







I am Atsushi Sugioka, Senior general manager of Corporate
Planning Headquarters.

I would like to thank you for taking the time out of your busy
schedules to attend our results presentation today. I would like
to offer a brief message to open today’s IR meeting.

First of all, I would like to pause to offer our sincere
condolences for those who lost their lives in the recent Typhoon
No. 19. Our thoughts are also with all those who have been
affected by the disaster.

On October 25, we resumed a direct service between Tokyo and
Kanazawa. This is currently operating with a limited number of
rolling stock, causing inconvenience to various stakeholders
such as customers who use the service.
Today, Yoshito Fujiwara, the general manager of the Finance
Department, will first discuss our financial results and forecasts,
and then I will explain the status of our initiatives in each
business. Thank you.




I am Yoshito Fujiwara, the general manager of the Finance
Department.

First, I will provide a brief explanation of the Company's
financial results for the first half of the fiscal year ending March
31, 2020, which were announced on October 28, as well as our
forecasts for the full fiscal year.








Please turn to slide 3, which shows a summary of our results
for the first half of the fiscal year and the full-year forecast.
For the first half, operating revenues and operating income
were both up year on year, on both a consolidated and a nonconsolidated basis. This mainly reflected a rebound from natural
disasters and an increase in users over Golden Week.
In comparison with our plan, transportation revenues were
higher than planned due to the effect of the 10-day Golden
Week holiday, while expenses were lower than planned due to a
lag in progress on expenses. In the non-railway business
achieved slightly higher results than planned overall, mainly due
to continued strong performance in the sale of goods and food
services business.
In this situation, as we entered the second half of the fiscal
year, Typhoon No. 19 arrived and caused damage. On a nonconsolidated basis, under certain assumptions, revenue
declined by about ¥2.9 billion over the entire basket, and we
have reflected the impact over the whole-year forecast as a
¥3.0 billion extraordinary loss assuming it is possible to exclude
damaged rolling stock.
As a result of this, our full-year earnings forecast has been
revised upward for both consolidated and non-consolidated
results after offsetting the impact of Typhoon No. 19 in the
second half and other factors against the amount of the excess
in the first half.









Slide 4 shows an overview of our non-consolidated results.

Operating revenues increased ¥19.8 billion year on year due to
higher transportation revenues.
Operating expenses increased ¥4.7 billion year on year, mainly
reflecting increases in energy costs and rental payments, and
depreciation.

Consequently, operating income rose ¥15.0 billion year on year.

Furthermore, together with a dramatic improvement in
extraordinary income and loss after rebounding from
extraordinary loss related to disasters recorded in the previous
fiscal year, net income increased by ¥24.5 billion to ¥70.5
billion.
In comparison with forecasts announced at the start of the
fiscal year, revenues were ¥7.4 billion higher, while operating
expenses were ¥11.5 billion lower.










Please see slide 5 for the major factors of increase and
decrease in transportation revenues.

For the first half, the entire basket performed strongly.
Shinkansen revenues were up 8.1 billion year on year.
The result reflects an increase on rebound from natural
disasters, as well as a surge in users during Golden Week and
so forth.
Breaking the figure down, revenues on the Sanyo Shinkansen
were ¥213.5 billion, up ¥7.8 billion, while revenues on the
Hokuriku Shinkansen climbed ¥0.2 billion to ¥21.8 billion.

On conventional lines, in the Kansai Urban Area, revenues were
up ¥8.9 billion year on year.
In addition to a rebound from natural disasters, our
fundamental trend remained strong, due to realizing stable
transportation services and so forth, while various marketing
initiatives also proved effective.
On other conventional lines, revenues also increased, rising
¥4.1 billion year on year, mainly due to a rebound from natural
disasters.
Compared to forecasts at the start of the fiscal year, revenues
were up by ¥6.7 billion in total for the entire basket, mainly due
to higher than expected usage during Golden Week.




Please see slide 7 for the major factors of increase and
decrease in operating expenses.

Operating expenses increased by ¥4.7 billion year on year. The
major factors were an increase in energy costs on a rebound
from natural disasters, etc., rental payments reflecting opening
of the northern section of the Osaka Higashi Line, and
depreciation reflecting full-year application for assets that
became newly operational in the previous fiscal year.








