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 I am Nobutoshi Nikaido, general manager of the finance department. 

 

 I would like to explain the results for the first six months of the fiscal year 

ending March 2015 (FY2015/3) and the forecasts for FY2015/3, which were 

announced on October 29.  
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 First, please look at page 3. This page shows financial highlights, specifically our 

results for the first six months of FY2015/3 and the full-year forecasts for FY2015/3.  

 

 In the first half of the fiscal year, transportation revenues were favorable, and we also 

recorded increased revenues in other businesses, in part because DAITETSU 

KOGYO CO., LTD., became a subsidiary. On the other hand, in the retail business 

revenues were lower due primarily to the closure of a department store for renovation. 

Nonetheless, due to the revenue gains, our operating revenues increased on both a 

consolidated and a non-consolidated basis. On a non-consolidated basis, revenues 

increased while expenses were basically unchanged from the previous year, and 

profits increased. As a result profits rose on a consolidated basis.  

  

 In consideration of the situation in the first half of the fiscal year, we implemented 

upward revisions to our forecasts for the full fiscal year on both a consolidated and a 

non-consolidated basis.  
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 Next, please look at page 4 for our non-consolidated financial results. In the 

first six months, transportation revenues increased. On the other hand, 

looking at operating expenses, certain non-personnel costs increased. 

Nonetheless, the lease period for the Kosei Line ended and depreciation 

progressed. Overall, operating expenses were basically unchanged year on 

year, and as a result operating income increased.  

  

 Of note in the period under review was the fact that restoration expenses 

were recorded on account of the disaster damage on the San-in and 

Yamaguchi lines in the previous year, and consequently extraordinary loss, 

net, increased ¥2.5 billion.  

  

 Moreover, as described in a previous notice, the golf business was 

transferred to Accordia Golf Co., Ltd., on October 1, and this will have an 

effect on interim net income. Accordingly, the processing of past losses had 

the effect of reducing income taxes-deferred by ¥3.4 billion. 

  

 Our results in this period reflect the influence of a variety of measures, such 

as past disaster reconstruction as well as past loss processing related to 

the golf business.  
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 Accompanying the transfer of the golf business, the return of deposits led 

to a cash outflow of about ¥7.0 billion on a consolidated basis.  
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 Next, page 5 explains the major factors of increase/decrease in 

transportation revenues.  

  

 Transportation revenues in the first six months were up ¥6.2 billion year on 

year, to ¥394.8 billion. Shinkansen revenues were up ¥3.4 billion, Kansai 

Urban Area revenues rose ¥2.0 billion, and revenues on other conventional 

lines were up ¥0.7 billion.  

  

 In the first six months, there was considerable concern about the reaction 

to the consumption tax hike, but the influence did not last as long as had 

been expected. In addition, economic conditions were comparatively 

robust.  

  

 To make the most of these favorable business conditions, we worked to 

revise timetables and increase sales of various Shinkansen tickets through 

the Internet. These factors also contributed to our results.  

5 



6 



 Page 7 shows operating expenses on a non-consolidated basis.  

  

 Overall, operating expenses increased slightly. Due to the influence of such 

factors as the depreciation of the yen and rising fuel expenses, energy 

costs increased ¥1.2 billion, which was within the scope of forecasts at the 

beginning of the period. In addition, due in part to higher construction unit 

prices, maintenance costs rose ¥2.1 billion, which was also within the 

scope of forecasts at the beginning of the period. Miscellaneous costs also 

increased, due in part to higher electricity expenses and to a certain 

amount of progress in preparations for the opening of the Hokuriku 

Shinkansen.  

  

 On the other hand, the lease period for the Kosei Line ended, and rental 

payments declined. In addition, asset depreciation continued to progress. 

Overall, these factors led to the slight increase in operating expenses. 
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 Next, please refer to page 8, which shows our consolidated financial 

results.  

  

 Operating revenues rose ¥9.3 billion, to ¥651.5 billion, owing to favorable 

non-consolidated transportation revenues and to higher revenues in other 

businesses, which were due in part to DAITETSU KOGYO becoming a 

subsidiary.  

  

 Operating expenses rose ¥2.0 billion, to ¥569.3 billion, due in part to higher 

expenses associated with increased revenues. Consequently, operating 

income increased ¥7.3 billion, to ¥82.1 billion.  

