
 Greetings, I am Maeda, senior managing director and corporate officer of Kyushu Railway Company. I 

would like to thank everyone here for taking time out of their busy schedules to join us today.



 I would first like to apologize for the trouble caused to our shareholders and other investors with regard to 

this financial results announcement.

 On that note, please let me talk about the illegal activities that occurred at our consolidated subsidiary JR 

Kyushu Housing Company, which caused this announcement to be delayed by roughly a month.

 It was discovered that employees of JR Kyushu Housing had falsified materials pertaining to housing loans 

to receive excessive loans from financial institutions.

 In response to this discovery, we established the Third-Party Committee on October 10, 2018. This 

committee submitted a report on its investigation on November 30, 2018.

 Of the 71 cases investigated, inappropriate loan applications were found to have been submitted in 55 cases. 

The report cited causes for this issue that were rooted in the corporate culture of JR Kyushu Housing, 

namely a lack of compliance awareness among the individuals involved, a warped customer-first mentality, 

and the pressure felt to achieve targets.

 In the six-month period ended September 30, 2018, an extraordinary loss of ¥26 million was recorded to 

reflect the impact of these illegal activities on the Group’s performance. As stated in the quarterly report, 

the impact was minimal.

 Please turn to the next slide.



 The Company believes that the root cause of these illegal activities can be found in low compliance 

awareness stemming from lacking compliance education and unreliable and insufficient management 

systems. We recognize the severity of the issues pointed out in the investigation report from the Third-Party 

Committee, and we are committed to implementing measures for preventing reoccurrence, improving 

compliance awareness among employees, and strengthening corporate governance.

 As measures for preventing reoccurrence, our focuses will include instituting rigorous compliance 

education at the JR Kyushu Group, strengthening and enhancing JR Kyushu Housing’s management 

systems, building an open corporate culture at JR Kyushu Housing, implementing effective audits, 

reforming the JR Kyushu Housing personnel system, and implementing information exchange meetings 

with suppliers.

 These measures will be implemented thoroughly going forward as we seek to strengthen compliance 

systems across all JR Kyushu Group companies going forward.

 Once again, let me apologize for the trouble caused to our shareholders and other investors as a result of 

these illegal activities.





 Moving on to the body of this presentation, today we will be touching on four topics: performance in the six-

month period ended September 30, 2018, full-year performance forecasts for the year ending March 31, 

2019, the progress of the current medium-term business plan, and our thoughts on the next medium-term 

business plan.

 First, I would like to discuss our performance in the six-month period ended September 30, 2018.

 Please turn to slide 7.





 Consolidated operating revenues increased ¥20.8 billion year on year due to the benefits of the consolidation 

of Caterpillar Kyushu Co., Ltd., and higher revenues from sales of condominiums.

 Operating income similarly rose by ¥0.4 billion.

 Ordinary income was up ¥1.0 billion as a result of gains on investment securities at JR Kyushu.

 Net income attributable to owners of the parent increased by ¥3.2 billion as the absence of disaster losses 

recorded in the previous equivalent period offset the newly recorded losses in relation to the July 2018 

heavy rains.

 In addition, earnings before interest, taxes, depreciation, and amortization (EBITDA) grew ¥2.4 billion.

 More details on performance can be found on slide 8.

 We will next look at segment performance. Please turn to slide 9.





 This slide shows performance by major segment.

 The Transportation segment posted an increase in revenue but a decrease in income. This outcome was a 

result of higher railway transportation revenues coupled with an increase in depreciation costs at JR Kyushu.

 The Real Estate segment achieved higher revenue, income, and EBITDA due to an increase in revenue from 

sales of condominiums.

 The Retail and Restaurant segment posted higher revenue thanks to the benefits of new drug store and 

convenience store openings, but higher expenses pushed income and EBITDA down.

 Other segments saw increases in revenue, income, and EBITDA because of the consolidation of Caterpillar 

Kyushu and the fact that expenses at JR Kyushu Hotel Blossom Naha, which was opened in the previous 

fiscal year, declined to what will be the normal level.