Page 9 and 10 show an overview of our consolidated results.
In the Retail Business, operating revenues were down ¥3.0
billion year on year to ¥116.5 billion. However, operating
revenues in real terms increased by ¥8.0 billion excluding the
impact of changing the method of revenue recording following
changes in the type of contract with in-station tenants.
This mainly reflects an increase in sales of Seven-Eleven Japan
allied stores and the full-year contribution of VIA INN, as well
as new openings.
Operating income increased by ¥0.1 billion to ¥3.1 billion.
In the Real Estate Business, operating revenues increased by
¥4.8 billion year on year to ¥74.0 billion, while operating
income rose ¥0.8 billion to ¥19.1 billion.
The figures reflect the full-year contribution of large-scale
leasing properties opened in the previous fiscal year as well as
an increase in the number of residences sold.
Revenue in other business grew ¥3.5 billion year on year to
¥80.3 billion.
This mainly reflected the new consolidation of Nara Hotel and
the new opening of a Vischio hotel in the hotel business, as well
as in increase in users of the travel agency business in Golden
Week.
Operating income was down ¥0.5 billion to ¥2.3 billion.
The result mainly reflects expenses for opening a Vischio hotel
and a decrease in external construction orders in the
construction business.









Next, we look at our financial forecasts. Slide 13 shows an
overview of our non-consolidated financial forecasts.

Our operating revenue forecast has been increased by ¥4.0
billion from the previous forecast to ¥1,005.0 billion.
We have offset the projected impact of Typhoon No. 19 and
other factors on our transportation revenue against the amount
of the excess in the first half.
Please refer to slide 14 for a breakdown.
The forecast total amount of operating expenses is unchanged,
although the breakdown has altered slightly based on the
situation in the first half.
Please refer to slide 15 for a breakdown.
As a result of these, we are now forecasting operating income
of ¥155.5 billion, an increase of ¥4.0 billion from the previous
forecast.

Moreover, our forecast for net income is now ¥96.5 billion, an
increase of ¥1.5 billion from the previous forecast.
This result anticipates extraordinary losses of ¥3.0 billion,
assuming it is possible to exclude damaged rolling stock on the
Hokuriku Shinkansen.






Slide 16 shows an overview of our forecast consolidated results.

Forecast operating revenue has been increased by ¥12.5 billion
from the previous forecast to ¥1,570.0 billion, with operating
income up by ¥4.0 billion to ¥202.0 billion, and net income up
¥1.5 billion to ¥120.0 billion.
The operating revenue forecast reflects the increase of ¥4.0
billion in the non-consolidated forecast as well as an upward
revision of some forecasts in the non-railway business.











Slides 17 and 18 show our results forecasts by segment. Please
look at the operating revenue for each segment.

In the Retail Business, we revised the forecast for the briskly
performing sale of goods and food services business up by ¥3.0
billion, while the department store business was revised down
by ¥3.0 billion after initially setting an ambitious target for the
impact of renovations.
In the Real Estate Business, the revenue forecast for the real
estate sales and leasing business was revised upward by ¥2.0
billion in anticipation of an increase in the number of residences
sold.
In Other Businesses, the revenue forecast was revised upward
by ¥6.5 billion, reflecting the new consolidation of the Nara
Hotel and TETSUDEN as well as the situation including the
travel agency business, which performed well in the first half.

The forecast for operating income in the non-railway businesses
was left unchanged as the impacts were all insignificant.
This concludes my portion of today’s presentation.




Once again, I am Atsushi Sugioka.

I will explain the initiatives in each of our businesses.








First, please refer to slide 22. This slide is about capturing
inbound demand, which is one of the Groupwide strategies in
the medium-term management plan.

In terms of improving reception systems, we are working to
enable ticket vending machines at our main stations to accept
QR code payments via AliPay and WeChat Pay by spring of
2020. Furthermore, we recently announced the introduction of
new-model rolling stock and increased facilities for Haruka
trains, which are seeing brisk use.
Furthermore, we have dramatically increased convenience of
internet reservations by introducing JR-WEST ONLINE TRAIN
RESERVATION, which enables tickets to be picked up from
green ticket vending machines. We will also promote alliances
with leading overseas OTAs.
Specific examples include our announced collaborations with
Alibaba Group in China and with KLOOK. We will continue to
capture as much inbound demand as possible working with
leading partners such as these.






Please refer to slide 23 for the current status of our inbound
market.

Inbound-related consolidated operating revenues were up 13%
year on year, while transportation revenues were up 12%. The
number of people using our exclusive products grew 19% year
on year, surpassing growth in overseas visitors to Japan
nationwide and at Kansai International Airport. We believe
these are the results of our initiatives to date.

On the other hand, compared to our full-year revenue
objectives, these results have fallen slightly short. We will
therefore promote our initiatives even further in the second half
of the fiscal year, making every effort to achieve our full year
targets.








Next, please refer to slide 24 for information about the
Shinkansen, which is our largest growth driver.

The strengths of Shinkansens include 1) unrivalled frequency,
2) high convenience, and 3) enhanced “quality” of travel time.
We will promote the measures stated in our medium-term
management plan to refine these advantages even further.

