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I am Nakanishi, General Manager of the Finance Department.



First, I will provide a simple explanation of results for the first half of the
fiscal year ending March 31, 2017, which were announced on October
27, as well as a full-year forecast.
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Please turn to page 3, which discloses results in the first half of the fiscal year and a
summary of the full-year forecast.



In the first half, major trends in the first quarter remained unchanged. In terms of
year on year comparisons, several special factors, including the earthquake in
Kumamoto, rebound decline from the opening effect of the Hokuriku Shinkansen,
rebound decline from the Silver Week (a five-day holiday last September) and other
holiday schedules and rebound decline from last year’s real estate sales and
construction businesses, caused revenues and profits to decline. In comparison with
forecasts, the larger-than-expected impact of the Kumamoto earthquake, a decline
from the Hokuriku Shinkansen opening in the previous year, non-consolidated
based cost increases and soft department store sales resulted in performance that
fell short of forecasts.



In light of these circumstances, we made downward revisions to our consolidated
and non-consolidated full-year forecasts.
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On page 4, we have disclosed our non-consolidated financial results.



In the first half, transportation revenues declined due to a rebound
decline from the favorable national holiday schedule, the impact of the
Kumamoto earthquake and a rebound decline from the Hokuriku
Shinkansen opening. In addition, new costs arose due to provision
expenses stemming from the establishment of a reserve for large-scale
Shinkansen renovations and an increase in depreciation expenses due
to a high level of capital expenditure in recent years, which caused
operating expenses to rise, resulting in operating income declining ¥9.0
billion year on year to ¥81.3 billion.



We also recognized as an extraordinary loss an impairment loss of ¥2.5
billion on Sanko Line fixed assets for railway operations related to the
notice to discontinue the Sanko Line, filed on September 30.
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Turning to page 5, I will now explain the major factors behind changes in
transportation revenues.



As for Shinkansen operations, the impact of the Kumamoto earthquake,
rebound decline from the Hokuriku Shinkansen opening and the Silver
Week and other holiday schedules caused revenues to decline ¥5.4
billion. Fundamentals remained firm, at 100.4% of the previous year’s
figure.



In the Kansai Urban Area, we succeeded in efforts to improve the value
of railway belts, which involved constructing new stations and renovating
existing stations. We also made an effort to capture inbound demand,
resulting in transportation revenues growth of ¥1.0 billion.



In terms of other conventional lines, fundamentals were lower than in the
previous fiscal year, and the Silver Week and other holiday schedules
caused transportation revenues to decline ¥0.3 billion.
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Please turn to page 7, which indicates non-consolidated operating
expenses.



Despite decreases in amortization of accumulated unrecognized
actuarial differences of retirement benefit obligations and an adjustment
for fuel costs due to the low price of crude oil, provision expenses
stemming from the establishment of a reserve for large-scale
Shinkansen renovations, increased system-related expenses, focused
advertising in conjunction with the opening of the Kyoto Railway Museum
and a rise in rental payments in line with an increase in an amount
equivalent to Hokuriku Shinkansen fixed assets tax, as well as an
increase in depreciation due to a high level of capital expenditure in
recent years, resulted in operating expenses increasing ¥5.7 billion.
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Now, I’d like to look at consolidated financial results on page 8.



With regard to operating revenue, in addition to lower transportation
revenues on a non-consolidated basis, there was a rebound decline from
last year’s real estate sales and construction businesses, and
department stores were soft . Despite increased sales of goods and
food services buoyed by the conversion to 7-Eleven Japan franchised
stores, operating revenue decreased ¥9.0 billion year on year, to ¥700.3
billion.



Operating expenses increased ¥3.1 billion, to ¥602.0 billion, while
operating income declined ¥12.1 billion year on year, to ¥98.3 billion.
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Turning to page 9, I will explain performance by business segment.



In the retail segment, although department store revenue declined on the
rebound decline from the Osaka store opening effect, lower apparel sales due
to unseasonable weather and shrinking inbound consumer unit consumption,
sales of converted 7-Eleven Japan franchised stores were favorable, resulting
in a ¥0.6 billion increase in operating revenues compared to the previous year,
to ¥114.9 billion. Operating income declined on soft department store
performance, down ¥0.5 billion, to ¥2.5 billion. Note that during the conversion,
maintenance expenses related to existing store logistics and systems were
required, thus the contribution to the operating income from the stores
converted to 7-Eleven Japan franchised ones is expected in the future.