 We will now move on to discuss non-consolidated performance. Please turn to slide 11.





 Non-consolidated operating revenues rose ¥2.4 billion year on year due to an increase in revenue from sales 

of condominiums.

 Despite a decrease in personnel costs, operating expenses were up ¥2.9 billion following a higher cost of 

sales of condominiums and an increase in depreciation costs stemming from a rise in fixed assets.

 The balance of extraordinary gains and losses equated to a net loss that was ¥3.7 billion lower than the loss 

recorded in the previous equivalent period. This outcome can be attributed to an increase in proceeds from 

insurance income associated with the 2016 Kumamoto earthquakes and the absence of the disaster expenses 

posted in the six-month period ended September 30, 2017, which outweighed the increase in disaster 

expenses associated with heavy rain seen in July 2018.

 As a result of these factors, non-consolidated net income rose ¥6.3 billion year on year.

 Please turn to slide 13.





 Railway transportation revenues were up 2.1% year on year due to a strong basic trend that was 1% higher 

than in the previous fiscal year for Shinkansen lines as well as the benefits of the broadcast of the Segodon

period drama on television.

 Revenues from conventional lines decreased 1% because of the impacts of the heavy rain that occurred in 

July 2018 and the rebound from favorable weather seen in the 2017 rainy season.

 Next, I would like to explain our forecasts for full-year performance in the year ending March 31, 2019.





 We have chosen not to revise the forecasts for full-year performance in the year ending March 31, 2019, 

that were announced on August 6, 2018.

 Information on segment forecasts can be found on slide 16 while forecasts for non-consolidated 

performance are detailed on slide 17.

 The next topic we will look at is segment information. Please turn to slide 19.
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 We will now be looking at the circumstances surrounding specific segments.

 Please turn to the next slide.



 The Transportation segment forms the foundation for the entire Group.

 Please turn to the next slide.



 JR Kyushu is encouraging use of the “JR Kyushu Internet Reservation Service” as part of its yield 

management efforts.

 Reservations through this service were strong, increasing year on year in the six-month period ended 

September 30, 2018.

 Meanwhile, the usage rate of the Kyushu Shinkansen stands at around 50%, indicating room for further 

improvement.

 JR Kyushu will continue to encourage new customers to use Internet reservation services while catering 

to inbound demand going forward.

 Please turn to the next slide.



 JR Kyushu is working to take advantage of inbound demand by promoting 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. Initiatives for promoting sales of this product include coordinating with airlines, 

allowing for rail passes to be purchased in advance through a dedicated website, and providing advance 

seat reservation services. These initiatives contributed to a year-on-year increase in rail pass sales.

 Inbound travelers currently account for roughly 3% of total railway transportation revenues, and we 

primarily see use by customers from South Korea, Taiwan, Hong Kong, and China.

 Most of the Chinese customers that visit Kyushu do so as part of cruises. Nevertheless, we have recently 

witnessed a rise in the number of free independent travelers, which was one of the reasons that prompted 

us to form a strategic alliance with Alibaba Group Holding Limited in July 2018.

 As part of this alliance, JR Kyushu products have been made available through the Alibaba Group’s 

Fliggy travel website, and the Alibaba Group is looking to attract 50,000 tourists to Kyushu in the second 

half of the year ending March 31, 2019.

 Please turn to the next slide.



 Kyushu has been struck with numerous natural disasters over the past few years, including the 

Kumamoto earthquakes, that heavy rain in northern Kyushu that occurred in July 2017, and the July 2018 

heavy rain. These disasters have caused damage to our train lines.

 The heavy rain that hit northern Kyushu in July 2017 halted operations on the Kyudai Main Line and the 

Hitahikosan Line. Operations on the Kyudai Main Line were resumed on July 14, 2018, and the line has 

more or less been restored to the state it was in prior to the disaster.

 As for the Hitahikosan Line, we are looking to decide our operation restoration target within a year, and 

we are currently engaged in discussions with local government agencies.

