

I am Toshihiko Aoyagi, the president of JR Kyushu. I would like to thank you for taking the
time to attend our presentation today.



I will discuss the JR Kyushu Group Medium-Term Business Plan 2019–2021, which was
announced on March 19.



The title of the medium-term business plan, which is the first plan that the Company has
formulated since its stock exchange listing, is Toward the Next Growth Stage. This title
reflects our intention to make the three-year period of this medium-term business plan a
time for the JR Kyushu Group to advance to the next growth stage.



Please turn to slide 2.



First, I will review the previous medium-term business plan.



For the three key strategies, we were able to steadily produce results, including those
listed here. On the other hand, we also identified issues that will require continued efforts
going forward. Also, as a result of our stock exchange listing, recognition has become a
new issue for JR Kyushu.



Under the medium-term business plan, we will take steps to steadily address this issue,
and some measures to address this issue are listed here.



Please turn to the next slide.



Looking at the target management indicators in the previous medium-term business plan,
we expect to surpass the targets for both operating revenues and EBITDA.



In addition, in regard to the amount of capital investment, which was provided for
reference, we expect to exceed the initially planned figure of ¥190.0 billion due to
additional growth investment in rental apartments, hotels, business in Thailand, etc.



Please turn to the next slide.



The Group's operating environment is expected to undergo increasingly dramatic change
going forward, and these changes will, of course, include both opportunities and threats.



The period of the medium-term business plan has been set at three years due to our
focus on establishing highly feasbile measures and targets. However, given the changes
in the operating environment, we will need new viewpoints that are not limited to
extensions of existing approaches. To develop our business into the future, we believe
that we will need a longer-term perspective.



Please turn to the next slide.



Accordingly, we formulated the new 2030 Long-Term Vision.



To fulfill our social responsibilities in the area of mobility services, the JR Kyushu Group
will take on the challenge of establishing sustainable mobility services. While leveraging
these mobility services, we will contribute to the sustainable development of Kyushu
through city-building initiatives that draw on the distinctive characteristics of local
communities, such as in Hakata, Oita, etc. This is our vision for 2030. The definition of
the term city-building as used by the JR Kyushu Group is provided on page 26, so please
refer to that page.



Please turn to the next slide.



This slide shows the positioning of the medium-term business plan and provides an
overview of the plan. With consideration for the issues that have been carried over from
the previous medium-term business plan, and targeting the realization of the 2030 LongTerm Vision, we established three priority initiatives.



With a foundation provided by the further reinforcement of our management foundation,
we will strive to move forward in two areas. First, we will aim to strengthen our earning
power in key businesses. Second, we will simultaneously pursue growth and evolution in
new regions.



Please turn to the next slide.



The first priority initiative is further strengthen our management foundation.



With a focus on both strengthening governance and promoting efficient segment
management, we will aggressively advance the establishment of the necessary systems.



With regard to strengthening governance, on March 19, 2019, we established the
Nomination and Compensation Advisory Committee, and we are considering the
introduction of stock compensation in order to enhance value shared with shareholders.



Please turn to the next slide.



To promote segment management, from April 1, 2019, we will establish intermediate
holding companies in the station building and hotel businesses, and implement segment
classification changes, etc. Information about the intermediate holding companies was
disclosed on December 25, 2018.



The major change in segment classifications is the transfer of the hotel business, which
has been a part of the Other segment, to the Real Estate Segment. At the same time, the
name of the Real Estate Segment will be changed to the Real Estate and Hotels Segment.



Also, to handle segment profit/loss recognition in a more practical and effective manner,
revenue/expense classifications between the Transportation Segment and the Real Estate
and Hotels Segment will be changed.



Please turn to the next slide.



Next, I will discuss measures in the railway business related to the second priority
initiative, which is further strengthen our earnings power in key businesses.



In the railway business, as described in the review of the previous medium-term business
plan, issues include higher depreciation and measures to address natural disasters and
aging facilities and rolling stock.