In real estate, although shopping centers opened during the previous fiscal year
performed well, there was a significant rebound decline from real estate sales in
the previous fiscal year, resulting in operating revenue declining ¥2.9 billion to
¥50.4 billion and operating income decreasing ¥0.8 billion to ¥16.8 billion.



In other businesses, although hotels were about the same level as the previous
fiscal year and travel agency businesses were firm due to inbound demand,
there was a substantial rebound decline from construction businesses in the
previous fiscal year, resulting in operating revenue decreasing ¥2.3 billion year
on year, to ¥73.3 billion, and operating income declining ¥0.8 billion to ¥4.1
billion.
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Turning to page 12, I will explain the non-consolidated financial forecast.



In light of transportation revenues performance, our forecast for nonconsolidated earnings calls for operating revenues of ¥951.0 billion, ¥1.5
billion lower than the previous forecast, and operating income of ¥133.5
billion, which is ¥2.5 billion lower than the previous forecast.
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Now, please turn to page 13.



The full-year forecast for transportation revenues has been reduced by
¥2.5 billion, to ¥846.0 billion.



The reason for this revision is due to the fact that the impact from the
earthquake is abating, and we anticipate a certain degree of increased
revenue due to our participation in a Kyushu Tourism Revival Campaign .
Also, the rebound decline from the Hokuriku Shinkansen opening is
fading, and we are engaged in stimulating tourism demand through after
DC and other campaigns, thus the initial forecast for the second half
remain unchanged. Only the downturn in the first half was reflected in
the full-year forecast revised downward.
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Turning to page 14, I will explain the non-consolidated operating
expense forecast.



In comparison with the previous forecast, energy costs are expected to
decline ¥1.0 billion in light of inexpensive crude oil prices, maintenance
costs are expected to increase ¥1.0 billion due to external-related
construction, depreciation is expected to increase ¥1.0 billion due to
increased operation of new assets in the first half of the fiscal year, for
an overall increase of ¥1.0 billion to ¥817.5 billion.



With regard to the increased maintenance costs due to external-related
construction, as we also expect other revenues to increase by the same
amount, the balance between earnings and expenses will be neutral.
Thus, the increase in operating expenses will have no impact on
operating income.
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Turning to page 15, I will explain the consolidated financial forecast.



In comparison with the previous forecast, operating revenues are
expected to decline ¥4.5 billion, to ¥1,445.5 billion, down ¥1.5 billion on a
non-consolidated basis, thus the non-transportation business is expected
to decrease ¥3.0 billion.



In comparison with the previous forecast, operating income is expected
to decrease ¥2.5 billion, to ¥173.0 billion, down ¥2.5 billion on a nonconsolidated basis, thus the non-transportation business is expected to
remain the same.
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Turning to page 16, I will now explain the full-year forecast by business
segment.



In the retail business, as there is little expectation that the current situation
faced by department stores will change, we have made downward
revisions to both operating revenues and operating income. As a result,
operating revenues are forecast to decline ¥6.0 billion in comparison with
the previous forecast, to ¥235.8 billion. Operating income is forecast to
decrease ¥0.5 billion in comparison with the previous forecast, to ¥4.9
billion.



In terms of real estate, in light of the fact that shopping centers and real
estate sales are on track to exceed forecasts, we expect operating
revenues to increase ¥3.0 billion in comparison with the previous forecast,
to ¥107.4 billion and operating income to rise ¥0.5 billion in comparison
with the previous forecast, to ¥31.9 billion.



The forecast for other businesses remains unchanged.



This concludes my portion of the presentation, thank you.
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My name is Ogata, Director, Senior Executive Officer and Senior
General Manager of the Corporate Planning Headquarters.



Three and a half years has passed since we launched our Medium-Term
Management Plan. During this time, we have enhanced Shinkansen
competitiveness, opened the Hokuriku Shinkansen, converted selected
stores to 7-Eleven Japan franchised stores, discontinued the Sanko Line
and made steady progress toward the enhancement of our corporate
value. In the remaining year and a half, we will do our utmost to achieve
all targets announced in this plan.



I will now explain initiatives going forward in each business in light of first
half results.
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First, I will address Shinkansen operations. Please turn to page 19.