 Furthermore, the heavy rains that occurred in July 2018 forced a stop on operations on certain segments 

of the Chikuho Main Line, but we intend to resume operations on these segments by March 31, 2019. 

Disaster expenses totaling ¥1.7 billion were recorded in association with these rains in the six-month 

period ended September 30, 2018.

 Please turn to the next slide.



 Together with the Transportation segment, the Real Estate segment forms a central pillar of the JR Kyushu 

Group’s operations.

 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.

 Tenants at JR Hakata City and other major station buildings continued to enjoy strong sales in the six-

month period ended September 30, 2018.

 In our apartment business, which is a target of increased capital investment under the current medium-

term business plan, we are witnessing steady growth in both apartment units and sales, and occupancy 

rates remain high.

 Going forward, we will move ahead with new development projects, and we thereby expect to be able to 

secure stable profits.

 Please turn to the next slide.



 The major projects in our development pipeline are shown on this slide. JR Kyushu plans to carry out 

development projects centered on stations in major cities across Kyushu, including Kumamoto, 

Miyazaki, Kagoshima, and Nagasaki.

 The Kumamoto Station area development project scheduled to open in spring 2021 entails an integrated 

development plan that encompasses the station building as well as hotels, residences, and other facilities. 

The know-how we have accumulated thus far will be leveraged as we move forward with this station 

area urban development project.

 Please turn to the next slide.



 The Retail and Restaurant segment witnessed an upward trend in revenue due to the ongoing opening of 

new stores. However, the market has become oversaturated with certain types of stores, our store opening 

measures is more important than ever.

 In this segment, we intend to manage profitability through scrap and building initiatives while also 

introducing self-service registers, adopting robotic process automation, and otherwise pursuing exhaustive 

cost reductions.

 Please turn to the next slide.



 As for the Construction segment, although the scale of this segment’s revenue is great, its contributions to 

income are limited.

 Overall, this segment is benefiting from higher demand stemming from favorable conditions, but there are 

also several factors that are resulting in income fluctuations. Soaring construction material prices is one of 

these factors.

 Please turn to the next slide.



 Our strong-performing hotel business and the operations of the recently acquired Caterpillar Kyushu account 

for a majority of the operations of other segments.

 Please turn to the next slide.



 In the hotel business, we now operate 16 hotels with more than 3,000 rooms in total.

 Hotel business revenues have been growing amid a rapid rise in non-Japanese guests driven by increased 

inbound demand, leading to strong occupancy rates and average daily rates.

 As a new business initiative, JR Kyushu acquired a stake in Caterpillar Kyushu in October 2017. By 

joining the Group, this company has been able to grow its share within Kyushu. Caterpillar Kyushu will 

be used 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.

 Please turn to the next slide.



 I would now like to explain the progress of the current medium-term business plan and our thoughts on the 

next medium-term business plan.

 Please turn to the next slide.



 The railway business forms the core of the Group.

 Founded on safety and trust, the railway business has been exercising its customer attraction 

capabilities to achieve stable EBITDA.

 This business’s safety and trust, customer attraction capabilities, and stable EBITDA in turn contribute 

to higher demand for our real estate and retail and restaurant businesses, thereby helping economies 

alongside railway belts thrive.

 The benefits of these thriving economies then return to the Company in the form of customers for our 

railway business, creating a virtuous cycle.

 Please turn to the next slide.



 The current medium-term business plan has guided various initiatives in our railway and real estate 

businesses.

 Despite being impacted by natural disasters seemingly every year, the railway business achieved a new high 

record high for railway transportation revenues in the year ended March 31, 2018. Factors contributing to 

this accomplishment included our measures for increasing revenues, such as promoting Internet sales; the 

adoption of energy-saving rolling stock; the revision of timetables to reduce train travel kilometers by 7%; 

and Smart Support Stations and other efficiency improvement initiatives.

 In the real estate business, we moved ahead with the JRJP Hakata Building and other office building projects 

as well as the Ropponmatsu development project, our first urban development project located outside of our 

railway network. Due in part to such efforts, our real estate business has been able to consistently supply 

around 500 condominium units each year. The development of rental apartments has also been a recent area 

of focus. Furthermore, we have opened hotels in Naha and Thailand.