  

 As indicated at the announcement of the first quarter results, when 

DAITETSU KOGYO became a subsidiary a total of ¥7.3 billion was 

recorded in non-operating revenues and in extraordinary profits (gain on 

negative goodwill).  
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 Next, page 9 shows financial results by segment.  

  

 In the retail business, due to obstacles regarding construction that is currently 

underway in such locations as Shin-Osaka Station, and to department store 

renovation work in Osaka, revenues were down ¥5.5 billion. On the other hand, 

expenses for the opening of a budget hotel, which are included in the retail 

business, were recorded in the previous year but not in the current year, and as a 

result the decline in operating income was limited to a relatively small amount.  

  

 In the real estate business, shopping center renewal construction had an adverse 

influence, but the number of condominium units sold increased year on year, and 

as a result operating revenues increased ¥0.1 billion. In expenses, depreciation 

was recorded for Osaka Station City. As a result of this and other factors, 

operating income was up ¥1.8 billion.  

  

 The other businesses segment includes the travel, hotel, and construction 

businesses. In the travel and hotel businesses, travel demand was firm, and in the 

construction business, a company was newly consolidated. As a result, operating 

revenues increased ¥7.8 billion. On the other hand, accompanying the increase in 

revenues, expenses also increased, and operating income was about the same as 

in the previous year.  

9 



 Please see page 10. 

  

 In regard to non-consolidated financial forecasts, with consideration for 

such factors as results in the first six months of the fiscal year and future 

economic trends, the forecast for operating revenues has been increased 

by ¥6.5 billion, to ¥881.0 billion. Operating expenses are basically in line 

with plans, and accordingly the forecast has been left unchanged at ¥779.5 

billion. Consequently, the forecast for operating income has been increased 

by ¥6.5 billion, to ¥101.5 billion.  
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 Please see page 11. 

  

 The full-year forecast for transportation revenues has been revised upward 

to ¥788.0 billion, an increase of ¥7.3 billion from the previous year and of 

¥6.5 billion from the previous forecast.  

  

 This represents a year-on-year increase of ¥1.1 billion in the second half of 

the fiscal year, which is a conservative figure in comparison with results in 

the first half.  

  

 The reasons for this forecast are as follows. It reflects the fact that there 

are many indicators suggesting that the economy might possibly have 

entered a recession and consideration for the emergence of uncertain 

factors. Also, prior to the consumption tax hike, the second half of the 

previous fiscal year was an unusual business environment, with many 

people taking trips prior to the tax increase. As a result, our forecast for the 

second half of the current fiscal year represents the trend from the first half 

of FY2013/3 to the first half of FY2015/3. In addition, airlines are planning 

to increase flights on competing routes. Moreover, the forecast also 

incorporates the influence of the October typhoon.  

  

11 



 Of course, even in an uncertain environment such as this, we will steadily 

advance the various initiatives that supported our results in the first half in 

order to actively meet domestic tourism demand and demand from 

overseas visitors to Japan, which has been increasing in recent years. In 

these ways, we will strive to increase revenues, even just by a small 

amount.  

11 



 Page 12 explains the forecasts for operating expenses on a non-

consolidated basis.  

  

 The trend in operating expenses is basically in line with initial plans, and 

consequently there has been no change to the initial forecast.  

  

 For the full fiscal year, we are forecasting an increase of ¥6.6 billion in 

expenses related to preparations for the opening of the Hokuriku 

Shinkansen. In particular, these preparations will be implemented on a full-

scale basis in the second half. Accordingly, in comparison with the first half, 

operating expenses will increase in the second half. 
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 Page 13 explains consolidated financial forecasts.  

  

 In comparison with the previous forecasts, the forecast for operating 

revenues has been increased ¥10.5 billion, to ¥1,330.0 billion, the forecast 

for operating expenses has been increased ¥4.0 billion, to ¥1,206.0 billion, 

and the forecast for operating income has been increased ¥6.5 billion, to 

¥124.0 billion.  

  

 In addition to the upward revisions in the forecasts for non-consolidated 

operating revenues and income, the forecast for revenues in the 

construction and other businesses was revised upward by ¥4.0 billion due 

to the expectation that new orders will be received in the current fiscal year.  
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 Please see page 14. 

  

 As I mentioned, in operating revenues we have increased the forecasts for transportation 

revenues by ¥6.5 billion and for construction business revenues by ¥4.0 billion.  

