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○ I am Katsunori Matsuura, general manager of the finance department.
○ I would like to explain the results for the first half ended September 30, 2013
and forecasts for the fiscal year ending March 2014 announced on October 29.
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○ In the first half of the year, consolidated operating revenues increased for the
fourth consecutive period, due in large part to strong transportation revenues at the
parent company and to favorable revenues from subsidiaries in retail and other
businesses. On a non-consolidated basis, operating revenues declined because
other revenues decreased due to lower earnings from other JR companies.
However, operating income, recurring profit, and net income increased year on
year for the second consecutive period, on both consolidated and non-consolidated
bases.
○ Considering the results for the first half and current trend, we have not changed
the consolidated and non-consolidated full-year forecasts.
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○ In the first half, although transportation revenues rose ¥3.6 billion year on year,
operating revenues decreased ¥ 3.2 billion year on year because other revenues
decreased ¥ 6.8 billion year on year due to lower earnings from other JR companies.

○ In regard to revenues from and payments to other JR companies, both revenues and
costs decreased about ¥6.0 billion year on year, due to decreases in the unit prices for
the borrowing and lending of train cars among JR companies since October last year.
Consequently, operating income was not affected.
○ On the other hand, in non-personnel costs, energy costs rose about ¥3 billion.
Nonetheless, operating expenses declined by ¥4.2 billion due to such factors as a
decrease in depreciation and a fewer expenses recorded in the first half in comparison
with the full-year forecast. Consequently, operating income was up ¥1.0 billion year on
year.
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○ In the first half, transportation revenues increased ¥3.6 billion year on year, or
0.9%, to ¥388.6 billion due mainly to strong leisure demand since July especially
on summer holiday. The revenues in the second quarter increased ¥3.2 billion
year on year, or 1.6%, although in the first quarter they were basically flat, an
increase of ¥0.4 billion year on year, or 0.2%.
○ Shinkansen usage has been influenced to a certain extent by increases in airline
flight frequencies and other factors. On the other hand, we believe that the
adverse effect was limited to ¥0.7 billion due to our countermeasures, such as the
development of the Super Haya-Toku early discount ticket and other products,
and timetable revison.
○ Usage in the Kansai Urban Area remained firm against a background of the
positive effect of newly opened big commercial facilities such as Grand Front
Osaka and Abeno Harukas.

4

5

○ We have not revised the full-year forecasts of transportation revenues in
this fiscal year.
Shinkansen is likely to keep strong trend, and Conventional Lines are likely
to be unchanged year on year. Consequently, transportation revenues are
anticipated to increase ¥5.8 billion, or 0.8%, to ¥775.0 billion.
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○ Non-consolidated operating expenses decreased ¥4.2 billion year on year,
to ¥371.2 billion.
○ Increase in electricity charge and fuel price is expected to cause the
increase in energy costs and miscellaneous costs. On non-consolidated
basis, the amount of the impact is forecasted to be ¥8.0 billion in total in
the full fiscal year, and was ¥3.0 billion in the first half.
○ However, in the first half, operating expenses decreased ¥4.2 billion year
on year, because of decrease in miscellaneous costs due to lower
payments for other JR companies since October last year, and decrease
in depreciation.
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○ Although in the first half operating income rose slightly year on year, we have not
made a revision of the full-year forecasts. On non-consolidated basis, operating
income is forecasted to decrease in the second half and in the full fiscal year.
○ On non-consolidated basis, operating expenses are forecasted to increase ¥6.3
billion year on year, to ¥772.5 billion. Although depreciation is expected to decrease,
operating expenses are forecasted to increase ¥6.3 billion year on year because we
anticipate ¥8.0 billion of increase in electricity related costs and higher maintenance
costs due to an increase in maintenance work.

