


 Greetings, I am Toshihiko Aoyagi, president of Kyushu Railway Company. I 

would like to thank everyone here for taking time out of their busy schedules 

to join us today. 

  

 I will be covering the topics listed on this contents slide. 



 First, I would like to discuss some of the financial highlights from the fiscal 

year ended March 31, 2017. 

  

 Please turn to slide 4. 



 Consolidated operating revenues in the fiscal year ended March 31, 2017, 

were up ¥4.9 billion year on year. Although the impact of the 2016 

Kumamoto earthquakes resulted in a ¥3.6 billion decline in revenues from 

railway passenger traffic, this detractor was outweighed by a ¥2.3 billion 

increase in revenues from condominium sales coupled with a ¥4.2 billion rise 

in revenues from the retail and restaurant businesses. 

  

 Net income attributable to owners of the parent increased ¥477.8 billion due 

to the absence of impairment losses on fixed assets held in the railway 

business recorded at the end of the previous fiscal year. 

  

 EBITDA was up ¥4.0 billion as a result of favorable performance in the real 

estate lease business, which contributed ¥2.3 billion toward this figure. 

  

 More details on performance can be found on slide 5. 

  

 Next, I would like to talk about segment performance. 

 

 Please turn to slide 6. 

 

 

 





 This slide displays performance by segment. 

  

 I will offer an overview of performance in major segments. 

 

 Please turn to slide 7. 

 

 



 

 
 First, I will explain performance in the Transportation segment. 

  

 Operating revenues in this segment were down year on year because revenues 

from railway passenger traffic declined as a result of the impact of the 

Kumamoto earthquakes as well as the rebound from the brisk travel during 

Silver Week, a string of consecutive holidays that, despite not happening every 

year,  occurred in 2015. Conversely, operating income was up following a 

decrease in operating expenses in the railway business. EBITDA similarly 

increased. 

  

 Please turn to the next slide. 



 On this slide, we will look at the Real Estate segment. 

  

 In the fiscal year ended March 31, 2017, both revenues and income increased 

year on year. Lease revenues were up following the opening of the JRJP 

Hakata Building and the start of move-in availability at rental apartments 

while condominium sales revenues grew following the turnover of such 

buildings as MJR Ropponmatsu. EBITDA also rose. 

  

 If you look at slide 10, you will see information on our financial position and 

cash flows. 

  

 We will now move on to discuss non-consolidated performance. 

  

 Please turn to slide 11. 







 Non-consolidated operating revenues in the fiscal year ended March 31, 2017, rose 

¥1.1 billion year on year. The benefits of higher condominium sales and real estate 

lease revenues offset the decline in revenues from railway passenger traffic that resulted 

from the impact of the Kumamoto earthquakes. 
 

 Operating expenses were down ¥36.9 billion. By category, personnel expenses 

decreased ¥1.0 billion following a decline in the number of employees, while non-

personnel expenses decreased ¥13.7 billion as a result of lower Shinkansen track usage 

fees and repair costs. In addition, depreciation costs showed a large drop due to the 

rebound from the impairment losses recorded at the end of the previous fiscal year. 
 

 In the presentation for the previous fiscal year, the figure for the net of non-

operating income and non-operating expenses contained earnings from use of the 

Management Stabilization Fund. These earnings were not recorded in the fiscal 

year ended March 31, 2017, and were thus not added to the net figure for this 

year. As a result, the net figure in this presentation showed a year-on-year 

decrease. Meanwhile, net extraordinary losses fell as the rebound from the 

impairment losses on fixed assets held in the railway business recorded at the end 

of the previous fiscal year more than compensated for the decrease in gain on 

sales of the Management Stabilization Fund assets. 
 

 Non-consolidated net income increased ¥482.0 billion year on year. 
 

 Figures related to revenues from railway passenger traffic and transportation volumes 
can be found on slide 13. 
 

 I would next like to explain our full-year consolidated financial forecasts for the fiscal 
year ending March 31, 2018. 

 

 Please turn to slide 15. 
 









 In the fiscal year ending March 31, 2018, operating revenues are forecast to 

increase ¥13.3 billion year on year. Contributors to this increase will include a 

rise of ¥3.0 billion in revenues from railway passenger traffic set to occur as 

the impact of the 2016 Kumamoto earthquakes dissipates. Other contributions 

will likely come from revenue growth in the Retail and Restaurant segment 

anticipated to result from new store openings. 

  

 Operating income and ordinary income are both projected to decline year on 

year due to the higher taxes and depreciation costs expected in the railway 

business. 

  

 Net income attributable to owners of the parent, meanwhile, is forecast to 

increase ¥0.2 billion following a decline in extraordinary losses associated 

with the Kumamoto earthquakes. 

  

 Similarly, EBITDA is set to increase due to a rise in revenues from railway 

passenger traffic that will likely occur as the impact of the Kumamoto 

earthquakes subsides. 

  

 Next, I would like to take a look at our segment forecasts. 

