• I am Nakanishi, General Manager of the Finance Department.
• First, I will provide a brief explanation of results for the first half of
the fiscal year ending March 31, 2018, which were announced on
October 30, as well as of the full-year forecast.

• Please turn to page 3, which discloses results for the first half of the
fiscal year and a summary of the full-year forecast.
• Revenues and profits were both up year on year, on both a
consolidated and non-consolidated basis. The main reason was
transportation revenues, which were affected by a rebound
following the Kumamoto earthquakes.
• In the first quarter, transportation revenues were high in
comparison with our forecasts, reflecting a rebound from the
Kumamoto earthquakes in the previous year. This impact from the
earthquakes began to abate in the second quarter, causing
transportation revenues to converge back to usual levels.
Performance was up ¥7.7 billion year on year in the first quarter,
and up ¥10.7 billion year on year in the first half. In nontransportation operations, despite some variations by business,
performance was generally in line with our expectations.
• In light of these circumstances, we made upward revisions to our
consolidated and non-consolidated full-year forecasts corresponding
to the overage in the first half. I will provide a more detailed
explanation later.
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• Please turn now to page 4, for our non-consolidated financial results.
• In the first half, transportation revenues were up ¥10.7 billion year
on year, to ¥433.6 billion, due to a rebound following the Kumamoto
earthquakes. On the other hand, costs edged up ¥0.7 billion, to
¥394.7 billion. As a result, operating income grew ¥9.2 billion year
on year, to ¥90.6 billion.
• Net extraordinary profit and loss improved by ¥2.1 billion, reflecting
such factors as an absence of the ¥2.5 billion impairment loss
regarding fixed assets for railway operations on the Sanko Line,
which were recorded in the previous fiscal year.

• Turning to page 5, I will now explain the major factors behind
changes in transportation revenues.
• As for Shinkansen operations, a rebound from the impact of the
Kumamoto earthquakes in the previous year and favorable usage
during the Golden Week holidays caused revenues to rise ¥7.6 billion.
The fundamentals were up 1.6% year on year. Breaking this figure
down, revenues on the Sanyo Shinkansen were ¥201.6 billion, up
¥8.0 billion year on year, while revenues on the Hokuriku Shinkansen
were ¥21.0 billion, down ¥0.4 billion.
• In the Kansai Urban Area, we strove to enhance the value of railway
belts by renovating stations, inviting a college along our railway, and
development of a commercial facility and engaged in initiatives
capturing inbound demand. These efforts pushed up revenues ¥2.6
billion. The fundamentals were up 1.3% year on year.

• Please turn to page 7, which indicates non-consolidated operating
expenses.
• Personnel costs decreased ¥2.1 billion year on year due to a higher
number of people retiring and a slight reduction in maintenance
costs stemming from differences in the state of progress. However,
energy costs grew, due to a rise in the price of crude oil and an
increase in the renewable energy power promotion surcharge.
Miscellaneous costs increased the introduction of new uniforms.
Overall operating expenses consequently increased ¥0.7 billion, to
¥394.7 billion.

• Now, I’d like to look at consolidated financial results on page 8.
• With regard to operating revenue, in addition to higher transportation
revenues on a non-consolidated basis, revenue increased in the retail
business and the real estate business, pushing up operating revenue
¥26.7 billion year on year, to ¥727.1 billion.
• Operating expenses rose ¥13.8 billion year on year, to ¥615.8 billion,
and operating income increased ¥12.8 billion, to ¥111.2 billion.

• Turning to page 9, I will explain performance by business segment.
• In the Retail Business segment, department store revenues were down due to the
suspension of operations on the B1 and B2 floors of the Osaka store, but in retail goods
and food service operations, performance of Seven-Eleven Japan allied stores was
favorable. As a result, operating revenue grew ¥2.6 billion year on year, to ¥117.5
billion. Operating income grew ¥0.8 billion, to ¥3.3 billion, thanks to favorable
performance at Seven-Eleven Japan allied stores and increased selling efficiency due to
the suspension of operations on the B1 and B2 floors of the Osaka department store.
• In the Real Estate Business segment, revenues from shopping centers declined,
reflecting a rebound from the upswing of opening a store in the Kyoto Railway Museum
and the closure of some directly operated stores. At the same time, performance was
favorable in real estate lease and sale operations, due to the new consolidation of Ryoju
Properties and accelerated condominium sales. Consequently, operating revenue rose
¥18.2 billion, to ¥68.7 billion, and operating income increased ¥3.0 billion, to ¥19.8
billion.
• In the Other Businesses segment, revenue from the construction business was down,
reflecting the absence in the current period of a major project—a logistics warehouse—
received in the preceding fiscal year. In hotel operations, operating revenue was down,
due to lower revenues from restaurants. Revenues from travel agency operations also
decreased, reflecting a fall in domestic travel and a decline reflecting an absence in the
current period of contract orders for the regional revitalization business in the previous
fiscal year. Due to these factors, segment operating revenue fell ¥5.1 billion year on
year, to ¥68.1 billion, and operating income was down ¥0.9 billion, to ¥3.2 billion.

