


 Greetings, I am Toshihiko Aoyagi, representative director and 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, 2018. 

 

 Please turn to slide 4. 



 Consolidated operating revenues in the fiscal year ended March 31, 2018, 

were up ¥30.4 billion year on year as a result of higher revenues from railway 

passenger traffic stemming from the dissipation of the impacts of the 2016 

Kumamoto earthquakes felt in the previous fiscal year as well as earnings 

contributions from the newly consolidated Caterpillar Kyushu, Ltd. 

 

 Net income attributable to owners of the parent increased ¥5.6 billion as the 

benefits of higher revenues from railway passenger traffic and reduced 

extraordinary losses related to the 2016 Kumamoto earthquakes were able to 

offset the extraordinary losses associated with the heavy rain in northern 

Kyushu and typhoon No. 18, both of which occurred in 2017. 

 

 EBITDA was up ¥8.5 billion as a result of higher revenues from railway 

passenger traffic. 

 

 More details on performance can be found on slide 5. 

 

 Next, I would like to talk about segment performance. 

 

 Please turn to slide 6. 

 





 I will offer an overview of performance in major segments. 

 

 The Transportation segment posted increases in both revenue and income 

as a result of higher revenues from railway passenger traffic stemming 

from the dissipation of the impacts of the 2016 Kumamoto earthquakes felt 

in the previous fiscal year. 

 

 The Real Estate segment achieved higher revenue and income due to 

strong growth in revenues from real estate leases. 

 

 Although other segments benefited from the consolidation of Caterpillar 

Kyushu, Ltd, resulting in higher revenue, expenses associated with the 

opening of JR Kyushu Hotel Blossom Naha led to a decline in profit in 

these segments. 

 

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

 

 Please turn to slide 8. 

 

 

 

 





 Non-consolidated operating revenues in the fiscal year ended March 31, 2018, rose ¥7.5 

billion year on year. This increase can be attributed to the benefits of higher revenues 

from apartments as well as from Ropponmatsu 421, which was opened in September 

2017, combined with the rise in railway passenger traffic that resulted from the rebound 

of the impacts of the 2016 Kumamoto earthquakes felt in the previous fiscal year. 

 

 Operating expenses were up ¥4.2 billion year on year due to higher taxes on non-current 

assets and depreciation. 

 

 As a result of these factors, non-consolidated operating income rose ¥3.2 billion. 

 

 The balance of extraordinary income and losses made for an overall decrease of ¥1.9 

billion in net extraordinary losses as a result of lower extraordinary losses related to the 

2016 Kumamoto earthquakes. This decrease was achieved despite the recording of 

extraordinary losses related to heavy rain in northern Kyushu, typhoon No. 18, and a 

reduction in gain on sales of trusts. 

 

 The end result of these factors was a ¥4.0 billion year-on-year increase in net income. 

 

 Moving on, I would next like to discuss revenues from railway passenger traffic and 

transportation volumes. 

 

 Please turn to slide 10. 





 With this slide, I will explain revenues from railway passenger traffic. 

 

 Revenues from Shinkansen lines grew as the impacts of the 2016 

Kumamoto earthquakes dissipated, which, coupled with favorable usage 

trends, resulted in a ¥4.0 billion year-on-year increase in Shinkansen 

revenues. 

 

 Revenues from conventional lines also benefited from the dissipation of 

the impacts of the 2016 Kumamoto earthquakes, but revenue growth in 

this area was limited to ¥0.6 billion due to the impacts of two natural 

disasters: heavy rain in northern Kyushu and typhoon No. 18. 

 

 We will now look at our full-year forecasts for the fiscal year ending 

March 31, 2019. 

 

 Please turn to slide 12. 

 

 

 

 

 





 Consolidated operating revenues are forecast to increase in the fiscal year 

ending March 31, 2019, as a result of a rise in railway transportation revenues 

due to the rebound from the impacts of the heavy rain that occurred in 

northern Kyushu in 2017 and of typhoon No. 18, which struck in the same 

year, as well as the benefits of the newly consolidated Caterpillar Kyushu, Ltd. 

 

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

decline due to the impacts of higher depreciation costs in the railway business 

as well as a decline in the profit margins of the Construction segment. 

 

 Conversely, EBITDA is forecast to rise as the benefits of the consolidation of 

Caterpillar Kyushu will outweigh the impacts of lower income in the 

Construction segment. 

 

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

 

 Please turn to slide 14. 





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

 

 I will touch on our forecasts for the Transportation segment when 

discussing non-consolidated performance forecasts. 

 

 The Construction segment is anticipated to suffer a decrease in income as 

profit margins decline in the face of intensified competition. 

 

 Other segments will enjoy higher revenue and income due to the benefits 

of the newly consolidated Caterpillar Kyushu, Ltd. 

 

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

 

 Please turn to slide 15. 