8

○ In the first half, on consolidated basis, operating revenues rose ¥2.7 year on year to ¥642.1
billion, due in large part to strong transportation revenues at the parent company and to
favorable revenues from subsidiaries in retail and other businesses.
○ Although in subsidiaries non-personnel costs rose according to increase in operating
revenues, on consolidated basis operating expenses decrease ¥0.3 billion year on year to
¥567.3 billion due to decrease in miscellaneous costs and depreciation on non-consolidated
basis. Consequently, operating income rose ¥3.0 to ¥74.8 billion year on year.
○ Taking the results for the first half and current trend into account, we have not revised the
full-year forecasts.
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○ In the retail business segment, operating revenues declined in department store operations,
but in sales of goods and services, full-year contributions were made by EKI MARCHE Osaka,
a commercial facility inside a station, and Via Inn Okayama, a business hotel operated by a
subsidiary, and the newly opened Via Inn Nagoya also made a contribution. As a result,
operating revenues in the retail business segment were up ¥1.5 billion year on year, to ¥116.8
billion. Operating income/loss in the retail business segment improved by ¥2.6 billion year on
year, to operating income of ¥2.0 billion. This gain was attributable to the higher revenues in
sales of goods and food services, to cost reduction initiatives and to a reduction in the
depreciation burden due to the impairment loss on JR Osaka Mitsukoshi Isetan.
○ In the real estate business segment, a contribution to revenues was made by the opening of a
shopping center in Himeji. However, revenues declined in condominium sales business, where
we forecast a substantial increase in revenues for the full year. Consequently, operating
revenues in the real estate business segment decreased ¥0.9 billion, to ¥42.8 billion. The
segment recorded a temporary increase in expenses due to the opening of a shopping center,
and there was a decline in revenues due to renovation construction at the shopping center at
Shin-Osaka Station. In addition, there was a decline in revenues from condominium sales
business. As a result, operating income in the real estate business segment was down ¥1.9
billion year on year, to ¥12.2 billion.
○ In the other businesses segment, hotel and travel agency revenues were firm against a
background of recovery in business conditions and solid leisure demand. In addition, in
construction, a large increase in revenues was recorded, due in part to the receipt of orders
for construction work related to the Hokuriku Shinkansen. However, the increase in
construction orders resulted in a rise in non-personnel costs, and consequently operating
revenues in the other businesses segment were up ¥4.7 billion, to ¥60.2 billion, while
operating income edged up slightly year on year, to ¥2.5 billion.
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○ I am Tatsuo Kijima, vice president of JR-West.
I would like to explain future initiatives based on the results for the first half
of this fiscal year.
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○ This fiscal year is the initial year of “Medium-Term Management Plan 2017”. To bring about a
new form for the JR-West Group in the coming era, we are implementing key strategies.
There are a number of small initiatives that are already underway, as well as initiatives that
we are preparing to implement. At this point, I believe that we are off to a good start.
○ In the short term, the prospects for the economy are brighter, as demonstrated by our results
in the first half. Further, the opening of big commercial facilities, such as Grand Front Osaka,
is expected to invigorate the whole Kansai area.
○ On the other hand, the population is declining, and uncertain factors include the future of the
electricity supply and intensifying competition with airlines. Accordingly, our operating
environment does not support an overly optimistic outlook.
○ Leveraging improved economic trends, we will implement the strategies shown in the plan. In
this way, we strive not only to make sure to reach the targets, but also to surpass them.
○ Moreover, it goes without saying that our ultimate mission is to further improve safety. In
conjunction with initiatives to enhance content in a manner that contributes to future growth,
the entire JR West Group will work to achieve medium-to-long-term growth and sustainable
management.
○ In today’s meeting, I would like to explain three business strategies in the plan, “Shinkansen”,
“Kansai Urban Area”, and “Business Development”.
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○ In the first half transportation revenues proceeded according to the forecasts, due to
strong leisure demand especially on summer holidays and three consecutive holidays in
September.
○ On the other hand, we compete with airlines in the provision of transportation services,
and it goes without saying that our management environment is increasingly challenging.
For example, in December 2012, the Iwakuni Airport opened in Yamaguchi Prefecture; in
March 2013, flights were increased at Haneda and Itami airports; and in October 2013 a
new flight was inaugurated between Kansai and Fukuoka.
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○ On page 18, we have outlined a variety of initiatives to increase competitiveness, and moving forward we will
strive to rapidly implement these initiatives.
○ In particular, by timetable revision in March 2013, considering competition with airlines, we carry out measures
such as shortening the travel time of nearly half of “Nozomi” and “Sakura”, increasing frequency of “Nozomi”
between Okayama/ Hiroshima and Tokyo, and increasing in “Nozomi” stops at Tokuyama Station.
○ For the e5489 and EX reservation services, the number of members and the number of uses are recording
favorable growth. Through campaign activities, we will work to ensure that customers understand the high level of
convenience offered by these services. We will strive to achieve further gains in the number of members and in
usage, to secure further growth in repeat customers, and to focus on attracting new customers.
○ In addition, in regard to rolling stock, we will endeavor to further increase convenience through such means as
introducing the new N700A Shinkansen rolling stock and modifying the existing N700 series rolling stock.
○ At the same time, on routes where the competitive environment has intensified, since spring 2013 we have
worked to enhance our products to reflect airline pricing. We began to offer the Super Haya-Toku early discount
ticket on the Osaka-Hakata route, with tourism customers as the principal target.
○ Looking at the results of these initiatives, special research in the first quarter showed a 5% increase in
Shinkansen usage on theOsaka-Hakata route. We believe that we were able to uncover new demand, centered
on comparatively young customers, that exceeded the effect of the reduction in prices.
○ Accordingly, to achieve further expansion in demand, we extended the Super Haya-Toku ticket to Kumamoto and
Kagoshima in Kyushu. We continue to offer these tickets in the second half. In marketing, we will pay careful
attention to yield management, such as controlling the number of seats in accordance with the time period.
○ In addition, in areas where demand is expected to increase—such as senior citizen tourism and inbound travel—
we will take steps to capture demand.
○ The depreciation of the yen is leading to an increase in inbound customers, and in response we are taking steps
to develop appealing products as well as West Japan tourism routes. In addition, we will work to implement "soft"
initiatives, such as installing wireless LANs in major stations where there is a high need and expanding
interpretation services for multiple languages.
○ By effectively implementing these marketing initiatives, and considering the favorable trend of improvement in the
economic environment, we are endeavoring to achieve our plan for the current fiscal year, which calls for
transportation revenues of ¥362.7 billion, a record high.
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○ We have just announced service types and train names of Hokuriku
Shinkansen and will strive to have promotions in cooperation with JR-East.
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○ Due in part to the opening of Grand Front Osaka and other big commercial facilities,
usage in the Kansai urban area is following a favorable trend. When Osaka Station
City opened in 2011, we revised the timetable with a view to enhancing the role of
the Umeda region as a hub of the Kansai urban area, such as expanding the
number of through-service rapid trains to Osaka station. We believe that these
initiatives have had a positive effect on the current trend.
○ Moving forward, we will work to sustain and expand usage of our services by
advancing initiatives to make the Kansai urban area more appealing and increase
the quality of transportation.
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○