• Turning to page 12, I will explain the non-consolidated financial
forecast.
• We have revised upward our forecast for transportation revenues,
corresponding to the overage in the first half reflecting a rebound
following the Kumamoto earthquakes. Accordingly, we forecast a
¥5.0 billion increase in operating revenue compared to our previous
forecast, to ¥972.0 billion.
• On the cost front, taking first-half performance into account we
have revised downward our forecast for personnel costs and energy
costs. However, we plan to spend more on maintenance costs and
miscellaneous costs on items that will help lower the cost burden in
future fiscal years. As a result, we forecast a ¥3.0 billion increase in
overall operating expenses, to ¥831.0 billion.

• As a result of these factors, we forecast a ¥2.0 billion increase in
operating income, to ¥141.0 billion.

• Now, please turn to page 13.
• We have revised upward our full-year forecast for transportation
revenues by ¥5.0 billion, to ¥864.0 billion.

• The thinking behind this revision is that although performance in
the first quarter was robust, rebounding from the impact of the
Kumamoto earthquakes in the preceding year, performance in the
second quarter converged, progressing generally in line with our
initial expectations. Therefore, we have revised our forecast to
reflect this first-half increase, but left our initial forecast for the
second half unchanged.

• Turning to page 14, I will explain the non-consolidated operating
expense forecast.
• Compared with our previous forecast, we have increased the
forecasts of maintenance costs and miscellaneous costs by ¥2.0
billion and ¥2.5 billion, respectively. These revisions reflect items
that will lower the cost burden in future fiscal years.
• We have lowered our forecast for energy costs by ¥1.5 billion, due
to rate reductions from Kansai Electric Power that were introduced
in August and the fact that crude oil prices are trending lower than
we had expected.
• In light of first-half performance, we have revised our forecast for
personnel costs downward by ¥1.0 billion and the forecast for
depreciation upward by ¥1.0 billion.
• Consequently, we forecast a ¥3.0 billion increase in overall
operating expenses, to ¥831.0 billion.

• Turning to page 15, I will explain the consolidated financial forecast.
• We have revised our forecast for operating revenue upward by ¥5.0
billion, to ¥1,497.0 billion, and the forecast for operating income
upward by ¥2.0 billion, to ¥185.5 billion.
• In non-transportation operations, we have revised our operating
revenue forecasts for some businesses, taking into account the fact
that this differs by business. Overall, however, in non-transportation
operations our forecasts for operating revenue and operating
income remain unchanged.

• Turning to page 16, I will now explain the full-year forecast by business segment.
• In the transportation business, we are revising our operating revenue forecast upward by
¥7.5 billion, due to the revision on a non-consolidated basis and the impact of a change in
the method of accounting for exclusive products for inbound tourism handled by Nippon
Travel Agency. This change in accounting method impacts only operating revenue;
operating income is not affected. In the past, we employed simplified accounting
treatment, as the amount was small. However, as revenues have increased in line with
robust inbound demand, we have adopted regular accounting treatment.
• In the retail business, our overall forecast remains unchanged. However, we have revised
downward by ¥2.0 billion our forecast for operating revenue from retail goods and food
service operations, which had been set at a high level due to the favorable long-term
performance of Seven-Eleven Japan allied stores. At the same time, we have revised
upward by ¥2.0 billion our forecast for department store revenues, due to firm duty-free
and other sales.
• In the real estate business, condominium sales were favorable in the first half, but we do
not expect the number of properties provided to change for the full year, so we have left
our forecast unchanged.
• In other businesses, performance in both overseas and domestic travel has been weak
since entering the third quarter, so we have revised our forecast for operating revenue
from travel agency operations downward by ¥2.5 billion.
• Our operating income forecast remains unchanged.
• This concludes my portion of the presentation.