 

 Please turn to slide 17. 

 





 This slide displays financial forecasts by segment. 

  

 Let me take a moment to explain the forecasts for our main segments. 

  

 In the Transportation segment, revenues are expected to increase while 

income is predicted to decline. This outcome will be a result of the rise in 

revenues from railway passenger traffic from the rebound from the prior 

impact of the Kumamoto earthquakes combined with higher operating 

expenses arising from increases in taxes and depreciation costs. 

  

 In the Real Estate segment, year-on-year declines are projected for both 

revenues and income. Although a rise in revenues will be experienced in 

relation to the openings of the commercial area portion of the Ropponmatsu 

development project and of rental apartment buildings, the benefits of this 

rise will be offset by the absence of large-scale orders recorded in the fiscal 

year ended March 31, 2017, namely, MJR Ropponmatsu. 

  

 Let us now look at the forecasts for non-consolidated performance. 

 

 Please turn to slide 18. 

 



 Non-consolidated operating revenues are forecast to increase ¥3.2 billion as 

revenues from railway passenger traffic rise due to the downward pressure 

from the Kumamoto earthquakes on performance being alleviated. 

  

 We are also projecting a ¥4.2 billion increase in operating expenses. 

Personnel expenses and repair costs will decrease, but the Company will lose 

some of the special tax breaks it has enjoyed since Japanese National 

Railways was privatized and provisions extending the period of these breaks 

will be abolished, developments that will result in higher taxes. In addition, 

higher depreciation costs will be incurred following the acquisition of new 

non-current assets. 

  

 Consequently, operating income is slated to decline ¥0.9 billion year on year. 

However, net income is anticipated to increase due to a decrease in 

extraordinary losses related to the Kumamoto earthquakes from the previous 

fiscal year. 

  

 With this, I conclude my explanation of our financial results and forecasts. 

 

 Next, please turn to slide 21. 

 

 







 Moving on, we will now discuss the progress of the JR Kyushu Group 

Medium-Term Management Plan 2016–2018. 



 Under the Medium-Term Business Plan, we are targeting consolidated 

operating revenues of ¥400.0 billion and EBITDA of ¥78.0 billion in the 

fiscal year ending March 31, 2019.  

  

 In the fiscal year ended March 31, 2017, the first year of this plan, operations 

were impacted by the Kumamoto earthquakes. However, this impact has 

since begun to dissipate, and we have been making steady progress with 

regard to the plan. In the fiscal year ending March 31, 2018, we will continue 

to forge ahead with the various measures described in the plan as we pursue 

its targets. 

 

 Please turn to the next slide. 



 With this slide, I will discuss capital investment amounts. 

  

 We have earmarked ¥190.0 billion for capital investments on a consolidated 

basis over the three-year period of the plan. As a breakdown of this amount, 

¥65.0 billion is slated to go to investments to improve safety in the railway 

business and ¥80.0 billion will be devoted to growth investments. 

  

 Growth investments totaled ¥35.9 billion in the fiscal year ended March 31, 

2017, and we are anticipating another ¥36.0 billion to be conducted in the 

fiscal year ending March 31, 2018. Accordingly, we are allowing for the 

possibility that the actual three-year investment amount might exceed ¥80.0 

billion. 

  

 Major growth investments to be conducted over the period of the plan are 

shown on this slide. 

  

 Going forward, we will continue to conduct the necessary safety investments 

for reinforcing our railway business, which serves as the foundation for all 

our businesses, while also carrying out growth investments aimed at city-

building and community revitalization. 

 

 Please turn to the next slide. 

 



 Let me now explain our dividend policy. 

  

 Our basic policy is to issue stable dividends per share with a consolidated 

dividend payout ratio at a level of approximately 30% as the standard 

guideline over the period leading up to the fiscal year ending March 31, 2019. 

  

 Year-end dividends for the fiscal year ended March 31, 2017, will be 

increased by ¥1 per share from the most recent forecast, to ¥38.50 per share. 

For the fiscal year ending March 31, 2018, the Company currently plans to 

issue annual dividends of ¥78 per share. 

  

 We will next look at our initiatives in specific businesses. 

 

 Please turn to slide 26. 

 





 In all of the businesses of JR Kyushu, we are looking to foster inter-business 

synergies through city-building activities centered on train stations that 

leverage the security and trust and customer attraction capabilities cultivated 

in our railway business. 

  

 Our initiatives in Fukuoka City serve as a good example of the Company’s 

city-building activities. Looking at these initiatives, we will see that our 

development projects, which are centered on railways and integrate station 

buildings, office buildings, condominiums, and hotels, have been contributing 

to the brisk movement of people throughout the region. These efforts have 

also had a positive impact on our railway business. 

  

 I would now like to look at initiatives in the railway business. 

 

 Please turn to the next slide. 



 The railway business serves as the foundation for all of the JR Kyushu 

Group’s businesses. In this business, we have been securing stable revenues 

from railway passenger traffic as an important transportation method that 

connects all of Kyushu. 

