glad to be able to deliver substantial experience value in line with our
expectation.

If possible, could you share what you can about what your conditions are for easing the
entry restriction and expanding the capacity of Fantasy Springs?

First of all, the presumption is that the attractions are operating smoothly, so we will first
ensure smooth operation within the area to brace for more guests. The ensuing steps will be



Q10)

A10)

Q1)

All)

Ql12)

Al2)

decided in line with the observed environment within Fantasy Springs. At this moment, it is
still undecided about when we will lift the entry restriction.

With regard to your investment in the cruise business, I’d like to confirm how you intend to
use cash, given that the large-scale investment coincides with the period when cash will be
needed to address a share offering by Keisei Electric Railway. Will you earmark cash
respectively for responding to the share offering by Keisei Electric Railway and for
investment? In the likely event that a fleet of multiple cruise ships will be operated in the
medium term, will you possibly use leverage to increase ROE?

In terms of cash allocation, we will not earmark separate pools of cash for the cruise business
and for responding to a share offering by the major shareholder. We are considering the
appropriate form of cash allocation in view of the overall cashflow. In the process, we will
keep an open mind, deciding whether to use our own funds or resort to debt financing
depending on the market environment. Instead of setting money aside for individual purposes,
we will leave our options open and take actions as necessary. Although the major
shareholder’s share offering is just a hypothesis, we will carefully consider the best action in
light of its scale, shareholder value and capital efficiency. We do not intend to use leverage
merely to raise ROE, but we would like to look into debt financing in light of our capital
allocation and returns. Just because the scale of investment in our cruise business is large, it
doesn’t mean that share repurchase is no longer an option. We will take appropriate actions
in view of the situation regarding the major shareholder and the impact on the market, as well
as our cash and funding environment.

The scale of investment in the cruise business seems quite large, even in comparison with
other cruise ships in general. Is this attributable to the shipbuilding costs associated with a
Disney-related design? Or is the high cost inevitable with a ship of this scale, especially given
the current surge in shipbuilding and other costs in general? Could you tell us the breakdown
of the investment amount?

The most of our cruise business investment of approximately 330 billion yen will be allocated
to building the ship, which is of the largest scale in Japan. The rest will be used for startup
preparation and as reserve funds to prepare for the risk of exchange rate fluctuations and
surging material costs. There is no doubt that the investment amount is higher than that for
other Disney cruise ships in the past due to the impact of various recent factors.

If the cruise business grows as expected, I presume you are planning to expand the business
in the same manner as you expanded the Theme Parks. If so, how will you present the timeline
of your business plan to the market? Will it be a three-year or five-year plan like the Medium-
term Plan for the Theme Parks, or will you uphold a target equity ratio and conduct
development in alignment with the target? Please share your medium- to long-term resort
business development plan and how you will allocate your funds.

With regard to the expansion of the cruise business, we intend to first and foremost focus on
getting our first ship on track. It is a possibility that we will expand the cruise business in the
future, but the business is an unprecedented challenge for us, so we will concentrate our
efforts on operating the first ship. As for our business plan, we have different ideas in mind.
This fiscal year is the final year under the 2024 Medium-term Plan, so we intend to touch on
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our plan when we announce our next medium-term plan, but the timing of the announcement
is yet to be decided.

Is there anything you can share about the return on investment for the cruise business? I'd
like to ask you about your views about the useful life of a cruise ship and the disposal cost,
possible upside on the operating margin for the business, presumed cash recovery period,
return on investment, and such. I’d also like to ask you the expected minimum return on
investment when you decide on any investment, not necessarily the cruise business.

The statutory useful life of ships is approximately 15 years. With regard to the operating
margin for the cruise business, we hope to aim for a level on a par with that of the Theme
Park Segment within the first several years of launch. As for other matters, we cannot provide
you with an answer at this point in time.

I understand that the cruise ship to be built is about three times as large as ASUKA II, but
there are not many ports of call for such a large ship in Japan. Which ports will you be using?
Specific ports of call have not been determined yet. We will make an announcement when a
decision has been made.

Are you placing your Disney cruise shipbuilding order with a Japanese shipyard or an
overseas shipyard? I’d also like to ask you if there is a risk of delay in completion.

We are placing our shipbuilding order with MEYER WERFT, a German shipyard, which has
already built three Disney cruise ships, with another one in progress. With its extensive track
record, the shipyard is expected to complete the ship in time for our scheduled service start
date.

Please share with us your plan on capital expenditure and depreciation and amortization in
the next three to five years, or at least the general direction ahead. You are planning nearly
100 billion yen in capital expenditure for FY3/25, plus an investment in the redevelopment
of Space Mountain, which will reopen in FY3/28. The cruise ship will start operation in
FY3/29. Amid such rising funding needs, how will you balance capital expenditure and
depreciation and amortization?

We are currently in the process of determining our capital expenditure policy, along with our
policy on cash allocation under our next management plan, including the announced
investment of approximately 330 billion yen in our cruise business. We will provide an
explanation when we announce the next management plan, so please bear with us for a while.

The above is an outline of our views based on the question-and-answer session held at our Teleconference Overview of Results and

we do not guarantee or assure the accuracy or completeness of the information provided. The above information is also subject to

change without prior notice going forward. Furthermore, forward-looking statements including our forecast of financial results are

based on our perspectives and information available as of the day of the announcement. As the Group’s business is susceptible to

guests’ preferences and social and economic circumstances, the forecasts and outlooks described above do contain uncertainties.



