
 I would like to thank everyone for kindly taking the time to participate in today’s
presentation. I am Toshihiko Aoyagi, the President of the JR Kyushu Group.

 Today marks our first-ever JR KYUSHU IR DAY, and I will discuss the three major
elements of our medium-term business vision, the theme of this presentation.

 First is our rationale behind the withdrawal of our numerical management targets
and reference indicators in the Medium-Term Business Plan. Second are the
initiatives we are currently undertaking in response to the impact of COVID-19. And
finally, the third element is our management approach going forward toward realizing
our 2030 Long-Term Vision.

 Please take a look at page 3.





 When our current Medium-Term Business Plan was unveiled in March 2019, we
announced our 2030 Long-Term Vision of “We will contribute to the sustainable
development of Kyushu through city-building initiatives that leverage the distinctive
characteristics of local communities, centered on safe and secure mobility services.”

 For a company like ours whose business hinges on the Kyushu area, we cannot
overlook the issues of population decline and natural disasters. With this in mind, the
development of sustainable mobility services through the incorporation of new
technologies and collaboration with other companies will play a major role going
forward.

 Amid the current COVID-19 environment, our duty to society as a company that
specializes in mobility services will become even more crucial, and therefore our
2030 Long-Term Vision will remain intact.

 Please turn to the next page.



 In the current Medium-Term Business Plan, which we announced last year, we set
forth three priority initiatives.

 The first initiative is “further strengthen our management foundation.” Our efforts in
this area to date include the revision of segments, the formulation of the Nomination
and Compensation Advisory Committee, the establishment of the position of Chief
Financial Officer (CFO), the addition of outside directors, and the introduction of a
performance-linked share-based remuneration plan.

 The second initiative “further strengthen our earnings power in key businesses”
entails “the building of sustainable railway services by improving earnings” and “the
implementation of strategic city-building initiatives in the regions around our business
areas.” Up until the third quarter of last year, our railway business was on pace to
achieve record profits. Meanwhile, our city-building efforts made steady progress
with the development of station buildings in Miyazaki and Kumamoto prefectures and
the securing of two publicly offered real estate investment projects in Fukuoka City.

 And finally, the third initiative is “growth and evolution in new areas.” The hotel
business saw the opening of our top-end brand “The Blossom,” drawing on the
strengths cultivated in Kyushu, as well as joint initiatives with other transportation
companies centered on MaaS.

 Please turn to the next page.



 However, as you are all well aware, the impact of COVID-19 has had significant
implications on our business and we were forced to withdrawal our numerical
management targets under the current Medium-Term Business Plan due to the
difficulty we foresaw of their achievement. Meanwhile, despite our drastically shifting
operating environment, we have decided to continue to advance measures based on
our three priority initiatives, including the implementation of revisions, until the fiscal
year ending March 31, 2022.

 Moreover, the numerical targets for the fiscal year ending March 31, 2022 that were
withdrawn will be announced in the form of performance forecasts during the
financial results presentation to be held at the end of the current fiscal year. In
regards to the next medium-term business plan, we will focus on our business and
financial strategies for post-COVID-19 on the basis of our balance sheets going
forward and the impact of this pandemic.

 Please turn to the next page.



 Now, I’ll reflect on the impact that COVID-19 has had on our operating environment
thus far.

 First of all, in addition to the ongoing issues of population decline and natural disasters,
we must place emphasis on the measures that need to be undertaken from a hygienic
point of view that will ensure peace of mind for customers using our services, as well as
to the decrease in transportation demand, the disappearance of inbound tourism and
the increasing popularity of micro-tourism.

 While changes in customers’ lifestyles have led to dramatic shifts in their needs, amid
such times of crisis, it is imperative that we continue to operate our business by
revising as necessary while monitoring both the temporary and permanent changes to
our business environment. We will aim to increase populations in the areas around our
railway lines through our city-building initiatives while looking to expand our business
by generating more transportation demand. With that said, the Group’s business
approach will not be affected to a significant degree but the risks to our operations that
have emerged as of late must be addressed.

 In addition, as a result of the buildup of interest-bearing debt over this short period, we
must revise our financial strategies moving forward, such as through the introduction of
a cyclical investment model in the real estate business.

 Please turn to the next page.



 In response to changes identified at present and based on three priority initiatives,
we have organized our future strategy in terms that include initiatives to be
accelerated, new initiatives, and initiatives to be revised.

 First, I will discuss reforming strategies amid COVID-19. As a relatively short-term
initiative, I will explain methods for improving the Railway Business and the Hotel
Business, which have a high proportion of fixed costs, and our approach toward our
business portfolio.

 Please turn to page 10.







 Our railway business has continued to trend upward from our lowest period
between April and early May with both commuter revenues and short distance
revenues recovering to around 80% of their levels in the previous fiscal year. On the
contrary, medium and long distance revenues have been on a moderate recovery
trend.