In the first half of the fiscal year, there was a substantial impact from
extraordinary factors including the rebound decline from the Silver Week and
holiday schedule, and the rebound decline from the Hokuriku Shinkansen
opening in the previous fiscal year, as well as the earthquake in Kumamoto in
April. These factors caused revenues to decline, but if we exclude them, the
Sanyo Shinkansen non-commuter pass fundamentals were 100.5% of the
previous year’s level. Considering that the non-commuter pass fundamentals
were 103.4% in the previous fiscal year, we can see it has maintained an
extremely high level as steadily exceeding the previous fiscal year. Regarding
the Hokuriku Shinkansen, which had an opening effect rebound decline that
was greater than expected, compared to the first quarter, the rebound decline
in the second quarter was in the process of contracting. Given these
conditions, we will maintain the initial forecast in the second half of the fiscal
year.
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Turning to page 20, which discusses the Sanyo Shinkansen, we see initiatives
aimed at enhancing competitiveness with airlines and stimulating tourism
demand.



In terms of enhancing competitiveness, we have continued and will continue to
engage in efforts to expand areas in which mobile phones can be used, the
comprehensive upgrade of ATC systems and ongoing preparations for the
introduction of services enabling online reservations and ticketless services
using a single transport IC card, as well as expanding internet products, such
as WEB Haya-toku 3.



In terms of stimulating demand for tourism, we will send tourists to a recovered
Kumamoto area and economically support affected areas through the Kyushu
Tourism Revival Campaign in which we are currently participating. Also, we will
stimulate demand through the Yamaguchi DC pre campaign and other
campaigns. With regard to senior demand, we will attempt to expand special
products available only to Otonabi members in an attempt to increase usage
and aquire new members.
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Turning to page 21, we see initiatives with respect to the Hokuriku Shinkansen
going forward.



As with the Sanyo Shinkansen, we are making an effort to expand areas in
which mobile phones can be used and increase the convenience of the
Hokuriku Shinkansen.



Also, to further stimulate tourism demand, we are conducting campaigns in
conjunction with local communities and other JR companies such as after DC
and other efforts to promote the appeal of the Hokuriku area. We are also
launching sales of seasonal products such as Snow Resort in an attempt to
send more Kansai area customers to Niigata and Nagano area.
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Please turn to page 22, which pertains to the Kansai Urban Area.



During the first half of the fiscal year, in addition to a steady economy and
employment situation, we are seeing the effect of efforts to enhance the value
of railway belts, which includes the opening of two new stations in March 2016,
station renovations and urban development integrating train stations. We also
captured inbound demand, and demand driven by the opening of the Kyoto
Railway Museum and new attractions at Universal Studios Japan. Despite the
rebound decline from the Silver Week holiday schedule, transportation
revenues were firm at 100.7% compared to the previous fiscal year.



In light of these conditions, we made a slight upward revision to our full-year
forecast, which calls for transportation revenues in Kansai Urban Area of
¥303.5 billion.
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As indicated on page 23, in an effort to enhance the value of railway belts,
having opened a new station in March 2016, we are planning on opening two
more new stations in spring 2018 and are also engaged in renovations at
Tennoji and other stations. We are also attempting to expand railway networks
in the Kansai Urban Area, including adding a north section to the Osaka
Higashi Line and a new Umekita underground station aimed at maintaining and
expanding railway usage.



Furthermore, with respect to other conventional lines, we have filed to
discontinue the Sanko Line. This will go into effect as of April 1, 2018. Going
forward, we will work with local communities along the Sanko Line to examine
what kind of public transportation will be able to meet the needs of the local
community.
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Now, please turn to page 24, pertaining to business development with respect
to retail and real estate businesses, which are positioned as pillars for growth.



As I mentioned at the beginning, revenues and profit declined due to soft
department store sales and the rebound decline from last fiscal year in the real
estate sales and construction business.