• My name is Ogata, Director, Senior Executive Officer, and Senior
General Manager of the Corporate Planning Headquarters.
• Only a half year remains in the period of our medium-term
management plan. To date, we have made steady progress toward
enhancing corporate value over the medium to long term through
efforts to increase the competitiveness of Shinkansen operations,
commence service on the Hokuriku Shinkansen, the decision to
cease operations on the Sanko Line, and the conversion to SevenEleven Japan allied stores. In the remaining half-year, we will
continue working assiduously on these measures and move forward
with discussions leading toward the next medium-term
management plan.
• I will now explain initiatives going forward in each business in light
of first-half results.

• First, I will address Shinkansen operations. Please turn to page 19.
• Looking at usage in the first half, levels on the Sanyo Shinkansen were
high in the first quarter, reflecting the impact of the Kumamoto
earthquakes one year earlier. However, the usage level generally
converged back to typical levels in the second quarter. Overall, I believe
usage remained firm in the second quarter, considering the impact of
unseasonable weather and typhoons during this period. Although
performance trended upward on the Hokuriku Shinkansen from the first
through second quarters, performance continued to be down year on
year in a number of months. Although shrinkage in the size of the overall
pie was limited, we believe one reason for this situation was a slight
increase in the share of travel accounted for by airlines, due to municipal
bodies’ introduction of subsidies to regional airports.

• Page 20 outlines our measures to enhance competitiveness, taking
airlines into account, and initiatives to stimulate tourism demand.
• Efforts to enhance competitiveness center on medium- to long-term
initiatives. We launched “Smart EX,” an Internet reservation service, in
September. This service increases convenience, allowing even relatively
infrequent travelers to more easily use the Internet for reservations. On
the Hokuriku Shinkansen, we will pursue measures to reduce mobile
phone no-service areas, similar to those we have completed for the
Sanyo Shinkansen. We will also accelerate preparations for the opening of
service to Tsuruga in spring 2023.
• To stimulate tourism demand, on the Sanyo Shinkansen we will work to
collaborate with Yamaguchi Prefecture on the development and
promotion of wide-area tourism routes in the run-up to the 150th
anniversary of the Meiji Restoration in January 2018 to maximize the
impact of our current Yamaguchi Destination Campaign. On the Hokuriku
Shinkansen, we are endeavoring to expand the economic pie through
tourism campaigns. We are also setting up new group travel products in
an effort to expand our share of the market vis-à-vis airlines. To date, we
have set up collaborative locations, such as the Yamaguchi branch, to
build positive relationships with local communities. In June 2017, we
established the new Fukui branch. We will work with local communities to
develop tourism materials in anticipation of the extension of the Hokuriku
Shinkansen to Tsuruga.

• Please turn to page 21, which pertains to the Kansai Urban Area.
• Usage in the Kansai Urban Area remains firm, and this trend continued
during the first half of the fiscal year. In addition to favorable economic
performance and employment conditions, we expect usage in this reason
to remain strong, as we are also benefiting from our efforts to enhance
the value of railway belts through station renovations and urban
development integrating train stations, demand for travel in the suburbs,
and positive inbound use.

• Page 22 describes efforts to enhance the value of railway belts in the
Kansai Urban area and other locations, as well as initiatives for
stimulating tourism demand.
• We are undertaking numerous initiatives to enhance the value of railway
belts. One involves establishing two stations on the Osaka Higashi Line
and the JR Kyoto Line. In IC card services, we are introducing a new
ICOCA point service that grants points according to usage in a bid to
promote a shift toward using IC cards and realize seamless travel. We
are also increasing convenience by expanding the ICOCA service area and
connecting three areas that are currently separate: the Kansai Urban
Area, Kanazawa, Okayama and Hiroshima. To expand the railway
network, we are preparing to open the northern part of the Osaka
Higashi Line.
• To stimulate tourism demand, in June we began operating the TWILIGHT
EXPRESS MIZUKAZE sleeper train. We are also working to attract inbound
demand.

