
 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 our financial results for FY19.3, which were announced on May 13.

 Please turn to slide 3.





 Today, I will discuss the three points listed here: our financial results for FY19.3, our 
performance forecasts for FY20.3, and the business initiatives by each segment in the 
Medium-Term Business Plan, which we announced in March.

 First, I will discuss our financial results in FY19.3.

 Please turn to slide 5.





 Consolidated operating revenues increased ¥26.9 billion year on year due to increased 
revenues from the consolidation of Caterpillar Kyushu Co., Ltd., etc.

 Operating income was slightly down year on year due to an increase in depreciation 
costs at JR Kyushu, etc.

 Net income attributable to owners of the parent decreased by ¥1.1 billion, due in part 
to disaster-damage losses resulting from the July 2018 heavy rain.

 EBITDA rose ¥3.5 billion.

 More details on performance can be found on slide 6.

 Next, I will discuss the results by segment. Please turn to slide 7.





 I will discuss the major segments.

 The Transportation segment recorded an increase in railway transportation revenues. 
However, due to a rise in depreciation costs at JR Kyushu, etc., overall the segment 
had higher revenues but lower income for the fiscal year.

 The Construction segment registered higher revenues and income due to an increase 
in Shinkansen-related construction work, etc.

 The Real Estate segment recorded higher revenues and higher income due to an 
increase in revenues from real estate leases, etc.

 The Retail and Restaurant segment registered higher revenues due to new drug store 
and convenience store openings, etc. However, income declined due to increased 
personnel expenses, etc. EBITDA also declined.

 The Other segment recorded higher revenues and higher income due to the 
consolidation of Caterpillar Kyushu, a full-year contribution from JR Kyushu Hotel 
Blossom Naha, etc.

 Next, I will discuss our non-consolidated performance. Please turn to slide 9.





 Non-consolidated operating revenues increased ¥2.1 billion year on year due to 
higher railway transportation revenues and higher revenues from real estate leases, 
etc.

 Personnel costs declined, but nonetheless operating expenses rose ¥3.2 billion due 
to higher depreciation resulting from an increase in fixed assets, etc.

 Disaster expenses increased due to the heavy rain in July 2018. However, the 
balance of extraordinary gains and losses increased ¥1.3 billion as a result of an 
increase in proceeds from insurance income associated with the 2016 Kumamoto 
earthquakes, a decline in disaster losses associated with disasters that occurred in 
FY18.3, etc.

 As a result of these factors, non-consolidated net income rose ¥2.6 billion year on 
year.

 Please turn to slide 10.



 Railway transportation revenues were up 1.5% year on year due to a solid basic trend 
for the Shinkansen, which was 1% higher than in the previous fiscal year, as well as the 
benefits of the broadcast of the Segodon period drama on television, an increase in the 
number of consecutive holidays in September, etc.

 On the other hand, on conventional lines, revenues were down 0.5% due to the 
influence of the heavy rain that occurred in July 2018, to a rebound from the favorable 
weather in the 2017 rainy season, etc.

 Next, I will explain our forecasts for full-year performance in the year ending March 31, 
2020.

 Please turn to slide 12.





 To strengthen segment management, on April 1, 2019, we established intermediate 
holding companies in the station building and hotel businesses, implemented segment 
classification changes, etc.

 The major change in segment classifications is the transfer of the hotel business, 
which was previously in the Other segment, to the Real Estate segment. At the same 
time, the name of the Real Estate segment was changed to the Real Estate and 
Hotels segment.

 Please turn to the next slide.



 Consolidated operating revenues are forecast to increase in FY20.3, as a result of 
higher railway transportation revenues and the opening of new hotels.

 We are forecasting declines in operating income, ordinary income, and net income 
attributable to owners of the parent due to higher expenses resulting from the 
elimination of special tax measures, and an increase in depreciation costs in the 
railway business, etc.

 EBITDA is also expected to decline year on year.

 Segment performance forecasts are shown on page 14, and non-consolidated 
performance forecasts on page 15.

 Next, I will discuss our segment forecasts. Please turn to slide 17 .









 The Medium-Term Business Plan, which was announced in March, includes the newly 
formulated 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 in the 
area. To increase the population in areas around our railway lines, we will make full 
use of these mobility services while working to contribute to the sustainable 
development of Kyushu through city-building initiatives that leverage the distinctive 
characteristics of local communities, such as in Hakata, Oita, etc.