 



 Non-consolidated operating revenues are forecast to increase as a result of 

higher revenues from railway passenger traffic. 

 

 We are also projecting an increase in operating expenses. Personnel 

expenses will decrease, but the Company will experience higher 

maintenance costs in relation to compensated track elevation projects 

along with a rise in depreciation costs. 

 

 Consequently, operating income is slated to decline ¥1.9 billion year on 

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

extraordinary losses related to natural disasters. 

 

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

 

 We will look next at slide 18. 

 







 The fiscal year ending March 31, 2019, will be the final year of the JR 

Kyushu Group Medium-Term Business Plan 2016–2018. I would thus 

like to discuss some of the business initiatives that will be implemented 

under this plan. 
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 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 provider of transportation that connects all of Kyushu. 

 

 In the fiscal year ended March 31, 2018, revenues from railway passenger traffic 

reached a record high as the impacts of the 2016 Kumamoto earthquakes dissipated and 

as we collected the returns from various revenue-boosting measures. This impressive 

feat was achieved despite the impacts of natural disasters, namely the heavy rain in 

northern Kyushu and typhoon No. 18. 

 

 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.” To this end, we will work to improve the convenience and 

appeal of this service by allowing payments to be made at convenience stores and 

integrating the points earned with other services. 

 

 At the same time, we are working 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. 

 

 In addition, we implemented measures in relation to our exclusive booking site for rail 

pass holders aimed at boosting revenues by addressing diversifying customer needs. 

Specific measures included allowing for advanced purchases of rail passes and 

reservations of seats. 

 

 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 development of next-generation rolling stock and the expansion of 

Smart Support Station. 

 

 JR Kyushu is engaged in the development of suburban-type rolling stock that utilize 

new technologies and will therefore be instrumental in supporting the future of the 

Company. These rolling stock are anticipated to contribute to reduced costs in the 

future as our standard model. 

 

 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. 

 

 I would now like to discuss the natural disasters that occurred in the fiscal year 

ended March 31, 2018, and the impacts these disasters had on our performance. 

 

 Please turn to the next slide. 



 The heavy rain that occurred in northern Kyushu in July 2017 caused damages 

centered on the Kyudai Main Line and the Hitahikosan Line. These damages include 

tracks as well as the Kagetsugawa Bridge being washed away. 

 

 In addition, typhoon No. 18 damaged railroad facilities on the Nippo Main Line and 

the Houhi Main Line  when it struck Kyushu in September of last year. 

 

 We have since managed to resume train operations on the Houhi Main Line and 

Nippo Main Line, in October and December, respectively. We are moving ahead 

with the restoration of the Kyudai Main Line with the aim of resuming operations on 

this line on July 14, 2018. 

 

 Moreover, these natural disasters resulted in extraordinary losses of approximately 

¥3.8 billion. 

 

 Please turn to the next slide. 
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 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. 

 

 In the fiscal year ending March 31, 2019, we anticipate that the Real 

Estate segment will see a year-on-year increase in EBITDA supported by 

stable performance in the real estate lease business. 

 

 Please turn to the next slide. 



 The Company’s station building business promotes highly attractive and lively city-

building activities centered on station buildings. These activities are largely 

conducted in the areas surrounding major stations in Kyushu. In this way, we are 

working to improve the Group’s value and invigorate local economies. 

 

 By generating high levels of earnings through the use of our operational expertise and 

marketing strategies, we have continued to achieve growth in this business since the 

founding of the Company. 

 

 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, and 

occupancy rates remain high. 

 

  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 established a position in Kyushu as a popular brand that 

quickly sells out condominiums. We hope to expand our market share going forward 

through new development projects. 

 

 Please turn to the next slide. 

 

 



 With this slide, we will look at initiatives in other businesses, specifically the hotel business 

and the seniors business. 

 

 Advances in the hotel business include opening JR Kyushu Hotel Blossom Naha in Okinawa 

during June 2017 and acquiring service apartments in Bangkok, Thailand in December of the 

same year. These initiatives have resulted in us operating a total 16 facilities with more than 

3,000 rooms in this business. 

 

 At the same time, we saw steady growth in business revenues amid a sharp increase in non-

Japanese visitors stemming from a rise in inbound travel demand. 

 

 In the seniors business, meanwhile, we operate the SJR brand of apartments designed 

specifically for senior citizens. 

 

 Under this brand, we opened SJR Ropponmatsu in September 2017 as part of the 

Ropponmatsu development project. 

 

 The number of units we handle in the seniors business has continued to grow since its 

inception. 

 

 Please turn to the next slide. 

 

 

 
 



 The major projects in our development pipeline are shown on this slide. 

 

 Although our focus remains on Kyushu, we have also extended our pipeline outside of this 

region to develop projects that capitalize on JR Kyushu’s strengths in other regions. 