In terms of the forecast, department stores, which had originally been expected
to see an increase in revenues, fell short of the forecast, however, shopping
centers and real estate sales exceeded forecast. As a result, we made a
downward revision to department stores and an upward revision to real estate
sales.
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Looking at page 25, in retail, the conversion to 7-Eleven Japan franchised
stores has been proceeding on track. And we will carefully select the stores to
be converted and accelerate the process with the intention of completing the
switchover of selected stores during this fiscal year. By the end of this fiscal
year, we expect to have converted a total of 350 stores. Moreover, from next
fiscal year, we will increase the number of new stores with the aim of eventually
opening 500 stores in all. Regarding soft department store performance, we
will conduct renovations on the B1 and B2 floors of LUCUA 1100 in Osaka this
winter. We will release details on this endeavor in a press release soon.
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On page 26, you can see our initiatives toward real estate business. In terms of
shopping center renovations, we are preparing for the grand opening of a
shopping center at Shin Osaka Station next spring. Also, in October Otsu
Station opened after having been renovated, part of our promotion of the
development of stations and surrounding areas. In addition, we are developing
properties in Nagoya and Hiroshima to expand our real estate leasing
business. Furthermore, we have decided to acquire 70% of Ryoju Properties’
shares to achieve medium to long-term growth in the real estate leasing and
sales as well as to establish a pillar for future business. I will discuss this in
more detail in a moment, but this is part of a vigorous effort to enhance
corporate value over the medium to long-term.
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Next, I will discuss the capturing of inbound visitor demand, as shown on page
27.



Having already achieved targets in the updated Medium-Term Management
Plan, for this fiscal year, we have set additional of increasing usage of railway
travel products for inbound visitors by 250,000 people year on year and
additional consolidated operating revenues of ¥2.5 billion.



In the first half of the fiscal year, we exceed the target for usage of railway
travel products for inbound visitors by 150,000 people. The 132% railway travel
products growth rate was strong, surpassing the 118% growth rate of inbound
visitors to Japan. Although inbound consumption declined in the department
stores, consolidated operating revenues increased ¥1.1 billion year on year.



Going forward, to achieve full-year targets, we will develop and enhance widearea tourism with the “Osaka-Tokyo Hokuriku Arch Pass.” We will also open a
Travel Service Center at Osaka Station and strengthen the sales function of
the Kansai Airport Station, readying ourselves to receive visitors .
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Now, please turn to page 29, which discloses capital expenditures.



In the first half of the fiscal year, consolidated based capital expenditure
declined ¥6.7 billion year on year, to ¥72.4 billion.



This fiscal year, as the Sanyo Shinkansen ATC construction is almost
completed, we anticipate capital expenditure of ¥193.0 billion on a consolidated
basis, which is lower than in the previous fiscal year. This plan remains
unchanged.



As an update on investing in growth excess cash in addition to that called for in
our Medium-Term Management Plan, the acquisition of Ryoju Properties’
shares has increased this amount to approximately ¥110.0 billion, including the
investment in the urban passenger railway business in Brazil. This figure
constitutes the majority of our excess cash. With respect to this amount, we will
carefully examine cash flow, including that of next fiscal year, and determine
the use as necessary.
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With regard to dividends for the fiscal year ending March 2017, as we have
already discussed, we plan to pay a full-year dividend of 140 yen per share,
including a 70 yen per share dividend for the first half of the current fiscal year.
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Now, I will explain the details of the Ryoju Properties share acquisition
announced on 31 October.
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A summary of this transaction is provided on page 33.



Ryoju Properties is a subsidiary of Ryoju Facility and Properties, a wholly owned subsidiary of
Mitsubishi Heavy Industries. In other words, it is a sub-subsidiary of Mitsubishi Heavy Industries.



Until this share acquisition, the real estate-related business of Ryoju Facility and Properties will be
spun off, with Ryoju Properties becoming a succeeding company in the corporate split. As of
January 1, 2017, Ryoju Facility and Properties will hold 70% of shares in Ryoju Properties and
Mitsubishi Heavy Industries will hold the remaining 30% of shares.



With this transaction, JR West will acquire all 70% of the shares in Ryoju Properties held by Ryoju
Facility and Properties. As a result, JR West will hold 70% of the shares in Ryoju Properties and
Mitsubishi Heavy Industries will hold the remaining 30% of shares.



The transaction will be conducted on February 1, 2017, at a total acquisition cost of ¥97.0 billion.



The capital used for this acquisition is within the scope of the excess cash generated in the period
of the Medium-Term Management Plan, but because a large amount of cash will be used at one
time, it will be necessary to secure temporary financing. We will keep a close watch on the interest
rate as we pursue the optimal combination of short- and long-term funding . Moreover, our
traditional policy of maintaining a consolidated long-term debt level around ¥1 trillion as of March
31, 2018, remains unchanged.



Ryoju Properties financial figures in the fiscal year ended March 31, 2016 were in line with
assumptions, with operating revenue of approximately ¥25.0 billion and operating income of
approximately ¥4.0 billion.
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Now, please turn to page 34, which provides an overview of Ryoju
Properties.