 JR Kyushu will continue to proactively advance new development projects under the next medium-term 

business plan with the aim of securing stable earnings.

 Please turn to the next slide.



 The current medium-term business plan initially set forth the targets of consolidated operating revenues of 

¥400.0 billion and consolidated EBITDA of ¥78.0 billion for the year ending March 31, 2019. Both of 

targets were accomplished in the year ended March 31, 2018, the second year of the plan.

 As indicated by our forecasts, we are now targeting year-on-year increases in both operating revenues and 

EBITDA in the year ending March 31, 2019, the final year of the plan.

 Please turn to the next slide.



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

 We had initially planned to conduct a total of ¥190.0 billion worth of capital investments over the three-

year period of the medium-term business plan. However, we are currently anticipating three-year capital 

investments of ¥239.0 billion, significantly higher than the initial figure contained in the plan.

 Our forecast for growth investment is now ¥133.7 billion, higher than the initially projected ¥80.0 billion. 

The main factors behind this increase include our apartment business, our operations in Thailand, and the 

Hakata Ekimae 2-Chome Complex development project.

 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 our dividend policy.

 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 year ending March 31, 2019.

 As for the year ending March 31, 2019, we currently plan to issue an annual dividend of ¥83 per share.

 We are in the process of formulating our dividend policy for the year ending March 31, 2020, and beyond 

based on input received from investors and analysts.

 Please turn to the next slide.



 This slide provides an overview of the current medium-term business plan.

 Please turn to the next slide.



 On this slide, you will see the main points we would like to emphasize with regard to the formulation 

of the medium-term business plan slated to start with the year ending March 31, 2020.

 The first point is that our cost structure is changing. We anticipate that earnings will be adversely 

impacted by a gradual increase in depreciation costs and the abolishment of special tax measures going 

forward. At the same time, we will enjoy the benefits of improved profitability stemming from staff 

reductions over the foreseeable future.

 As the second point, we will be reinforcing the resilience our railway infrastructure, which has recently 

proven to be vulnerable to nature disasters. Large-scale repair work on the necessary areas will be 

gradually ramped up going forward as we develop eco-friendly next-generation rolling stock.

 The third point is that we plan to practice thorough cash flow management and establish finance 

management policies. We look to maximize cash inflows to fund ongoing investments in railways and 

urban development while also leveraging our debt capacity, which we have been enhancing, to ensure 

that we are able to seize any investment opportunities that may arise. For the foreseeable future, our 

policy will be to prioritize securing the leeway needed to conduct investments and to bolster capital.

 Please turn to the next slide.



 This slide compiles the factors that we are considering in the formulation of the next medium-term 

business plan.

 We reviewed the medium-term business plan slated to conclude with the year ending March 31, 2019, 

to reassess the business risks we face. This assessment was prefaced on the changes in our cost 

structure seen presently. In addition, we recognize that the ability to generate stable cash inflows will 

be vital to our ongoing growth.

 For this reason, we intend to enhance the railway business’ capacity to generate stable cash flows.

 At the same time, we will seek to heighten earnings capacity in the urban development business while 

also pursuing earnings opportunities in new business fields.

 Through these efforts, we aim to maximize consolidated EBITDA. To accomplish this goal, we will 

practice disciplined cash outflow management while advancing the following initiatives on a 

Groupwide basis:

The construction of railway infrastructure that is resilient to natural disasters

The fostering of urban development pipelines both inside and outside of Kyushu

The diversification of M&A and other management approaches

 The complete privatization of the Company realized in October 2016 granted greater freedom to 

management while also increasing the need for self-responsibility and making it possible for us to 

conduct financial management that emphasizes flexible investment and debt capacity utilization to 

ensure that we are able to seize any business opportunities that may arise.

 We look to furnish foundations for the ongoing development of the Group while also examining the 

possibility of returning profits to our shareholders as appropriate given our growth stage.

 This concludes today’s presentation. Thank you for your attention.


























