• My name is Yutaka Nakanishi, and I am general manager of the Finance
Department.
• I will be providing a brief explanation of the Company’s financial results for
the fiscal year ended March 31, 2017 (FY2017.3), and our forecasts for the
fiscal year ending March 31, 2018 (FY2018.3), which were announced on
April 28, 2017.

• First, we will look at slide 3. The slide shows financial highlights from
FY2017.3, and our forecasts for FY2018.3.
• In FY2017.3, revenues and income both declined despite firm
transportation revenues in the second half, due to the absence of special
factors that were present in FY2016.3, such as the beneficial arrangement
of holidays over Silver Week, a leap year, and the Hokuriku Shinkansen
opening. Performance was also affected by extraordinary factors, such as
the earthquakes in Kumamoto. Furthermore, in non-transportation
operations our performance was affected by the absence of large project
orders in the construction business that were present in the previous fiscal
year.
• In FY2018.3, we expect revenues and income to rise, spurred by such
factors as higher transportation revenues and the new consolidation of
Ryoju Properties. As a result, we anticipate record levels of operating
revenues and operating income.

• Next, we will look at non-consolidated financial results on slide 4.
• Transportation revenues were down a slight ¥0.3 billion year on year.
Despite major reductions in personnel costs, operating expenses grew due
to the commencement of an allowance reserve for large-scale renovation—
a new cost—as well as higher depreciation and amortization associated
with our high level of capital expenditures in recent years. As a result,
operating income decreased ¥1.7 billion year on year, to ¥135.4 billion.
Operating revenues exceeded our forecast level by ¥5.1 billion, buoyed by
firm transportation revenues in the second half. Operating expenses
exceeded our forecast by ¥3.1 billion, as we booked the cost of disposing
of unnecessary assets for future development. We also incurred advertising
expenses for the next fiscal year as part of our measures to counter airlines
in the Kyushu direction. Accordingly, operating income outpaced our
forecast by ¥1.9 billion.
• We booked an additional extraordinary loss as mentioned in our previous
teleconference, corresponding to estimated bridge removal expenses in
tandem with the cessation of service on the Sanko Line, and other items.
As a result, net extraordinary profit and loss was ¥13.0 billion more
negative than we had forecast.

• We will now move on to slide 5, which explains major factors behind
increases and decreases in transportation revenues.
• In FY2017.3, transportation revenues were down ¥0.3 billion year on year,
to ¥849.6 billion, due largely to extraordinary factors: the earthquakes in
Kumamoto, the absence of the impact from the Hokuriku Shinkansen
opening, and a rebound decline from the previous year’s beneficial lineup
of holidays. In the second half, however, transportation revenues were firm,
outpacing expectations, for both Shinkansen lines and the Kansai Urban
Area.
• Shinkansen revenues were down ¥2.6 billion year on year, to ¥434.6 billion,
due to decreases in extraordinary factors, but trended firmly upward in the
second half as we absorbed robust business and travel demand.
Furthermore, in the fourth quarter the Hokuriku Shinkansen performance
had essentially stabilized, due to an absence of the decrease that occurred
in rebound to the opening.
• In the Kansai Urban Area, transportation revenues were up ¥2.7 billion, to
¥305.0 billion. This increase reflects the success of our efforts to increase
the value of railway belts, such as station improvements and the
relocations of universities to sites along our route, favorable underlying
employment conditions, and efforts to absorb inbound demand.

• Let us now move on to slide 7, where you will see factors affecting nonconsolidated operating expenses.
• We experienced lower retirement allowances due to the partial conclusion
of the amortization of accumulated unrecognized actuarial differences, as
well as other factors, plus a lower adjustment amount for fuel costs.
However, we started accumulating an allowance reserve for large-scale
Shinkansen renovation, rental payments rose in tandem with an increase in
the amount equivalent to fixed asset tax for Hokuriku Shinkansen
infrastructure, and depreciation and amortization expanded in line with high
levels of capital expenditure in recent years. As a result, operating
expenses rose ¥3.6 billion.