 Please turn to the next slide.



 We have positioned the three-years of the plan as a period for building a business foundation 
based on the key words of the 2030 Long-Term Vision: “Mobility Services in Kyushu.”

 Over three years, we are planning for a decline in operating income and an increase in 
EBITDA, with capital investment exceeding EBITDA.

 This will be the first fiscal year in which special tax measures have been eliminated, which will 
be a major factor reducing operating income. In addition, depreciation costs in the railway 
business will gradually rise. As a result, expenses will increase. Furthermore, looking at 
revenues, we must consider the change in passenger demand accompanying a shrinking 
population, the trend toward people refraining from going out as consumer behavior shifts 
toward e-commerce, and the worsening of competitive conditions for commercial facilities.

 On the other hand, positive factors include marketing that leverages on-line sales data and 
initiatives to foster demand through dynamic pricing. These measures are also elements of the 
MaaS initaitives that we are aiming to realize by 2030, and we will work to steadily harvest 
the results of these efforts.

 We will also continue to expand community-based business, such as D&S trains, to draw 
customers from other regions of Japan and from overseas.

 Furthermore, in commercial facility operation, we will open hub station development projects, 
such as in Kumamoto and Miyazaki, and take steps to enhance operations at existing facilities.

 For the Group to continue to implement sustainable management, we will need to 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. We are planning capital investment that 
will exceed EBITDA in the short term. By maintaining financial discipline and steadily 
advancing growth investment, we will generate steady cash flow and work to build a 
foundation for the achievement of the 2030 Long-Term Vision.

 Please turn to the next slide.



 In the railway business, we will need to implement safety investment and 
maintenance and upgrade investment of a constant in order to address frequent 
disasters and the aging of facilities and equipment.

 In addition, in order to improve our profitability in the years ahead, we will invest in 
laborsaving and workforce reduction initiatives using new technologies, etc. 
Furthermore, we will work aggressively to address the use of MaaS as a future issue.

 Please turn to the next slide.



 One of the goals that we are aiming for under the 2030 Long-Term Vision is to take on 
the challenge of establishing new mobility services, known as Maas, and to leverage 
MaaS to improve our profits.

 We believe that MaaS is necessary and appropriate in Kyushu, the Group’s business 
area. Our view of MaaS involves a foundation of regional zones, each with its own 
distinctive characteristics.

 Specifically, we will address three types of Maas: urban-style MaaS in the Fukuoka 
Metropolitan Area and other areas; regional-style Maas in an environment marked by a 
declining population; and tourism-style MaaS aimed at tourists from Japan and 
overseas.

 Through seamless collaboration including not only railways but also buses, taxis, car 
sharing, bicycle sharing, accommodation facilities, and commercial facilities, we will 
propose mobility solutions that reduce stress on users, drive the creation of markets, 
and foster demand. In this way, we will work to advance community formation through 
city-building and as well as to reduce fixed expenses.

 Furthermore, in order to expand MaaS, in addition to collaboration with local 
governments and communities, we will also need to implement alliances and M&As with 
companies in our industry and other industries. This will have the effect of 
strengthening our management foundation from a long-term viewpoint.



 In the Real Estate and Hotels segment, which is a key driver in our generation of cash 
flow, over the period of the medium-term business plan we are planning capital 
investment of ¥190.0 billion in order to build a foundation for growth.

 Through investment in strategic city-building initiatives in the regions around our 
business areas in Kyushu, we will take steps to increase the population in the areas 
around our railway lines. We will also work to create demand, including demand for 
railway services, by developing hotels, offices and residential facilities.

 Please turn to the next slide.



 In station building development, opportunities will be fostered not only by macro 
factors, such as changes in the population of our service area and in competitive 
conditions, but also by the replacement of aging facilities, the Shinkansen opening, 
and the city-planning initiatives of local governments, such as projects to elevate 
tracks.

 We will make final decisions on development projects with consideration for 
collaboration with local governments and a range of other factors, as well as 
economic rationality. In addition, we will implement this work while continuing 
railway operations, and accordingly large amounts of funds, as well as periods of time 
ranging from several years to several decades, will be required until the development 
projects produce results.

 This slide shows the examples of the Hakata Station building and the Oita Station 
building. By working together with local communities to implement the development, 
we are creating lively atmospheres in cities and generating synergies with station 
buildings and short-distance revenues by fostering demand.