  

 This has been a brief overview of our results and forecasts, and at this point I will 

conclude my portion of today’s presentation.  
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 I am Tatsuo Kijima, vice president of JR-West. 

  

 I will explain the topics covered on page 20 and subsequent pages.  
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 I will discuss the initiatives that we will implement in consideration of our 

results in the first half. First, page 20 shows our management policies.  

  

 In March 2013, we released the JR-West Group Medium-Term 

Management Plan 2017. This indicates our future direction over the 

medium-term, that is, the next five years, as well as our priority strategies 

and objectives. Currently, we are in the second year of the plan.  

  

 We are now taking concrete steps to advance these strategies and planned 

initiatives. In the first half of the fiscal year, we saw some of the results of 

these initiatives. In addition, in the following pages I will also discuss 

initiatives that we will implement going forward.  



 The results that are shown on pages 21 and 22 were explained by the general 

manager of the finance department, so I will not go into details here. However, in 

the first half we recorded higher operating revenues and operating income on both 

consolidated and non-consolidated basis, and in consideration of those results, we 

made upward revisions to the full-year forecasts.  

  

 On the other hand, we still expect income to decline on a full-year, consolidated 

basis due to a moderate forecast for revenues in the second half and to the 

recording of expenses in the second half in line with plans.  
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 We face a challenging situation, but as shown on page 23, our policy for 

the current fiscal year is to steadily build a business foundation for growth 

in FY2016/3 and thereafter. In recent years, the railway business has faced 

frequent and intense natural disasters, and we will continue working to 

improve safety. Moreover, our basic approach will be to increase revenues, 

even just by a small amount while implementing a variety of initiatives 

centered on the Shinkansen, the Kansai Urban Area, and Business 

Development.  
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 Page 25 shows the situation with the Sanyo Shinkansen.  

  

 In the first half, we reduced travel times and increased the frequency of service to the 

Tokyo metropolitan area and Kyushu with timetable revisions in March. In addition, we 

achieved results with initiatives to capture tourism demand among senior citizens as 

well as inbound demand. As a result, revenues increased ¥3.4 billion year on year.  

  

 Future economic trends are unclear, and we also expect to see increases in airline 

flights on competing routes. In this setting, we will work to increase our 

competitiveness and promote tourism demand. In this way, we will strive to achieve 

transportation revenues of ¥368.6 billion.  



 Page 26 shows specific initiatives that we will implement to secure revenues. On the 

left are measures to heighten competitiveness, and on the right are measures to 

stimulate tourism demand. Some of these items have already been announced, but by 

steadily implementing these measures, we will strive to achieve our objectives for this 

fiscal period, which have been revised upward. For individual measures, please refer 

to the materials.  

  

 In particular, in March 2015 the Sanyo Shinkansen service to Hakata will mark its 40th 

anniversary. On this occasion, JR-West will strive to formulate initiatives that will 

promote further use of the Sanyo Shinkansen. 
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 Next, page 27 provides information about the Hokuriku Shinkansen, which 

opens on March 14, 2015.  

  

 A variety of preparations are already under way, and the opening date and 

an overview of the timetable have been released. This month, we filed an 

application for approval of limited express charges. To maximize the opening 

effect of the Hokuriku Shinkansen, we are implementing pre-opening PR 

activities, in particular in the Tokyo metropolitan area and the Kansai region.  

  

 We are doing our utmost to ensure that this Shinkansen opening results in 

the maximum contribution to the Company in the next year and thereafter.  



 Page 28 shows information about the Kansai Urban Area.  

  

 In the first half, business conditions were firm. In addition, the ABENO HARUKAS 

complex in the Tennoji area was fully opened, and a Harry Potter attraction area 

was also opened at the Universal Studios Japan theme park. In response, we were 

able to capture outing demand, and as a result first half revenues were up ¥2.0 

billion year on year.  



 As shown on page 29, in the second half we will continue working to offer 

safe, reliable transportation service by refurbishing rolling stock that was 

introduced following the establishment of JR. In addition, we will improve 

stations on the Kobe Line and implement initiatives in the area of barrier-

free facilities. Through these types of initiatives, we still need to take further 

steps to increase the value of the railway belts in the Kansai Urban Area. 

Moreover, we will use the Internet to provide information about the appeal 

of Kansai, including the Universal Studios Japan theme park. In this way, 

we will work to further advance urban tourism.  

  

 Through these initiatives, we will strive to increase transportation revenues 

by ¥2.5 billion year on year, to ¥294.6 billion.  
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 Page 30 and subsequent pages address the Business Development 

segment.  