• Next, please look at slide 8. This slide shows our consolidated financial
results.
• Operating revenues decreased ¥9.8 billion year on year, to ¥1,441.4 billion,
stemming from a substantial decrease in orders for construction work. Due
to decreases on a non-consolidated basis and lower revenues from
construction, operating income fell ¥5.1 billion year on year, to ¥176.3
billion. However, operating income was ¥3.3 billion above our forecast, due
to favorable transportation revenues, sales of goods and food services, and
real estate business performance.
• We recorded an additional extraordinary loss, booking estimated bridge
removal expenses in tandem with the cessation of service on the Sanko
Line on a non-consolidated basis. In addition, we recorded an impairment
and removal allowance on a station building in Sannomiya, Kobe, that we
intend to reconstruct. As a result, the net extraordinary profit and loss was
¥18.0 billion more negative than we had forecast.

• We will look next at slide 9, which shows consolidated financial results by segment.
• In the Retail Business segment, operating revenues increased ¥1.8 billion, to ¥233.9 billion,
due to the impact of converting to Seven-Eleven Japan franchised stores on sales of goods
and foods, overcoming such negative factors as sluggish apparel sales at department stores
and the cessation of operation at the B1 and B2 levels of the Osaka Store. Although
positively affected by higher sales of goods and food services, operating income was
substantially hit by lower department store revenues, leading to a slight overall decline, to
¥5.2 billion. Operating income outpaced our forecast, spurred by favorable Via-inn
performance.
• We have disclosed earnings on budget hotels, which are recorded in the Retail Business
segment, separately for ease of understanding overall hotel performance.
• In the real estate business, the number of residences sold decreased, but operating revenues
were up ¥0.6 billion year on year, to ¥109.5 billion, thanks to the positive impact of shopping
center renovation in Akashi. Operating income fell ¥0.5 billion year on year, to ¥32.2 billion,
reflecting the recording of ¥0.7 billion in expenses related to purchasing shares in Ryoju
Properties. The real estate sales business performed well against our forecasts, exceeding
expectations in both operating revenues and operating income.
• Performance in Other Businesses is typically affected by major fluctuations in the construction
business. Reflecting an absence of large-scale construction orders in FY2017.3, operating
revenues were down ¥12.7 billion year on year, to ¥168.8 billion, and operating income
decreased ¥1.9 billion year on year, to ¥20.4 billion.

• Moving on, please turn to slide 12. This slide details our non-consolidated
financial forecasts.
• We are positioning FY2018.3, the final fiscal year of the medium-term
management plan, as the year in which we will demonstrate the results of
our initiatives to date.
• Due to higher transportation revenues, we expect operating revenues to
grow ¥10.8 billon year on year, to ¥967.0 billion, and forecast that operating
expenses will rise ¥7.3 billion year on year, to ¥828.0 billion. As a result, we
anticipate operating income of ¥139.0 billion, up ¥3.5 billion year on year.

• Next, please turn to slide 13.
• In FY2018.3, we expect transportation revenues to rise year on year in all
baskets, Shinkansen, Kansai Urban Area and other conventional lines, due
to the absence of last year’s earthquakes in Kumamoto and absorbing the
effects of various measures we are implementing: heightened
competitiveness on the Sanyo Shinkansen, the stabilization of customer
traffic on the Hokuriku Shinkansen, etc.

• Moving on, please look at slide 14.
• We forecast non-consolidated operating expenses will rise ¥7.3 billion year
on year, to ¥828.0 billion. Although we expect personnel costs to decline
¥1.8 billion year on year as an increase in retirements causes the
workforce to shrink, we believe energy costs and miscellaneous costs will
increase a substantial ¥6.2 billion as the result of an increased adjustment
amount for fuel costs and a higher renewable energy surcharge. We also
expect externally funded construction costs to climb ¥2.0 billion due to the
Tsuruga extension on the Hokuriku Shinkansen. As externally funded
construction costs are essentially equivalent to the amount of
miscellaneous revenues, these revenues and expenses should essentially
cancel each other out.

• I would now like to explain our consolidated financial forecasts by looking at
slide 15.
• We project operating revenues of ¥1,492.0 billion, up ¥50.5 billion year on
year, and operating income of ¥183.5 billion, a year-on-year rise of ¥7.1
billion. We expect to reach historic highs in both categories.

