
 I would like to thank you for taking the time to attend our presentation today.  

 

 Today, I will discuss the four points listed here: our financial results for the six-month 
period ended September 30, 2019, our forecasts for FY20.3, the status of initiatives 
by each segment, and the status of consideration of our financial strategy.  

 

 First, I will discuss our financial results in the six-month period ended September 30, 
2019.  

 

 Please turn to slide 5. 

 









 Consolidated operating revenue increased ¥2.6 billion year on year due to an increase 
in revenue from railway transportation and solid revenue from real estate leases.  

 

 On the other hand, operating income declined by ¥3.0 billion year on year, due to an 
increase in expense due to the elimination of special tax measures and an increase in 
depreciation for JR Kyushu, etc. 

 

 As a result, net income attributable to owners of the parent decreased by ¥3.2 billion, 
and EBITDA was down by ¥1.0 billion year on year. 

 

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

 





 I will discuss the major segments.  

 

 In the Transportation segment, there was an increase in expenses due to the 
elimination of special tax measures and an increase in depreciation for JR Kyushu, etc. 
However, there was an increase in revenue from railway transportation and an 
increase due to a change in revenue/expense classification related to station 
buildings. As a result, the segment recorded higher revenue and higher income.  

 

 In the Real Estate and Hotels Segment, results in the station building business were 
solid, and new properties were opened. However, revenue from condominium sales 
declined, hotel opening preparation expenses were recorded, and there was a decline 
due to a changes in revenue/expense classification related to station buildings, etc. As 
a result, the segment recorded lower revenue and lower income.  

 

 In the Construction segment, there was an increase in Shinkansen-related 
construction work, but personnel costs and other expenses increased. As a result, the 
segment registered higher revenue and lower income. 

 

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



 

 



 Due to an increase in revenue from railway transportation and other factors, we 
recorded an increase in non-consolidated operating revenue. However, due to an 
increase in expenses accompanying the elimination of special tax measures and to 
higher depreciation, etc., operating income declined.  

 

 There was an increase in expenses due to damage from heavy rains, typhoons, etc., 
from June to August 2019. However, there was a decline in disaster losses associated 
with disasters that occurred in FY19.3, etc. As a result, the balance of extraordinary 
gains and losses increased slightly. 

 

 Please turn to the next slide. 



 Looking at revenue from railway transportation, on the Shinkansen, there was a 
rebound from the broadcast of the NHK period drama in the previous year, but the 
longer Golden Week holiday period and firm demand led to an increase of 2.3% in 
revenue. 

 

 In addition, on conventional lines, in addition to the longer Golden Week holiday 
period, operations were resumed on the Kyudai Main Line, and there was a rush in 
demand prior to the increase in the consumption tax. As a result, revenue was up 
2.4%.  

 

 Next, I will explain our forecasts for performance in FY20.3. 

 

 Please turn to slide 12. 





 Our forecasts for FY20.3, remain unchanged from those announced on August 5, 
2019. 

 

 However, we did make changes to the segment performance forecasts. 

 

 Please turn to the next slide. 



 The segment performance forecasts have been changed from those announced on 
August 5, 2019.  

 

 In the Transportation segment, despite solid revenue from railway transportation, 
revenue from the hydrofoil ferry business is expected to decline due to the worsening 
of Japan-South Korea relations. As a result, the forecasts remain unchanged from the 
previous forecasts. 
 

 In the Construction segment, in consideration of firm orders, in comparison with the 
previous forecasts, we have increased the forecasts for revenue and income.  
 

 In Retail and Restaurant segment, in consideration of the influence on existing stores 
of intensified competition with other companies in the retail business, such as 
drugstores, in comparison with the previous forecasts, we have reduced the forecasts 
for revenue and income.  
 

 In the Others segment, due to the transfer of a financing subsidiary's leasing business, 
which was announced in August 2019, and other factors, in comparison with the 
previous forecasts, we have reduced the forecasts for revenue and income. 
 

 Next, I will discuss our non-consolidated performance forecasts.  
 

 Please turn to the next slide. 



 Looking at our non-consolidated performance forecasts, in comparison with the full-
year forecasts announced on August 5, 2019, we increased the forecasts for operating 
revenue, operating income, and net income attributable to owners of the parent.  

 

 For railway transportation revenue, in consideration of the increase in revenue due to 
the longer Golden Week holiday period and solid usage, the previous forecast has 
been increased by ¥0.7 billion.  