  

 Performance in the railway business during the fiscal year ended March 31, 

2017, was impacted by the Kumamoto earthquakes that struck in April 2016. 

However, we still managed to achieve revenues and usage figures that were 

in line with the previous fiscal year due in part to our ability to quickly 

resume operation of the Kyushu Shinkansen. 

 

 Please turn to the next slide. 



 As one facet of our yield management efforts, we are promoting usage of our 

“JR Kyushu Internet Reservation Service.” In May 2016, we enabled 

payments for this service to be made at convenience stores. 

  

 At the same time, we worked to take advantage of inbound demand by 

coordinating with overseas travel agencies and airlines to promote sales of the 

JR Kyushu Rail Pass, a product that is offered exclusively to inbound visitors 

to Japan and that allows for unlimited usage of trains within Kyushu. 

 

 Please turn to the next slide. 



 In the railway business, we are pursuing technological innovation and 

efficient business operations in order to enable the Company to respond more 

flexibly to the rapidly changing operating environment and to diversifying 

customer needs.  

  

 On this slide, you will find information regarding major initiatives to this end, 

namely, the introduction of Smart Support Station and DENCHA dual energy 

charge trains. 

  

 Looking ahead, we will continue to improve the safety and service quality we 

offer customers while also pursuing technological innovation and promoting 

efficient business operations. 

  

 Next, we will take a look at initiatives in the Real Estate segment. 

 

 Please turn to the next slide. 



 The Real Estate segment drives the growth and evolution of the Group. This 

segment comprises real estate lease and sales operations and thus develops 

important businesses that account for approximately 40% of consolidated 

EBITDA. 

  

 In the real estate lease business, we handle station buildings and other 

commercial facilities, office buildings, and rental apartments. This business 

accounts for approximately 90% of the Real Estate segment’s EBITDA. 

  

 The real estate sale business generates stable revenues by selling 

condominiums in areas throughout Kyushu. 

 

 Please turn to the next slide. 



 With this slide, I will explain initiatives in the station building business. 

  

 By conducting tenant leasing in a manner that appropriately addresses market 

trends and holding events in cooperation with local communities and 

businesses operating in the surrounding areas, the Company’s station building 

business promotes highly attractive and lively city-building activities centered 

on station buildings. In this way, we are working to improve the Group’s 

value and invigorate local economies. 

  

 In JR Hakata City and other major station buildings, we have been actively 

deploying initiatives for improving our ability to attract customers, including 

renovations and events held at areas such as station plazas. These initiatives 

are contributing to steady growth in the sales of tenants. 

  

 We will continue to advance these initiatives in the future in order to bolster 

our already high profitability and contribute to the invigoration of 

communities. 

 

 Please turn to the next slide. 



 I will next explain some of the initiatives in the apartment business. 

  

 The number of rental apartments we handle is growing alongside related 

sales. Going forward, we will move ahead with new development projects 

centered on urban areas with the aim of securing stable profits. 

  

 In condominium sales, we have an established brand in the Kyushu area, and 

we ranked No. 1 in condominium unit sales in Kyushu in both 2015 and 

2016 . We hope to expand our share going forward through new development 

projects. 

 

 Please turn to the next slide. 

 

 



 I would now like to provide an overview of the Ropponmatsu development 

project, for which openings of buildings in the eastern area of the project are 

scheduled for fall 2017. 

  

 Located in the Chuo Ward of Fukuoka City, the closest station to the 

development project is Ropponmatsu Station on the Fukuoka City Subway. 

The project is being developed on the former site of the Kyushu University 

campus, which was acquired by the Company. 

  

 We have divided the site of the development project into eastern and western 

areas. The eastern area will house commercial facilities as well as the Kyushu 

University Law School, the Fukuoka City Science Museum, and SJR 

Ropponmatsu, a facility belonging to the Company. The western area will be 

home to MJR Ropponmatsu, a condominium complex with a total of 351 

units for which turnover has already been completed. 

  

 We intend to continue proactively taking part in city-building activities that 

will contribute to the growth of the Company and to enhanced appeal for the 

respective regions, whether or not that region may lie alongside our railway 

belts. 

 

 Please turn to the next slide. 



 I will now briefly touch on our initiatives in the retail, restaurant, and hotel 

businesses. 

  

 In these businesses, we are pursuing further growth by expanding our 

operations both inside and outside of the Kyushu area. As one such initiative, 

we will open JR Kyushu Hotel Blossom Naha in June 2017. 

 

 Please turn to the next slide. 



 Lastly, I would like to talk about our development pipelines. 

  

 As shown on this slide, while maintaining our focus on Kyushu, we are also 

developing pipelines for which we can leverage our strengths in regions 

outside of Kyushu. In addition, we are scheduled to undertake development 

projects in areas surrounding Kumamoto Station and Nagasaki Station after 

the period of the JR Kyushu Group Medium-Term Management Plan 2016–

2018. 

  

 This concludes my presentation. I thank you for your attention. 