Kyushu's total population is declining. In addition, the birthrate is decreasing and the
population is aging. We will improve our earnings by working to bolster our earning
power in three areas — the Shinkansen, urban area demaend, and inbound tourism
demand. We will also contribute to the maintenance and advancement of a sustainable
society in Kyushu.



We will aim for revenues from railway transportation of ¥154.0 billion in FY22.3, and we
will work to achieve our plan of increasing revenues from both the Shinkansen and
conventional lines, despite the adverse trends of a decreasing total population, a
declining birthrate, and an aging society.



Please turn to the next slide.



To increase productivity in the railway business, we will aggressively utilize new
technologies and promote efficiency and workforce reductions.



The graph at the bottom of the slide shows expected operating income in the
Transportation Segment. Moving forward, with the population declining, the operating
environment in the railway business will become increasingly challenging. In addition,
while we anticipate a continued decline in personnel costs, we also expect higher
depreciation, etc., and as a result operating income is expected to decline from the
current level. Although not shown here, EBITDA in the Transportation segment is
expected to increase from the current level.



We will strive to improve earning power and productivity, and we will work together with
each region as we aim to establish sustainable mobility services that support the
lifestyles of people in local communities. In this way, we will work to fulfill our role in
society as a corporate group that provides mobility services in Kyushu.



Please turn to the next slide.



In regard to the target management indicators in the Transportation segment, please
refer to the analysis of factors affecting operating income. From FY19.3 to FY22.3, the
elimination of special tax measures, higher depreciation, etc., will have an adverse
influence, while the change in revenue/expense classifications between the
Transportation segment and the Real Estate and Hotels Segment will have a positive
influence. In addition, we are expecting enhanced earning power and productivity to
have an effect of ¥3.0 billion.



Please turn to the next slide.



This slide shows strategic city-building initiatives in the Kyushu area, the center of our
business activities. We will continue to advance development in areas surrounding key
stations in Kyushu.



Please turn to the next slide.



Fukuoka aims to be one of Asia's leading cities. In order to enhance urban functions,
Fukuoka is planning deregulation initiatives, large-scale development projects, the
extension of Fukuoka City Subway Line 3 to Hakata Station, etc. Leveraging these
business opportunities, we will aggressively implement business initiatives.



Please turn to the next slide.



The Hakata Station area has one of the highest growth potentials in Fukuoka. The plan
for utilizing the space above the tracks at Hakata Station calls for utilizing that space in a
three-dimensional manner. We will also strive to leverage business opportunities such as
the Hakata Connected initiative of Fukuoka City.



The JR Kyushu Group has positioned this plan as a major growth opportunity, and we will
focus the Group's comprehensive strengths to advance this project. During the period of
this plan, we will aggressively sow seeds for the future.



Please turn to the next slide.



In development in the area around Kumamoto Station, we will leverage our experience
with city-building initiatives in Hakata, Oita, etc. We will work to help build cities that are
centered on stations and offer a wide range of functions, such as station buildings, offices,
hotels, condominiums, etc. These changes will start with the opening of an office building
in fall 2020, during the period of this plan. Moving forward, we will work to enhance
urban functions.



With the Miyazaki Station west entrance development, we will advance development in
cooperation with local companies and governments. The station building is scheduled to
open in fall 2020, during the period of this plan.



Please turn to the next slide.



In the station building business, we will increase management efficiency from a
Groupwide perspective through the establishment of JR Kyushu Ekibiru Holdings Inc., an
intermediate holding company, and we will plan and implement renovations. In addition,
we will aim to realize sustainable growth by creating lively atmospheres through the
effective utilization of station squares.



Moreover, we will create spaces for development at major stations through further
increases in efficiency in the railway business, and we will work to bolster our earning
power through development.



A certain period of time will be required for new development, and accordingly a key
point will be the extent to which we can increase revenue from existing station buildings.



Please turn to the next slide.