 

 Consequently, the forecast for operating income has been increased by ¥0.7 billion 
and net income attributable to owners of the parent has been increased by ¥0.5 billion 
from the previous forecast. 
 

 Next, I will discuss the status of segment initiatives. Please turn to slide 17. 



 

 

 

 





 In the Transportation segment, in strengthening our earning power in the railway 
business, our initiatives are centered on three areas: the Shinkansen, short-distance, 
and inbound. 
 

 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. We will continue working to foster demand by bolstering 
yield control. 
 

 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.  
 

 The second key area is short-distance. Development in regions around our bases and 
various events in the areas around our railway lines have synergy effects that benefit 
railway operations. These synergies contribute to gains in our short-distance earning 
power. We expect the same effects at the Kumamoto and Miyazaki station buildings, 
which will open during the current medium-term management plan period. 
 

 Please turn to the next slide. 



 For inbound demand, which is the third key area, we are aggressively implementing 
initiatives in cooperation with external partners in order to expand sales channels for 
the “JR Kyushu Rail Pass.” We are cooperating with Ctrip, one of China’s largest online 
travel agencies. 

 

 Looking at the influence on inbound demand from the worsening of Japan-South 
Korea relations, the effect on our results is limited. Moving forward, we will continue 
to monitor this situation.  

 

 Please turn to the next slide. 



 Currently, the operating environment for transportation services is approaching a 
turning point, and moving forward we will take on the challenge of establishing 
sustainable mobility services based on a foundation of safety and security by utilizing 
new technologies and implementing cooperation with other companies, with a focus 
on rolling out seamless mobility services. 
 

 In collaboration with other transportation companies, in May 2019 we concluded a 
business alliance agreement with DAIICHI KOUTSU SANGYO Co., Ltd., and we started 
collaboration with “MaaS Japan,” which is led by Odakyu Electric Railway Co., Ltd.  
 

 Also, in October 2019 we concluded a business alliance agreement with Nishi - Nippon 
Railroad Co., Ltd. Our initial collaborative initiatives will involve working to enhance 
mobility convenience by implementing detailed consideration of MaaS utilization and 
rolling out information provision services that leverage public transportation, in which 
both companies have strengths. 
 

 Moreover, moving forward, in order to support the establishment of a highly 
convenient, sustainable public transportation network, the two companies will 
implement collaborative initiatives while drawing on new technologies. 
 

 We will continue to implement initiatives as we aim to achieve public transportation 
services that better match the needs of customers.  
 

 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 seasonal front heavy rains in June and 
July, the heavy rains during the Bon period in August, and typhoon No. 17 in 
September in 2019. We have recorded related disaster recovery expenses of 
approximately ¥1.4 billion. 

 

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

 

 In addition, since last year we have conducted multiple discussions with local 
governments about the Hitahikosan Line. At the restoration meeting in April, we 
presented our thinking regarding sustaining networks, and local governments in areas 
around our railway lines are holding briefings to explain the restoration plan, etc., to 
residents in local areas. 

 

 Please turn to slide 22. 





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

 

 To generate revenue in Kyushu, centered on Fukuoka, which is a key area, we will 
aggressively implement integrated development initiatives in the regions around our 
bases, including not only at station buildings but also hotels, offices, and residential 
facilities.  

 

 We will advance initiatives to maximize city value by creating lively city atmospheres 
and generating demand through development initiatives implemented in cooperation 
with local communities.  

 

 Going forward, we will focus on development initiatives in areas surrounding stations 
and areas around our railway lines that contribute to increasing the population in the 
areas around our railway lines and to enhancing Group revenue.  

 

 Please turn to the next slide. 



 Next, I will introduce specific development project initiatives related to “implementing 
strategic city-building initiatives in the regions around our business areas.” 

 

 Among Fukuoka Prefecture and Fukuoka City open recruitment initiatives, we have 
been selected for preferred negotiating rights for two projects — a project for the 
effective use of the site of the Fukuoka east government building and a project for the 
utilization of the former site of Sunoko elementary school. We will work to develop 
offices, commercial facilities, senior citizen facilities, etc.  

 

 In addition, together with organizations that have endorsed the “Hakata Connected” 
project announced by Fukuoka City, we established the “Hakata Station Area 
Development Council.” The “Hakata Connected” project has commenced on a full 
scale. Moving forward, deregulation will be a favorable factor, and we will implement 
initiatives to extend the dynamism and lively atmosphere of Hakata Station to the 
surrounding area and to invigorate the local community.  

 

 Please turn to the next slide. 

 



 I will explain the status of progress with major development projects. 