• Moving on, please look at slide 16, where you will see our forecasts by segment.
• Operating revenues in the Retail Business segment are expected to rise ¥6.8 billion, to
¥240.8 billion, due to the impact of the conversion to Seven-Eleven franchised stores.
We anticipate a ¥1.7 billion year-on-year rise in operating income, to ¥7.0 billion.
• In the Real Estate Business segment, due to the new consolidation of Ryoju Properties
we expect operating revenues to grow ¥29.1 billion, to ¥138.7 billion year on year, and
operating income to rise ¥3.2 billion, to ¥35.5 billion.
• The goodwill equivalent associated with the consolidation of Ryoju Properties is ¥11.6
billion. However, tax treatment related to the share acquisition results in deferred tax
assets of ¥5.6 billion, with the remaining ¥5.9 billion recorded as goodwill from an
accounting standpoint. As goodwill can be expensed as an operating expense and
deferred tax assets can be expensed as corporation tax over a five-year period, the new
consolidation has a positive impact on consolidated operating income of ¥2.7 billion.
• We believe the Other Businesses segment will benefit from higher orders in the
construction business, pushing up operating revenues ¥4.6 billion, to ¥173.5 billion.
However, because of such factors as the closure of a Sannomiya hotel in Kobe due to
station building reconstruction, we expect operating income to fall ¥1.4 billion year on
year, to ¥19.0 billion.
• With this, I conclude my portion of today’s presentation.

• I am Tatsuo Kijima, president of JR-West.
• As we move into the final fiscal year of our medium-term management plan, I
would like to review our progress to date and explain future initiatives for each
business.

• Please look at slide 20. With regard to safety, since the Fukuchiyama Line
accident we have engaged in safety enhancement initiatives. These efforts
are proving effective, with railway operation incidents falling to a minimal
level. Under these circumstances, we have set targets to enhance safety
further in our medium-term management plan, and we are working toward
these goals.

• In FY2017.3, a labor accident occurred that resulted in the fatality of a
company that cooperates with the Group—the second such occurrence in
four years. Clearly, we still have numerous issues to address. We will
continue working toward our goals.

• Next, slide 21 outlines principal measures implemented during the period of our
medium-term management plan.
• We have worked to increase the competitiveness of the Sanyo Shinkansen
through efforts such as commencing use of our new ATC. We have begun
operations on the Hokuriku Shinkansen. We have increased the value of railway
belts in the Kansai Urban Area by opening new stations and through community
development centered on stations, and we have issued a notice of the cessation
of operations on the Sanko Line. In the Retail Business, we have bolstered asset
efficiency by converting stores within stations to Seven-Eleven Japan franchised
stores. In the Real Estate business, we acquired shares in Ryoju Properties. In
these ways, I believe you can see that we have steadily taken steps to increase
corporate value over the medium to long term.

• Slide 22 shows how our performance has steadily increased as a result of these
initiatives. Now in the final fiscal year of the medium-term management plan, the
international outlook is growing increasingly uncertain, and we face rising
electricity prices and the closure of a portion of LUCUA 1100. However, on every
indicator, we are outpacing the targets set when we updated our plan, and we
expect to post historically highest levels for operating revenues and operating
income.

• Next, I would like to introduce initiatives in each of our business segments.

• Slide 24 shows Shinkansen-related initiatives.
• Improving competitiveness on the Sanyo Shinkansen, fostering tourism demand, and
commencing operations on the Hokuriku Shinkansen have led to major revenue increases.
We will continue these initiatives in FY2018.3.
• In terms of enhancing competitiveness on the Sanyo Shinkansen, in late September we
will begin operations of “Smart EX,” a new ticketless service, which heightens
convenience. With the Hokuriku Shinkansen now entering its third year since operations
began, we are seeing stable ridership on both the business and tourism fronts.
Furthermore, we are preparing to begin operations at Kanazawa-Tsuruga segment in
spring of 2023.

• To foster tourism demand, we will implement tourist campaigns such as Yamaguchi DC
and “Japan’s Beauty is in Hokuriku” in collaboration with local communities. To stimulate
demand among seniors, we are working to increase the number of “Otonabi” members and
expanding member-only products. I will explain our efforts to capture demand from
inbound visitors later on.
• Through these initiatives, in FY2018.3 we expect Shinkansen revenues to grow to historic
highs. We also expect that revenues for the Sanyo Shinkansen alone will reach record
levels.