 In this way, business decisions about the station building initiatives conducted by the 
Group are made with reference not only to their profitability as real estate operations 
but also to their synergy effects with the railway business, including increases in 
short-distance revenues resulting from growth in populations and passenger traffic in 
the areas around our stations and railway lines.

 Please turn to the next slide.



 In the medium-term business plan, we have set consolidated target management 
indicators for operating revenues and operating income.

 Looking at operating income during the period of the plan, a number of factors will 
affect operating income in comparison with FY2019.3. Positive factors will be an 
increase in revenues from railway transportation, the opening effect for the 
Kumamoto Station building and the Miyazaki station building, etc. On the other hand, 
negative factors will include the elimination of special tax measures, an increase in 
depreciation, and non-recurring expenses accompanying development. We are 
aiming for operating income of ¥57.0 billion in FY22.3.

 For reference, we are expecting EBITDA of approximately ¥90.0 billion in FY22.3.

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

 Next, I will discuss each segment.

 Please turn to the next slide.



 The Transportation segment is the foundation for the entire JR Kyushu Group.

 In FY20.3, we are expecting growth in railway transportation revenues, and the method 
of recording revenues and expenses for station buildings, etc., will change. On the 
other hand, compensated construction work revenues will decline. In addition, 
depreciation costs in the railway business will rise. As a result, we are forecasting lower 
revenues and lower income.

 Please turn to the next slide.



 In strengthening our earning power in the railway business, our initiatives are 
centered on three areas: the Shinkansen, urban area, and inbound tourism.

 First, I will discuss the Shinkansen. As one facet of yield management, we are 
working to promote the use of “Internet train reservation services.”

 These initiatives are yielding solid results, with Internet reservation numbers and 
sales posting year-on-year gains. Next, we will work to foster demand by bolstering 
yield control.

 One of the merits of Internet reservations is the ability to use sales data to 
implement effective marketing. As a result of collaborative initiatives with “JR 
KYUPO,” we anticipate a further ripple effect for the Group.

 Currently, the passenger load factor on the Kyushu Shinkansen is about 50%. There 
is room for further growth in the passenger load factor. We are promoting Internet 
reservations not only for the Shinkansen but also for conventional lines, and moving 
forward we will work to increase our earning power by further expanding these 
initiatives.

 Please turn to the next slide.



 The second key area is short-distance. Development in regions around our business 
areas and various events in the areas around our railway lines have synergy effects 
that benefit railway operations, which contributes to gains in our short-distance 
earning power. Development projects in the areas around Kumamoto Station and 
Miyazaki Station, which will open during the period of the medium-term business 
plan, are also expected to have similar effects.

 For inbound demand, which is the third key area, we are working to expand sales 
channels for the “JR Kyushurail pass.” Previously, nearly all Chinese tourists visiting 
Kyushu arrived by cruise ship, but in recent years individual travel is increasing, and 
last year we concluded a strategic alliance with the Alibaba Group.

 Moving forward, we will continue taking steps to strengthen our inbound initiatives, 
such as collaboration with overseas travel agents and airlines.

 Please turn to the next slide.



 In recent years, there have been a large number of disasters in Kyushu, and the 
areas around our railway lines were damaged by the 2016 Kumamoto earthquakes, 
the heavy rains in northern Kyushu in July 2017, and the heavy rains in July 2018. 
We have recorded related disaster recovery expenses of ¥14.2 billion.

 Currently, operations are suspended on the Houhi Main Line and Hitahikosan Line. 
The restoration of service on the Houhi Main Line is expected for FY21.3.

 In addition, in regard to the Hitahikosan Line, since last year we have conducted 
multiple discussions with local governments. At a restoration meeting held last 
month, we presented our thoughts about maintaining the network. Next, we will 
present a restoration plan at Fukuoka Prefecture, Oita Prefecture, and cities and 
towns around our railway lines and receive feedback from local residents.

 Please turn to the next slide.



 Along with the railway business, the Real Estate segment is one of JR Kyushu’s 
operational pillars.

 In FY20.3, we will open THE BLOSSOM HIBIYA and THE BLOSSOM HAKATA Premier, 
and the method of recording revenues and expenses for station buildings, etc., will 
change. As a result, we are forecasting higher revenues and lower income.

 Please turn to the next slide.