• Page 23 describes the retail business.
• In sales of goods and food services, favorable performance at SevenEleven Japan allied stores is contributing substantially to higher revenues.
Department store revenues were down due to the closure of our store in
Osaka, but duty-free sales were favorable.
• As of September 30, the number of new or converted Seven-Eleven
Japan allied stores numbered 346. Sales at these stores are strong, being
about 40% higher than before conversion. Going forward, we plan to
increase the number of new stores, eventually bringing the total number
to 500 stores.
• Within the retail business, Via-inn, accommodation-oriented budget
hotels, maintained a high 91.2% occupancy rate during the first half. To
enhance this business, which is a area of strength, we are endeavoring to
expand our hotel business, including accommodation-oriented budget
hotels. This is explained further on page 24.

• In the first half, we opened two Via-inn hotels, Tennoji and Umeda. Since
opening, performance at both has exceeded our expectations. Including
these two, as of September 30, 2017, JR-West Group hotels number 27,
with 7,310 rooms. On October 28, 2017, we opened a high-end capsule
hotel, First Cabin Station, in Tennoji. Meanwhile, we will cease operations
at our hotel in Sannomiya, Kobe, at the end of December, in preparation
for future reconstruction. From next fiscal year, we will continue opening
new properties, centering on accommodation-oriented budget hotels.
Including properties currently announced, we plan to expand to 37
hotels, with 9,900 rooms.

• Page 25 describes our initiatives in the real estate business. Performance
in this business, including Ryoju Properties, was favorable in the first half.

• In shopping center renovations, in September we reopened the B1 floor
of LUCUA 1100 which had been closed after the closure of our
department store. In December, we plan to reopen the first stage of the
B2 food floor, following renovation. Last week, on October 29, we opened
the area above the Hiroshima Station tracks, and we reopened the
station building, following renovation.
• Please turn to page 26 for details of efforts to expand our real estate
lease and sale operations.

• Our full-year targets are to achieve unit sales of approximately 700 residences
and a lease development area of around 29,000 square meters. In the first half,
unit sales numbered 256 residences, and the lease development area came to
15,000 square meters. Sales of condominiums were favorable, running ahead of
schedule. Meanwhile, the handover of properties at Ryoju Properties is
concentrated in the second half.
• This page also shows key development projects from this fiscal year. By
acquiring Ryoju Properties, we are also aggressively developing our business in
areas other than the Western Japan area. We aim to achieve operating revenue
of ¥100.0 billion from real estate lease and sale operations in fiscal 2023.

• Next, I will discuss the capturing of inbound visitor demand, as shown on
page 27.
• In the first half, the number of people using exclusive products for inbound
tourism increased 140,000, or 24%, year on year, to 750,000. This figure
exceeds the percentage rise in the number of foreigners visiting Japan. Due
to strong performance in duty-free sales at department stores and inbound
travel, consolidated operating revenue was up ¥1.3 billion year on year.
This figure also outpaced our full-year target.
• We will continue working to develop and maintain wide-area tourism routes
by developing products, such as those targeting international visitors using
regional airports. At the same time, we are better preparing ourselves to
welcome visitors through renovating general information centers and
beginning offering English-language Smart EX services and reinforce
promotions overseas.

• Now, please turn to page 29, which discusses capital expenditures.
• In the first half of the fiscal year, capital expenditure was ¥59.3 billion,
down ¥13.1 billion year on year, due to reduced rolling stock investment
and a slowdown in automatic train control system construction on the
Sanyo Shinkansen.
• For the full fiscal year, we forecast capital expenditures of ¥166.0 billion
on a consolidated basis. This is unchanged from our earlier forecast.

• Page 30 describes returns to shareholders.
• As we have already announced, for the fiscal year ending March 31,
2018, we plan to pay a full-year dividend of ¥160 per share. At a Board
of Directors meeting the other day, we resolved to pay an interim
dividend of ¥80 per share.

• I would like to speak briefly about our new medium-term management plan, which
will go into effect next spring.
• Please look at page 32, which shows our progress toward the KPIs under our current
medium-term management plan.

• Under the current medium-term plan, we have made steady progress toward
enhancing corporate value over the medium to long term. As a result, this fiscal
year—which marks the end of the current plan—we expect to substantially exceed all
of our main KPIs.

• Please look at page 33.
• Our next medium-term management plan is currently under review. We will
essentially maintain the same management directions as under our current plan,
which has generated substantial successes. We will create specific strategies and
decide on the use of funds, while incorporating our initiatives over the past five years
and changes in the social structure.
• Please be patient. We will announce the new plan next spring.