 Looking ahead, by March 2021 we foresee commuter revenues climb back up to
around 90% of their level before the spread of COVID-19 while non-commuter
revenues will return to roughly 60%-70%. At the same time, we must remain
mindful of the additional impact that COVID-19 may have on our business moving
forward.

 The Group’s business model revolves around the fact that an increase in the
number of railway passengers means an increase in the number of people at station
buildings and their surrounding areas. For that reason, expanding the number of
railway passengers is pivotal to the optimization of this cycle.

 While ensuring the safety and peace of mind of our customers is of the utmost
priority, we are undertaking an array of initiatives to achieve top-line growth to
some extent.

 Please turn to the next page.



 As part of our efforts to spur new demand, we are collaborating with Disney, Pixar,
the popular TV animation Demon Slayer: Kimetsu no Yaiba, and other brands. With
Demon Slayer: Kimetsu no Yaiba, we have unveiled trains in which their exterior is
decorated with the characters from this hit series as well as a limited-edition SL
Hitoyoshi train furnished with designs depicting the anime, which have garnered
rave reviews from customers.

 Meanwhile, the launch of our new tourist train named 36+3 and the project
whereby full operation of the Hohi Main Line was resumed for the first time in four
years embody the importance of our cooperation with local governments and local
community residents as well as our efforts to invigorate the Kyushu Region in our
path to achieving what we aim to be.

 Please turn to the next page.



 Next, I’d like to touch on the importance of online sales.

 In the past, we implemented across-the-board discounts on paper train tickets to
remain competitive with other transportation companies. While our efforts have
centered on the promotion of online sales in recent years, we will proceed forward
by looking to introduce a range of products at various prices in order to eagerly
improve earnings.

 We also plan to expand the EX service area for the Kyushu Shinkansen by teaming
up with Central Japan Railway Company and West Japan Railway Company.

 We will continue to engage in initiatives that contribute to greater revenue, which
hinges on providing products and services tailored to the needs of customers for
added convenience.

 Please turn to the next page.



 In regard to the advancement of our efficiency measures, we will step up the pace
of our initiatives more than ever.

 One of the issues we must contend with in reforming our strategy is the
establishment of flexible schedules in tune with changes in demand.

 While we revised our operation plans for certain limited-express trains in November
in view of customer needs, we expect the fluctuations in demand to continue
moving forward. Against this backdrop, we plan to put in place flexible schedules by
replacing regular train services with provisional services, enabling adjustments to
the number of train services in accordance with the needs of customers.

 Furthermore, we will thoroughly monitor the rate of usage for our next timetable
revision and consider reducing the number of services and segments with declining
usage. We plan to amend the operation system for certain segments with the
objective of maintaining our current transport network and realizing further
efficiency in our operations.

 Please turn to the next page.



 Although the efficiency measures described on this slide have been ongoing from
previous years, they are all essential to securing the talent that will be critical for
our business in the years ahead amid Japan’s declining labor force.

 We will move at our highest gear ever with these measures by working
harmoniously with our various stakeholders.

 Please turn to the next page.



 As I noted earlier, the railway business has had to cope with unprecedented
conditions in terms of profitability as a result of COVID-19, despite our cost-
reduction efforts to date.

 In order to reform our conventional approach to business operations, we will
identify areas within our railway business operations and back office work where
costs can be reduced and review the significance of business processes from the
ground up through the use of business process re-engineering. The business
processes deemed necessary as a result will be subject to digital transformation
toward achieving greater efficiency.

 Next, I would like to touch on the real estate and hotel businesses.

 Please take a look at page 17.





 With the Miyazaki Station west entrance development, we held the advance opening
of “Himuka Kirameki Ichiba,” a commercial facility located under elevated railway
tracks, in October and followed up with the opening of “Amu Plaza Miyazaki” in
November.

 While Mr. Takuma Matsushita will go into further detail in our next program, the
number of customers these facilities have attracted so far has exceeded our
expectations and are off to a tremendous start.

 Please turn to the next page.



 As for the Kumamoto Station area development, “Amu Plaza Kumamoto” will open
for business in April 2021 while the two office buildings will be established later this
month. For the commercial area, 184 tenants were announced last month and just
like the office buildings, the leasing numbers have performed favorably thus far.

 This development as a whole is expected to create approximately 4,500 jobs and
nearly 1,000 accommodations, through which we anticipate a greater influx of
people to the areas nearby.

 We believe that such initiatives to create communities where people want to live,
work, and visit are paramount to the growth of the JR Kyushu Group.

 Please turn to the next page.



 Alongside the railway business, the hotel business has been hit the hardest by the
impact of COVID-19.

 Domestic demand has fluctuated back and forth and demand from inbound tourism,
which accounted for roughly 20% of our hotel guests, has almost disappeared.