In regard to the target management indicators in the Real Estate and Hotels segment,
please refer to the operating income graph. The change in classifications between the
Transportation Segment and the Real Estate and Hotels Segment, etc. will have a
negative effect, but on the other hand, we expect a positive effect of ¥4.7 billion from
efforts to enhance the potential of the assets that we have accumulated and from the
profit contribution of newly opened station buildings, etc.



Including growth investment, such as development in the area around Kumamoto Station
and hotels and rental apartment, segment investment is expected to be ¥200.0 billion,
more than under the previous medium-term business plan.



Please turn to the next slide.



The third priority initiative is Growth and Evolution in New Regions.



Kyushu is the center of our operations, and in business areas in which we have cultivated
strengths in Kyushu, and in which we expect to be sufficiently competitive, we will work
to accelerate business growth through business development initiatives outside of Kyushu.
We will take steps to utilize within Kyushu the new technologies and know-how that we
have obtained outside of Kyushu, and thereby also contribute to the expansion of
business operations in Kyushu.



Please turn to the next slide.



In addition, with a focus on the long-term trend in technical innovation, we will take on
the challenge of establishing new mobility services. In regard to MaaS, we will aim to
provide mobility services that address distinctive characteristics of local communities by
incorporating new technologies, collaborating with other companies, etc.



Furthermore, we will work to improve earnings in the railway business and work to
address labor shortages in the construction, retail, and restaurant businesses.



Please turn to the next slide.



In the medium-term business plan, we set consolidated target management indicators
for operating revenues and operating income. Up to this point, we have used EBITDA
rather than operating cash flow, but considering the fact that depreciation is increasing,
we have decided to use operating income as a KPI.



Looking at the level of operating income during the period of the plan, in comparison with
FY2019/3, positive factors will include higher revenues from railway transportation, the
effect of the opening of the Kumamoto Station Building and the Miyazaki Station Building,
etc. On the other hand, negative factors will include the elimination of special tax
measures, higher depreciation, and non-recurring expenses accompanying development.
Our target for operating income in FY22.3 is ¥57.0 billion. In comparison with the period
of the previous plan, we are forecasting an increase in cumulative operating cash flow
over the period of the plan.



The table at the bottom of the slide shows target management indicators by segment.



Please turn to the next slide.



The total amount of investment over the period of the medium-term business plan is planned
at ¥340.0 billion, which is substantially higher than the forecast amount of ¥239.0 billion
under the previous plan, and we are forecasting a level of investment that will surpass the
cumulative total operating cash flow for the period.



The social role of the Group is to establish sustainable railway and mobility services, with our
priority on safety, which is our most important mission, and on service. Accordingly, we
recognize that we need to take steps to address frequent natural disasters, upgrade aging
facilities and rolling stock, etc., and that those initiatives will require funds.



In this setting, for the Group to continue to implement sustainable management, we must
achieve further growth in cash flow and profits, not only in the Transportation Segment but
also in the Real Estate and Hotels Segment and other segments. To that end, we will
continue to steadily implement growth investment during the period of the medium-term
business plan.



To realize sustainable management and growth, in principle, maintenance and upgrade
investment, certain portions of growth investment, and shareholder return will be
implemented within the limits of operating cash flow. On the other hand, to address the
shortage of cash resulting from growth investment, we will raise funds by utilizing debt at a
level that does not have an adverse influence on financial discipline.



We believe it is important to implement shareholder return in a stable manner over the long
term. In FY 20.3 and thereafter, profit is expected to decline due to the elimination of special
tax measures, etc., but nonetheless we will continue to implement stable shareholder returns.
Over the period to FY22.3, we will aim for a total payout ratio of 35% while providing stable
dividends and implementing own-stock acquisitions in line with circumstances.



Please turn to the next slide.



Since its founding, the JR Kyushu Group has collaborated with local communities through
its business activities. To continue to be a corporate group that contributes to local
communities, from the perspective of ESG, we will establish these major themes and
moving forward we will steadily take steps to address them.



This concludes my explanation. Thank you for your attention.