  

 As I said at the start, there is no change to our expectation of lower income 

in each segment. However, we place importance on steadily advancing 

initiatives that will contribute to future-oriented growth and sustainable 

management. Page 31 and subsequent pages show specific initiatives for 

each segment. 
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 Page 31 covers the retail business.  

 

 In regard to our business alliance with Seven-Eleven Japan, as of the end of 

September conversion had been completed at 17 stores, and at those stores 

for which year-on-year comparisons are possible, sales were up more than 

50% year on year. Moving forward, we will continue to steadily implement 

conversions in the second half.  

  

 The right side of this page provides information about the renovation of the 

West Wing of the North Gate Building. Most of the West Wing has been 

closed since the end of July, and construction work is making favorable 

progress. Already, a lifestyle-proposal type of store based on DAIKANYAMA 

TSUTAYA BOOKS has been confirmed as a core tenant. Currently, 

preparations are under way for the opening of stores by other tenant 

companies.  

  

 The East Wing LUCUA section has gotten off to a strong start after its large-

scale renewal in August, which was coordinated with the store-opening 

measures of the West Wing. In September, sales of tenant stores were up 

10% year on year.  
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 Page 32 covers the real estate business.  

  

 In activities outside the railway belts, in December we will open a commercial 

building in the Tenjin district of Fukuoka City. Also, with a focus on the 

opening of the Hokuriku Shinkansen, we will implement activities in the 

Hokuriku area in a subsegment of the shopping center market, such as 

steadily advancing shopping center renewals and the development of 

locations under elevated tracks.  
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 Page 33 covers the other businesses segment. We will expand the number of facilities 

in the day service business specializing in rehabilitation, which we have made into a 

subsidiary. In addition, through investment and business alliances, we are entering new 

fields of business related to agriculture and health care. In these ways, we are taking on 

the challenge of new fields of business for the future.  

  

 Furthermore, we addressed the longstanding issue of our golf operations, a field in 

which we lacked distinctive strength. On October 1, we sold our golf operations to 

Accordia Golf under conditions that were favorable to all stakeholders.  

  

 Moving forward, we will take steps to increase our competitiveness in each of our 

business fields, including partnering with external companies.  
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 Next, page 35 covers capital expenditures.  

 

 Consolidated capital expenditures in the first half were up ¥27.4 billion year 

on year, to ¥73.7 billion. Of this total, safety-related investment accounted for 

¥22.4 billion.  

  

 Looking at the full fiscal year, in addition to safety-related investment, we will 

invest in the production of new rolling stock for the Hokuriku Shinkansen and 

in the renovation of the West Wing of the North Gate Building. Accordingly, on 

a consolidated basis we will implement a large amount of capital 

expenditures--¥224.0 billion. Currently, we are making favorable progress 

with our investment plans.  

  

 Moving forward, we will continue to systematically advance investment while 

maintaining a focus on project effectiveness.  



 Page 36 covers cash flows and financial status. 

  

 As of the end of September, the balance of long-term debt and payables 

was ¥976.0 billion, and the equity ratio was 29.5%.  

  

 For the full fiscal year, in addition to the level of profits, capital expenditures 

will be at a high level, and accordingly free cash flow is expected to be 

negative. The balance of long-term debt and payables at the end of the 

fiscal year is expected to be ¥997.0 billion on a consolidated basis.  
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 Page 37 covers returns to shareholders.  

  

 There have been no changes to our shareholder return policy or our 

dividend forecasts. 

  

 For FY2018/3, we will work in accordance with our shareholder return 

policy, under which we aim for a 3% “rate of total distribution on net 

assets.” 
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 Finally, this page covers revisions to the Medium-Term Management Plan.  

  

 These financial forecasts did not include the effect that the Hokuriku 

Shinkansen opening will have on revenues and rental payments. As a 

result, we have stated that we will make necessary revisions, and we will 

make those revisions following the opening of the Hokuriku Shinkansen 

next spring.  

  

 We have made plan revisions in the past, but this time there have not been 

any significant changes in the management environment and we will not be 

making any drastic revisions. In addition to the opening of the Hokuriku 

Shinkansen, we are now in the second year of the plan, and accordingly we 

would like to update the plan in a manner that incorporates the progress 

made to date.  

  

 This concludes my portion of today’s presentation. 
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