 

 Looking beyond the period of the current Medium-Term Business Plan, we are planning 

the development of Hakata Ekimae 2-Chome Complex, which will primarily consist of 

hotels, a hotel in the Shinbashi area of Tokyo, as well as a few large-scale development 

projects in Kyushu, specifically the Kumamoto Station Building and Nagasaki Station 

area development project. 

 

 Please turn to the next slide. 

 



 New business initiatives included the acquisition of stock in Caterpillar Kyushu, which took 

place in October 2017. This company will be used to perform construction based on orders from 

the Group as well as for expanding rental operations by leveraging financial subsidiaries and 

generating synergies through enhanced coordination in rolling stock, machinery, equipment, and 

other manufacturing and maintenance fields. 

 

 Moving forward, we will continue to examine M&A activities as an option in fields that are 

peripheral to our existing businesses as well as in fields where we will be able to capitalize on 

the strengths of the JR Kyushu Group. 

 

 As part of our efforts to tackle challenges outside of the Kyushu area, we entered into the service 

apartment business in Thailand with an eye to expanding operations in Asia. We kicked off our 

operations in this field under the Shama brand in April 2018 through a business alliance with 

ONYX Hospitality Group, an international company active in China and Southeast Asia. 

 

 Through the process of conducting sales activities aimed at non-Japanese customers and 

engaging in other aspects of this business, we hope to gain fresh new insight that can be of use in 

operations in Japan. 

 

 Next, please turn to slide 31. 

 





 The Medium-Term Business Plan targets consolidated operating revenues of ¥400.0 billion 

and consolidated EBITDA of ¥78.0 billion in the fiscal year ending March 31, 2019. 

 

 We succeeded in achieving our targets for operating revenues and EBITDA in the fiscal year 

ended March 31, 2018, the second year of the plan. 

 

 The fiscal year ending March 31, 2019, will be the final year of the current Medium-Term 

Business Plan. As indicated in our performance forecasts, in this year we aim to generate 

operating revenues and EBITDA that exceed the levels seen in the fiscal year ended March 

31, 2018. 

 

 Please turn to the next slide. 

 

 

 



 The next subject I want to touch on is capital investment. 

 

 Over the three-year period of the Medium-Term Business Plan, we had initially intended to 

conduct a total of ¥190.0 billion worth of investments on a consolidated basis. Of this 

amount, ¥65.0 billion was to be directed toward investments to improve safety in the 

railway business while ¥80.0 billion had been earmarked for growth investments. 

 However, given that we conducted ¥75.0 billion in growth investments during the first two 

years of the plan, we now expect that the three-year total for growth investments will be 

higher than the projected ¥80.0 billion. 

 Major growth investments under the Medium-Term Business Plan are listed on this slide. 

 In the fiscal year ending March 31, 2019, the final year of the Medium-Term Business Plan, 

growth investments will be focused on the real estate lease business, and we are projecting a 

three-year total for capital investments of ¥239.0 billion, much higher than initially 

projected by the plan. 

 While making continuous investments in improving safety as necessary to reinforce the 

foundation of our core railway business, we will actively carry out growth investments that 

contribute to future urban development and invigorate local communities. 

 

 Please turn to the next slide. 

 

 



 I will now discuss shareholder returns.  

 

 We have adopted a basic policy of issuing stable per share dividends by 

targeting a consolidated payout ratio at a level of approximately 30% until 

the fiscal year ending March 31, 2019. 

 

 Based on the Company’s performance in the fiscal year ended March 31, 

2018, we have decided to propose a year-end dividend of ¥44 per share for 

this year, an increase of ¥5 above the previous dividend forecast. This 

proposal will be submitted to the General Meeting of Shareholders for 

approval. 

 

 As for the fiscal year ending March 31, 2019, we currently plan to issue an 

annual dividend of ¥83 per share, the same as for the fiscal year ended 

March 31, 2018. 

 

 Please turn to the next slide. 

 



 We are currently in the process of formulating the numeric forecasts and other provisions of 

the next Medium-Term Business Plan, and we look to announce this plan when the timing 

is appropriate. For the time being, I would like to briefly explain our forecasts leading up to 

the fiscal year ending March 31, 2021. 

 

 Assuming we move forward with the measures laid out in the current Medium-Term 

Business Plan, our medium-term outlook projects that EBITDA should decline in the fiscal 

year ending March 31, 2020, as a result of the abolishment of the special tax measures that 

the Company has benefited from previously. Nevertheless, EBITDA in the fiscal year 

ending March 31, 2021, is forecast to be higher than in the fiscal year ended March 31, 

2018. 

 

 Under the guidance of the JR Kyushu Group Medium-Term Business Plan 2016–2018, we 

succeeded in building solid operation foundations to support the continuation of our 

business activities over the long term and even achieved listing on the stock market. As for 

the next Medium-Term Business Plan, we aim to gear the plan toward utilizing these 

operating foundations in the pursuit of future growth. 

 

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

 
