• Please turn next to slide 25, which discusses the Kansai Urban Area.
• Initiatives to date have included enhancing the value of railway belts by opening
new stations and through community development centered on stations, as well as
fostering urban tourism via collaboration with tourism facilities along our railways.
The population of the Kansai Urban Area has already begun declining, but the
success of these initiatives has led to revenue increases for six consecutive fiscal
years, since FY2012.3. We will continue with these initiatives in FY2018.3.
• To enhance the value of railway belts, we are opening new stations, opening the
northern part of the Osaka Higashi Line, and preparing to relocate a portion of the
Tokaido Line underground. We are also continuing with the Osaka Loop Line
Renovation Project and other initiatives focused on invigorating central Osaka.
• To foster urban tourism, we are making preparations to welcome inbound visitors
to attract them and running promotions taking the opening of a new area at the
Universal Studios Japan theme park as an opportunity.
• Through these initiatives, we expect to increase revenues from the Kansai Urban
Area.

• Please turn to slide 26 for a discussion of other conventional lines.
• In June, operations will begin on the TWILIGHT EXPRESS MIZUKAZE, for which
we have already received numerous customer applications. We look forward to
providing this service to customers via a well-prepared structure.
• We are preparing to cease operations on the Sanko Line on April 1, 2018. Our
preparations include cooperating with local government bodies on considering
alternative transportation after railway operations cease.

• Beginning on slide 27, we describe our business development, particularly in the Retail
and Real Estate business segments, which we are positioning as pillars of growth.
• First, in the Retail Business, we have worked to improve asset efficiency by reviewing
our department store in Osaka and converting our kiosks and convenience stores to
Seven-Eleven Japan franchised stores. We have also worked to expand businesses
where the Company has strengths, such as accommodation-oriented budget hotels.
• In FY2017.3, our conversion to Seven-Eleven Japan franchised stores was essentially
completed. In FY2018.3, in addition to enhancing operating efficiency, we will convert
remaining stores and open new stores. Eventually, we expect to have 500 stores in
operation. By completing these conversions, we expect the stores to begin contributing
to operating income in FY2018.3.
• We will also open two accommodation-oriented budget hotels, Via-inn Umeda and
Tennoji in Osaka.
• As a result of these initiatives, in FY2018.3 we expect operating revenues and
operating income to surpass the targets in our updated medium-term management
plan. Despite the reduction in selling floor space in our Osaka department store in
FY2016.3, we also expect to post record results.

• Please turn to slide 28. Here, we explain our expanding hotel business.
• We are currently operating the hotel business via two brands: Granvia city hotels and Viainn budget hotels. We plan to prioritize the expansion of accommodation-oriented budget
hotels, which offer high asset efficiency and are an area of strength for us.
• Supported by both inbound and domestic travel demand, the market for accommodation is
expanding in scale. There are more diverse needs due to such factors as growing use by
families, women, inbound, and other groups and a heightening need for reasonably priced,
comfortable accommodation brought about by increasing prices at budget hotels. In
response to this demand, we will enhance our lineup of accommodation-oriented budget
hotels as we work to expand our hotel business.
• One such effort is the establishment of high-class accommodation-oriented budget
hotels—of a grade that falls between our Granvia and Via-inn brands—that focus on
providing accommodation rather than being set up for banquets. We are opening two
hotels in this category, in Osaka and Kyoto.
• Another effort is developing high-end capsule hotels. Through a joint venture with First
Cabin Inc., we are developing simple, cabin-style lodging, mainly using our idle properties.
• We will also accelerate hotel openings under our existing Via-inn brand.

• Please turn next to slide 29, which describes the Real Estate segment.
• In the Real Estate segment, we are increasing asset efficiency by renovating
shopping centers and working to expand the lease and sale business—an area of
strength.
• In FY2018.3, we will perform renovations on the B1 and B2 floors of the LUCUA
1100 shopping center, in preparation for a re-opening in autumn or later. In the
lease and sale business, we are increasing condominium sales and have newly
consolidated Ryoju Properties, which should contribute to consolidated operating
performance.
• As a result of these initiatives, in FY2018.3 we expect to outpace the operating
revenue and operating income targets set in the updated medium-term
management plan, achieving record results in a similar manner as we have in the
Retail Business segment.

• Please turn now to slide 30. This slide describes future initiatives in the real
estate lease and sale business, including for the consolidated Ryoju Properties.
• First, in FY2018.3 Ryoju Properties will prioritize efforts to build a foundation for
the JR-West Group, such as transitioning its IT systems.
• This slide outlines our principal development plans. We will strive to increase the
value of railway belts in the Western Japan Area. At the same time, through Ryoju
Properties we will proactively develop business outside the JR-West service area,
in the Tokyo metropolitan and Nagoya areas.
• We plan to sell 700 condominiums and develop lease space equivalent to 29,000
square meters.