 We believe that it will take some time for inbound tourism demand to recover. As
such, in order to restore profitability as swiftly as possible, we must carry out
measures to reevaluate our operational administration systems, including bringing
our consigned operations in-house and reevaluating our workforce requirements, in
order to lower the break-even point in the hotel business.

 In an effort to address the needs of customers unlike those of the past, we are
diversifying our product lineup such as for subscription-style accommodations and
serviced offices, through which we will realize top-line growth.

 Next, we’ll move on to discuss our approach to the business portfolio.

 Please turn to page 21.





 I will first address our policy regarding the Group’s existing businesses.

 Operation of the Japan-South Korea route of the hydrofoil ferry business has been
suspended since March due to the Japanese government’s request to halt passenger
transportation.

 Established in 1991, the Japan-South Korea route transports passengers mainly
between Fukuoka and Busan. The graph on this slide shows the results for this route
over the last three decades. While the number of users of hydrofoil ferries grew on a
yearly basis in the past, the popularity of low-cost carriers (LCCs) has bolstered the air
route share in recent years.

 Please turn to the next page.



 Although hydrofoil ferries remained competitive to a certain extent before the rise of
LCCs, the approximate two-hour difference in travel time and the low airfares have
forced these ferries out of competition.

 And this paved the way for the launch of Queen Beetle, a new type of ferry
designed to offer a pleasant travel experience.

 The jetfoil-type Beetle required the use of a seatbelt, which certainly didn’t make
for a pleasant travel experience. On the other hand, the Queen Beetle offers a
renewed and enjoyable travel experience without the need for a seatbelt, while
offering features such as business class seating and a relaxing lounge. It also
accommodates large groups of passengers such as for school trips due to its
significantly greater capacity.

 We will concentrate our management resources on the Queen Beetle in the coming
years with the aim of providing new value for travels and expanding our customer
base. By doing so, we hope to function as a bridge between Japan and South Korea
and promote cultural exchange between the two nations.

 Please turn to the next page.



 Next, I’ll talk about the postponement and control of new developments and our
approach to overseas business.

 Through the implementation of controls and postponement to the extent possible,
we expect the amount of capital investments to be lower than the initially targeted
¥340.0 billion for the three years of the Medium-Term Business Plan.

 Despite strategies to expand business such as the acquisition of a serviced
apartment in 2017 and a hotel operated by Marriott International in 2018, our real
estate business in Bangkok (Thailand) has had to cope with severe operating
conditions since the disappearance of inbound tourism demand.

 We will continue to operate these properties given that they performed favorably
after the acquisition and that they are expected to regain their solid performance
upon the restoration of inbound tourism demand. However, we will hold off on
investing in new properties for the time being and instead focus our efforts on
existing properties.

 Conversely, we have come to the decision to withdrawal our restaurant business in
Shanghai (China) due to the continuously harsh operating conditions stemming
from the deteriorating relations between Japan and China and the declining number
of Japanese residents in the area in recent years.

 Please turn to the next page.



 While examining the future of our business as a whole, we have undertaken a
variety of measures till now to revise our business portfolio, which include the sale
of our leasing and hospital businesses and the transfer of shares of JR Kyushu Drug
Eleven Co., Ltd.

 Although JR Kyushu Drug Eleven Co., Ltd. was a major subsidiary in our retail and
restaurant segment, the transfer of a portion of shares to TSURUHA Holdings Inc.
offers the potential for further growth of the business through the leveraging of
economies of scale.

 As the review of our business portfolio represents one of the major initiatives for
our priority issue “further strengthen our management foundation” under the
current Medium-Term Business plan, we will continue to assess the possibility of
business transfers and capital alliances from this point onward.

 Please turn to the next page.



 Seeking to expand our operations even further, we are pursuing the acquisition of
businesses that will generate synergies with our existing businesses, promote
tourism in Kyushu, and uncover railway demand.

 For example, Oyama Yumekobo, Inc., which we acquired in 2016 as a part of our
efforts to privatize the joint public-private venture, underwent a major renovation
and was converted into a high-end ryokan (Japanese-style inn), as a result of which
its ADR has roughly doubled and it continues to maintain a high occupancy rate to
this day.

 For the purpose of enhancing profitability through the efforts of well-known local
enterprises, we acquired a company based in Saga Prefecture that manufactures
and sells squid siu mai dumplings and operates a restaurant as well as a
confectionery retailer in Fukuoka Prefecture that specializes in the sale of pastries
considered to bring good luck.

 Please turn to the next page.



 Looking to expand the scope of our business even further, we are considering the
possibility of establishing a region-based investment fund.