 

 In regard to “implement active business development in the Fukuoka metropolitan 
area,” we opened hotels in Hakata and in Hibiya, Tokyo under the brand “THE 
BLOSSOM,” our highest grade of hotel brands.  

 

 We are steadily advancing initiatives related to “increase regional value and creating 
communities through the development of areas surrounding stations.” For example, 
we have decided on the core facility in AMU PLAZA Miyazaki, which is scheduled to 
open in fall 2020. Also, in the development in the area around Kumamoto Station, 
which is scheduled to open in spring 2021, construction of the station building and 
office buildings has commenced. 

 

 In both cases, we are planning integrated development, including not only station 
buildings but also offices, hotels, residences, etc. Leveraging the know-how that we 
have cultivated to date, we will work to increase city value with stations as bases. 

 

 Next, I will explain the status of consideration of our financial strategy.  

 

 Please turn to slide 29. 



 

 









 Next, I will explain our financial strategy.  
 

 Since our listing in October 2016, we have implemented a variety of initiatives in 
governance, financial strategy, and IR activities. We think that enhancing governance 
is always one of important management topics, and we will continue to review both in 
formality and effectiveness of our governance structure. 
 

 Also, in consideration of the fact that the shareholder proposals from Fir Tree had 
received a certain level of approval, and of the dialogs that were subsequently 
conducted with shareholders and investors, we are seriously considering our financial 
strategy from the perspective of enhancing corporate value. 
 

 We are working to resolve the issue of excess capital on our balance sheet. Although 
this situation also involves historical factors, we consider it to be an urgent matter, 
and we are considering measures to realize the optimal capital structure while 
maintaining financial soundness.  
 

 We will spend a certain amount of time on the implementation of the capital 
restructuring through the use of debt and the adjustment of capital base. We think 
that strengthening of shareholder return is a way to adjust our capital base, and 
accordingly, we revised our shareholder return policy. 
 

 Please turn to the next slide. 



 I will explain the revision of our shareholder return policy.  
 

 We place importance on the stable provision of returns to shareholders over the long 
term. 
 

 Under the shareholder return policy in the “JR Kyushu Group Medium-Term Business 
Plan 2019–2021,” which was announced in March 2019, we had aimed for achieving 
“35% of a total payout ratio over the period to fiscal year ending March 2022, while 
providing stable dividends and implementing share repurchases depending on the 
situation.” However, from the perspective of emphasizing the improvement of capital 
efficiency, we decided to make the following changes.  
 

 For each fiscal year through FY2022/3, we will aim for a dividend payout ratio of 35%, 
with minimum dividend per share of 93.0 yen. Additionally, we will implement a share 
repurchase to increase capital efficiency opportunistically. 
 

 In light of the prospect of a decline in profits during the current medium-term 
management plan period, we set a minimum dividend per share to give shareholders 
and investors additional comfort, and at the same time, paying dividends based on 
profit levels. In addition, we will make additional shareholder returns through share 
repurchases, taking into account overall earnings prospects and balance sheet 
conditions. Details of the share repurchase will be explained on the next page. 
 

 For the fiscal year ending March 2020, we are planning a ¥93.0 annual dividend per 
share, the same as the dividend for the fiscal year ended March 2019.  
 

 Please turn to the next slide. 
 

 



 In accordance with the new shareholder return policy to enhance shareholder returns and 
increase capital efficiency, we will implement share repurchases, with an upper limit of 
¥10.0 billion, by the end of this fiscal year.  
 

 We decided to implement share repurchases as one of the options to adjust capital base 
while considering various factors, such as financial soundness and status of balance sheet, 
business performance and growth outlook, and share price. As a source of funds for the 
share repurchases, we will utilize funds to be raised through the issuance of ¥20.0 billion 
in this coming December and funds raised through the sale of leasing business, etc. 
 

 This change in shareholder return policy is based on various feedback on our capital policy 
obtained through discussions with many stakeholders. We have had constructive 
discussions on many of the key topics, including our railway business, with shareholders 
and investors including Fir Tree. 
 

 We look forward to continuing our dialogue on capital allocation with all of our 
stakeholders, including Fir Tree, in order to increase our corporate value. This change in 
shareholder return policy is also an indication of our view of emphasizing the importance 
of shareholder value. 
 

 We will continue to improve mid-to-long term corporate value through implementing both 
the business and financial strategies, and as a mean to implement the financial strategy, 
we will evaluate the appropriateness of incremental share repurchases opportunistically. 
 

 This concludes my presentation. Thank you for your attention. 













 

 