• Ryoju Properties’ non-consolidated performance forecast for FY2018.3 is for
operating revenues of ¥27.0 billion and operating income of ¥4.0 billion.

• Looking next at slide 31, we envision growth that will lead to operating revenues
of ¥100.0 billion by FY2023.3.
• There are three drivers of growth. The first is the leasing business, which
averaged 4% annual growth for the past 10 years. We will work to continue this
organic growth.
• The second is synergistic effects. Now that Ryoju Properties has joined the JRWest Group, we will focus on allocating management resources and achieving
growth. As the Real Estate and Retail Sale segments have been non-core
businesses for the MHI Group to date, they have not carried out significant
investments in these segments. However, now that Ryoju Properties has become
a member of the JR-West Group, we will back up its operations with the capital
expenditure funding and working capital necessary to expand the condominium
sales business.
• The third driver of growth will be to enhance the value of held properties. This
initiative will only begin in earnest from FY2024.3, however, as it includes
properties that are currently being leased.

• Next, see slide 32, on capturing inbound visitor demand.
• In FY2017.3, we achieved our goal of increasing the number of people making
use of exclusive products for inbound visitors by 250,000. Consolidated operating
revenues increased ¥2.0 billion, below our growth target of ¥2.5 billion due to
purchase unit price reductions at department stores.
• In FY2018.3, the rate of growth in the number of inbound travelers to Japan is
expected to slow. However, we have set a target to increase the number of
people using our exclusive products for inbound tourism by 250,000 as well as a
new growth target of ¥2.0 billion for consolidated operating revenues.
• To reach these targets, we will develop and enhance wide-area tourism routes,
expand services welcoming inbound visitors, and reinforce promotions.

• Please turn now to slide 34, which shows the status of our capital expenditures.
• On a consolidated basis, capital expenditures totaled ¥192.4 billion in FY2017.3.
• For FY2018.3, on a consolidated basis we are planning capital expenditures of
¥166.0 billion. This figure is lower than in the preceding year because investment
in rolling stock is down and construction on the new ATC system is complete.
However, the figure is ¥24.0 billion higher than indicated in our medium-term
management plan. Behind this difference is a ¥19.0 billion increase in investment
in the growth mainly of non-transportation operations, including real estate
investment and preparation for new hotel openings. Also, an additional ¥5.0 billion
will be needed for ongoing operations. This amount includes ¥9.5 billion in
additional investment in safety in order to increase safety measures on platforms,
for which there is a growing social need.
• As a result, we have increased total capital expenditures planned for the period of
the medium-term management plan from ¥960.0 billion to ¥984.0 billion.

• Please turn now to slide 35, which discusses cash flows and financial condition.
• Looking at cash flows, free cash flow was substantially negative in FY2017.3, at
minus ¥61.6 billion, due to the acquisition of shares in Ryoju Properties, and longterm debt rose to ¥1,037.9 billion. Short-term debt also increased by ¥35.0 billion.
• One year ago, we noted that over the five-year period of the medium-term
management plan, there is a possibility that cash flows will be about ¥100.0 billion
more than expected. Meanwhile, we have used approximately ¥110.0 billion to
make various investments, including in Ryoju Properties, the project in Brazil, and
Nippon Signal. We also expect capital expenditures to increase by ¥24.0 billion,
mainly for investment in growth. In addition, payments will be required in line with
the cessation of service on the Sankyo Line, and we therefore expect that cash
flows will be used in an amount that exceeds the potential ¥100.0 billion increase.
Accordingly, at the end of FY2018.3 we expect consolidated long-term debt and
payables to surpass ¥1 trillion, reaching around ¥1,030.0 billion

• In closing, I would like to discuss shareholder returns, on slide 36.
• As we have already announced, we plan a full-year dividend of ¥140 for
FY2017.3. We expect to increase this level by ¥20 per share in FY2018.3, to
¥160. We have already used our excess funds, but the medium-term
management plan is progressing smoothly, and we expect to substantially
outpace our targets for the final fiscal year of the medium-term management plan,
with operating performance rising to historic highs. Therefore, we will reward our
shareholders by increasing the dividend by ¥10 above our target of ¥150 per
share, which is represents around 3% of total distribution on net assets, paying
out a total of around ¥2.0 billion.
• This concludes my explanation.