 The Kyushu Region is brimming with small and medium-sized enterprises (SMEs)
that are rooted in local communities. We believe that we can underpin the medium-
to long-term growth of our business partners by proactively engaging in investment
funds as well as expand our business domain through the acquisition of these
enterprises.

 And we feel that such efforts will ultimately lead to the invigoration of Kyushu.

 Next, I would like to discuss about our initiatives for realizing our long-term vision.

 Please turn to page 29.







 First off is our approach to business and financial strategies.

 The significant amount of funds we have had to procure as a result of COVID-19 in
the current fiscal year has, we believe, left us with limited room for the use of debt
at the present time.

 However, seizing investment opportunities that trigger the development and growth
of the regions around our business areas is central to the sustainable increase of our
corporate value and, to that end, we must be well-equipped to procure the funds
necessary.

 The coordination of our business and financial strategies in the form of implementing
sustainable growth strategies, increasing capital efficiency, and maintaining financial
soundness will become even more critical going forward and we must ensure that
these matters are addressed thoroughly in our next medium-term business plan.

 Please turn to the next page.



 Based on the current circumstances, we began discussions on the establishment of
a private REIT with the aim of developing a foundation for sustainable growth in the
real estate development business based on a cyclical investment model. Through
the acquisition of development profit and diversification of funding methods, we will
roll out new business initiatives, which we expect will facilitate the cooperation of
our business and financial strategies.

 Moreover, plans for the development of station areas, intended to drive further
growth of the Group, are in place for the urban areas of Nagasaki, Kagoshima, and
Fukuoka prefectures, accompanying our station area developments in Miyazaki and
Kumamoto. We will also be active in our efforts to secure public offerings in a bid to
promote city-building in local communities.

 Please turn to the next page.



 Mindful of the significance of MaaS on the development of sustainable mobility
services, we are stepping up our advancement of new technologies and our
collaboration with other transportation companies.

 Since 2019, in addition to our joint initiatives with DAIICHI KOUTSU SANGYO Co.,
Ltd. and Nishi-Nippon Railroad Co., Ltd., we have joined forces with the Toyota
Group to introduce a service that utilizes its MaaS app and teamed up with ALL
NIPPON AIRWAYS Co., Ltd. on a system integration.

 We also pressed ahead with verification testing in November on our work in
Miyazaki, which was selected for the Ministry of Land, Infrastructure, Transport and
Tourism’s program for enterprises that advance/support MaaS in Japan.

 Please turn to the next page.



 Now I will detail the background for our MaaS verification testing in Miyazaki.

 The diminishing number of visitors to city centers, along with the declining birth rate
and aging population, declining population, and labor shortage, pose a challenge to
not only Miyazaki Prefecture, but to a myriad of regional communities, and the
spread of COVID-19 has only made this challenge even bigger.

 To overcome this obstacle, it is absolutely critical that the various transportation
services, which operated independently till now, work together and realize seamless
services that offer greater convenience. This will ultimately benefit local residents,
tourists, and transportation companies alike.

 With our sights set on creating mobility demand and building sustainable public
transportation networks through the use of MaaS, we will carry out verification
testing to develop MaaS into a new regional infrastructure that contributes to the
revitalization of local communities.



 In regards to our development of sustainable mobility services, we have decided to
restore the Hitahikosan Line via the construction of a bus rapid transit (BRT).

 Since July 2017, operation of a certain segment along the Hitahikosan Line has
been suspended due to heavy rainfall. However, a meeting was held to finalize the
restoration of this segment through the introduction of a BRT system.

 This will be our first time to develop a BRT system. We will take all the measures
necessary, including the establishment of bus stops in areas other than train
stations for added convenience.

 Please turn to the next page.



 Meanwhile, we shared details with the relevant municipal authorities on the difficult situation
regarding profitability attributable to the average number of passengers being less than
2,000 per day.

 For certain segments experiencing particularly sharp declines in user numbers, we have
held discussions with the municipal authorities and established sustainability-related
measures.

 In cooperation with the municipal authorities and residents along train lines, we will to seek
to establish sustainable transportation networks by advancing the examination of measures
that will lead to an increase in user numbers for each train line.

 Next is our concluding slide. Please turn to the next page.



 Lastly...

 Contributing to the sustainable development of Kyushu by bringing happiness to
customers and local communities and thereby invigorating the region represents the
existential mission of the JR Kyushu Group. And, we are convinced that by rolling
out our businesses that have solidified their strengths in Kyushu to the rest of Japan
and Asia, and returning them to Kyushu in the form of even greater strengths, we
will be able to inject even more invigoration back into the region.

 While our business continues to suffer the consequences of COVID-19, particularly
in our railway business, we will continue to do everything in our power to fulfill our
duty to society as a company that specializes in mobility services for the Kyushu
Region while enhancing corporate value through our harmonious coexistence with
stakeholders.

 This concludes our presentation. Thank you for your cooperation.