Ryoju Properties develops the real estate business in promising markets
including the Tokyo metropolitan area. It also owns high-quality
properties in favorable locations.



In the fiscal year ended March 2016, Ryoju Properties sales ratio
consisted of 33% leasing and 59% real estate business.



In terms of properties held by area, 31% are in the Kanto region, 13% in
the Chubu region and 36% are in our area, the Kansai Urban Area and
Chugoku region.
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Now, let’s turn to page 35, which explains the background and purpose of this share acquisition.



Since JR’s establishment, we have accumulated expertise in the development of under-track leasing and station buildings, creating
strong relationships with tenants. We also promote condominium sales using former company housing sites in an attempt to expand
business.



The leasing business, which includes office buildings, commercial facility leasing, clinics and other services that meet the needs of
station users and nearby residents, is growing to a level that can realize optimum MD according to location characteristics.



Regarding condominium sales, which initially began as a joint venture with leading companies, we established the J.Gran series
condominium brand. In recent years, we have gone beyond the use of our own land to acquire properties mainly in the Kansai area
to expand development.



These developmental achievements have earned a strong reputation, enabling our participation in urban development projects such
as the recent Tsukaguchi Station project, a large-scale station development integrating commercial and residential properties. In
addition to accumulating achievements in terms of leasing and sales, we are also moving forward with our management business.



In terms of our growth strategy going forward, in principle, we will engage in development with JR West areas able to contribute to
regional invigoration as well as near stations and along railway lines within our area where we can expect synergies with railway
lines. As there is a limit to sites with high growth and potential in western Japan, we are also aggressively advancing into the Tokyo
metropolitan and other areas.



We will build a stable earnings foundation by expanding and strengthening the leasing and management businesses, carefully
selecting and developing condominium sales where we expect high profitability.



To achieve medium to long-term growth, we have set the goal of increasing the percentage of non-railway business to 40% of
consolidated operating revenues in the fiscal year ending March 2023. Currently, it stands at 36%.



Assuming that the revenue of the transportation business will not change, it is necessary to add about ¥60.0 billion in nontransportation business to achieve this target.



We want to expand retail business, where sales are steadily expanding due to our partnership with the 7-Eleven Japan, and real
estate business.



Although real estate business has been growing steadily, intermittent advances such as M&A are necessary in addition to organic
growth to achieve this goal.



The challenge in accelerating growth in real estate business is that purchasing functions, including access to property information in
the Tokyo metropolitan area where firm demand is expected, are weak.



In April 2016, we established a Tokyo office in our subsidiary and participated in a Tokyo metropolitan area condominium sales joint
venture, and although we made an effort to collect information on properties and acquire sites, these efforts have proven challenging
as major developers in Tokyo metropolitan area have a virtual monopoly on information.



Another point is that real estate markets in the Tokyo metropolitan and other areas are booming, resulting in higher hurdles (in terms
of cost and competition) making it difficult to acquire properties. These issues have resulted in a bottleneck hindering business
expansion for which our accumulated expertise isn’t sufficiently in use.



This acquisition will address and overcome these issues, enabling the acquisition of purchasing functions for expanding the pipeline
in the Tokyo metropolitan and other areas, as well as scale expansion through the collective acquisition of development sites and
properties, making this acquisition appropriate in terms of accelerating our growth strategy.



In addition, Ryoju Properties possesses many properties within our area that also offer the merit of further strengthening the
purchasing function within the area.
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Please look at page 36, which indicates our position after the acquisition.
As these are promising properties expected to increase in value, we will
make use of them. These properties have various uses, including as raw
land, housing, offices, commercial leasing .



First of all, with regard to the leasing business, we will attempt to
leverage our development expertise in an attempt to enhance value
enabling the realization of optimal MD in line with our location
characteristics.



In the condominium sales business, we will make an effort to utilize
promising properties and make use of acquired purchase functions to
accelerate development in the Tokyo metropolitan and other areas. In
addition, we will attempt to enhance our brands, returning them to the
areas where we are active, which will enhance the value of railway belts.



We will also strengthen the management business by increasing
development properties such as condominium sales, to accelerate
revenues in real estate sales overall, including in the condominium sales,
leasing and management businesses.



Through the steady implementation of these initiatives, we are targeting
real estate leasing and sales operating revenues of ¥100.0 billion in the
fiscal year ending March 2023.
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