 To generate revenues in Kyushu, centered on the major area of Fukuoka, we will 
aggressively implement integrated development initiatives in the regions around our 
business areas, including not only at station buildings but also hotels, offices, and 
residential facilities.

 In regard to station buildings, we have strengthened our ability to attract tenants 
and implemented a large-scale tenant replacement at Hakata City. As a result of 
these types of initiatives, tenant sales continue to increase each year.

 Moving forward, we continue to advance a series of new developments, and to 
increase operational efficiency, we have reorganized our station building subsidiary 
into a holding company.

 In the condominium and rental apartment business, the number of units and sales 
have shown steady growth, and we have established a brand in Kyushu. The 
occupancy rate remains at a high level.

 In the hotel business, the number of customers from overseas is increasing 
significantly due to growth in inbound demand. In this environment, revenues are 
increasingly steadily and occupancy rates are strong.

 Please turn to the next slide.



 Looking at key elements of our future pipeline, in addition to the Kumamoto and 
Miyazaki projects, which will open during the period of the medium-term business 
plan, moving forward we also plan to implement development initiatives centered on 
the major Kyushu cities of Kagoshima, Nagasaki, and Hakata.

 The Kumamoto Station development project, which is scheduled to open in spring 
2021, is an integrated development project that includes not only the station building 
but also hotel and residential facilities. Leveraging the know-how that we have 
cultivated to date, we will work to increase city value with stations as bases.

 Please turn to the next slide.



 In the Retail and Restaurant segment, there is a basic trend of growth in revenues due 
to new store openings. However, in certain formats there are signs of an excess of 
stores, and going forward the store opening policy will become even more important 
than in the past.

 In FY20.3, we will strengthen initiatives for inbound tourism demand, but we also 
anticipate increases in personnel costs, etc. Consequently, we are forecasting higher 
revenues and lower income. We will continue to implement profitability management 
through scrap-and-build initiatives. In addition, we will introduce self-checkout 
registers, reduce costs through the use of RPA, etc.

 Please turn to the next slide.



 In the Construction segment, the scale of revenues is high, but the contribution to profits 
is limited.

 In FY20.3, the segment will benefit from higher demand due to favorable market 
conditions. However, there are also a significant number of factors that will affect profits, 
such as higher prices for construction materials. We expect the Construction segment to 
record higher revenues and profits as a result of our efforts to steadily implement 
construction work and to reduce expenses.

 Please turn to the next slide.



 In the Other segment, performance in FY19.3 was led by strong results in the hotels 
division and by Caterpillar Kyushu, which we have acquired, and the segment recorded 
higher revenues and income.

 In FY20.3, we are forecasting lower revenues and lower income due to a decrease in 
revenues from sale of construction materials for elevated tracks-related construction 
work, etc.

 Accompanying the change in segments, the hotel business has been transferred to the 
Real Estate and Hotels segment from FY20.3.

 Please turn to the next slide.



 The total amount of investment over the period of the medium-term business plan 
will be ¥340.0 billion, which will exceed our cumulative consolidated cash flow over 
the same period.

 To establish sustainable railway and mobility services, we recognize that we will need 
to address the frequent 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, we will implement maintenance and 
upgrade investment, certain portions of growth investment, and shareholder returns, 
in principle, within the limits of operating cash flow. On the other hand, to raise funds 
to address the shortage of cash resulting from growth investment, we will utilize debt 
while maintaining financial discipline.

 Please turn to the next slide



 Next, I will discuss the provision of returns to shareholders.

 JR Kyushu places importance on the stable provision of returns to shareholders over 
the long term.

 Up to this point, our basic policy has been to aim for stable dividends per share with 
a consolidated payout ratio at a level of approximately 30% as the standard 
guideline.

 Going forward, profit is expected to decline due to the elimination of special tax 
measures, etc., but nonetheless we will continue to provide a stable return to 
shareholders. Over the period of the medium-term business plan, we will aim for a 
total payout ratio of 35% while providing stable dividends and implementing share 
repurchases depending on the situation.

 In regard to the annual dividend  for FY19.3, in accordance with operating results for 
the fiscal year, the Company plans to propose to the Annual General Meeting of 
Shareholders a dividend of ¥93.00 per share, which is ¥10.00 higher than the the
most recent dividend forecast.

 For FY20.3, we are planning an annual dividend of ¥93.00 per share, the same as 
the dividend for FY19.3.

 This concludes my presentation. Thank you for your attention.
