Specifically, on the JR Kobe Line and JR Kyoto Line we will add new stations
and improve existing stations. In addition, on the Osaka Loop Line we will
promote development under elevated bridges and enhance the functionality of
the stations and surrounding areas. In these ways, we will take a
comprehensive approach to enhancing the value of our railway belts.

○

In addition, through information sites and other means, we will work to provide
information about the appeal of the Kansai region, centered on Osaka Station
City, which had 300 million visitors in October. Working together with private
railways in Kansai, we will strive to draw customers from an even wider area.

○

In addition, to further enhance the rail network, we will steadily advance
projects such as development of the Osaka Higashi Line.
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○

Business development is positioned as a pillar of our growth, along with the
Shinkansen and the Kansai urban area. In lifestyle-related services businesses,
such as retail and real estate, we are steadily advancing projects that were
incorporated in the medium-term management plan. As outlined on page 23, we
will take steps to strengthen and expand existing businesses. These will include
the renovation of stores inside stations accompanying station improvement
activities at Tennoji and Sannomiya, as well as large-scale shopping center
renovations.

○

In addition, we will conduct aggressive development in fields/businesses where
we can leverage our strengths, such as the start of commercial facility
development through site acquisition in the Fukuoka region, the westernmost part
of our service area.

○

Also, as a new initiative that was not initially included in the medium-term
management plan, we have acquired a site in front of Tsukaguchi Station on the
Fukuchiyama Line, and we are now considering the potential uses of this site in
conjunction with the station building and condominium sales business.

○

Furthermore, we have established the Business Promotion Group in the Business
Development Headquarters, and we are moving ahead with a variety of
considerations regarding new business formats and fields.
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○In regard to JR Osaka Mitsukoshi Isetan, while Grand Front Osaka drew large numbers
of customers immediately after its opening in spring 2013, subsequent marketing
initiatives designed to draw customers who use the north side of Osaka Station
gradually began to take effect. Nonetheless, from the second half of last year the competitive

environment in the Umeda area has intensified, and in comparison with the forecast for
the full year, revenues in the first half were somewhat weak.
○For the second half, we will implement a variety of creative marketing initiatives while
taking steps to verify their diverse effects. For example, in card operations, where the
number of members and usage rates are increasing, we will work to secure new
members and offer sales promotions for members. We will also implement events that
are effective and appealing. We will steadily secure revenue while capturing demand in
the period prior to the increase in the consumption tax.
○At the same time, making a project group with Isetan Mitsukoshi Holdings Ltd, we are
moving ahead with consideration of this issue, targeting a post-reform reopening in spring
2015. We will strive to disclose these plans within the fiscal year.
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○Consolidated capital expenditure for the current fiscal year is forecasted to be ¥192.0
billion and was ¥46.2 billion in the first half. This is because Hokuriku
Shinkansen related capital expenditure will get into full swing and we will invest on
renewal of ATC in Sanyo Shinkansen Line and on earthquake and tsunami
countermeasures.
○We will ensure the total asset efficiency (ROA) by evaluating return on investments
and implementing systematically.
○Moreover, we will continuously evaluate new chances and additionally invest on
business fields that we regard have potential for growth.
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○In the current fiscal year, free cash flow is expected to decrease significantly from
the previous fiscal year because capital expenditure will increase again.

○In terms of returns to shareholders, based on the policy of the current mediumterm management plan, we plan to pay a full-year dividend of ¥110 yen per
share, the same as last fiscal year, on condition of free cash flow.
○We have cancelled the 4.52 million shares of treasury stock that we acquired in
fiscal 2008.
○We had intended to use the treasury stock for capital alliances that would support
increased safety and competitiveness. However, we had held the treasury stock
for more than five years, and consequently we cancelled the shares in
accordance with our basic policy.
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