From the end of the current fiscal year, we will use N700A
trains for all direct services on the Tokaido and Sanyo
Shinkansen, shortening travel times. In addition, we will move
forward with creating timetables that meet customers’ needs.

The shift to internet reservations is also proceeding steadily. In
October we launched a campaign to commemorate the second
anniversary of Smart EX and the achievement of 3 million
Smart EX registrations. We also launched a campaign to
support business trips through EX reservations, and we will
continue working to make the service more convenient.






Next, please look at slide 25.

Looking at the Kansai Urban Area, we have conducted various
measures to increase the value of railway belts. In the first half,
we also conducted a series of new openings and new releases.
Details will be presented later.

In transportation services, we will strengthen the transportation
of the JR Yumesaki Line, which has seen an increase in the
number of users. Next year, we have heard that a theme park
on that line plans to launch new attractions, and we will
improve Nishikujo Station and increase the number of trains on
the JR Yumesaki Line to a maximum of 12 one-way services.






Next, we turn to the non-railway business. Please look at slide
27.

In the first half, in our strategic Kyoto and Shin-Osaka Stations,
we conducted renovation of in-station stores and expanded the
total number of Seven-Eleven allied stores to 397. We plan to
continue expanding the number of stores.
Moreover, in department stores, at JR Kyoto Isetan we made
preparations for our renewal opening of floors 2 to 5 next
spring.








Please refer to slide 28, which covers the real estate business.

In the shopping center business, in October we opened a new
food area, as Hiroshima Station ekie Phase IV. This marked the
grand opening of ekie, which has progressively opened in
phases since the opening of Phase I in October 2017, recreating
Hiroshima Station and making it more attractive.
In spring 2020, we will close ASSE, the station building on the
south side, and we will make a full-scale start on the plan for
rebuilding Hiroshima Station Building, aiming to open in spring
of 2025.

In real estate leasing and sales, we are taking on a growing
number of joint projects with other companies. In the leasing
business, we are enhancing our development capabilities and
the breadth of our development, including selection as the
preferred bidder in multiple projects, such as Kishibe Kento and
Suma Aqualife Park.






Please look at slide 29, which covers the hotel business.

In the first half, we opened four VIA INN hotels and Vischio
Kyoto, one after another, bringing our total number of rooms to
just under the medium-term management plan target of
11,000.
Granvia, Vischio, and VIA INN, all maintained high average
occupancy rates of around 90% at existing hotels during the
first half.




Next, please look at slide 30 and slide 31.

On slide 30, we present an overview of our initiatives to
increase the value of railway belts in the Kansai Urban Area.









On slide 31, we present the main new constructions and new
announced projects for the first half of the fiscal year.

In the non-railway business, we worked on in-station
renovations and opening of new lease properties. We also
announced the development of offices in the proximity of ShinOsaka Station, where development is expected going forward.
We have also just announced the opening of KOSHIENGUCHI
GREEN PLACE as a second shopping center in the town to
follow SUITA GREEN PLACE.

In addition, we are also aggressively promoting joint businesses
with other companies, which are marked on the top left in the
table, as we work with leading partners to develop railway
belts.
In the railway business, as I have already explained, we opened
all sections of the Osaka Higashi Line and introduced a new
special rapid service fee-based seat service—”A Seats.”
In the Kansai Urban Area, there are many projects that are
contributing to increasing the value of railway belts. The railway
business and non-railway business are working together in
anticipation of the upcoming Expo and integrated resorts, and
so forth, will working to expand the resident and non-resident
populations.











Next, please look at slide 32.

We are promoting the Setouchi Palette Project, looking ahead to
the Setouchi Hiroshima destination campaign that will be held
next fiscal year.
First, in development of strategic stations, we have been
working on renovation of Onomichi Station, improvement of
Hiroshima Station. In addition, we are conducting vigorous
renewal of Okayama Station.

Furthermore, we will renovate our sightseeing trains and launch
a new ferry service in conjunction with local shipping operators.
By combining both rail and ferry, we hope to attract a large
number of visitors to the Setouchi area.
Our first priority is to refine the Shinkansen service as a means
of transport to the Setouchi area, and upgrade the station at
the destination. Next, we will enhance means of transport
around the area, work to enhance the tourist attractions.
We have also started trialing “setowa,” a new tourism-oriented
Mobility as a Service (MaaS) that enables users to perform
searches, reservations, and payments seamlessly.





Regarding MaaS, in October we established the MaaS Promotion
Division.

We will strive to create synergies with our non-railway business,
rather than simply providing a MaaS in the narrow sense that is
limited only to transport.
Towards this goal, we have identified three categories, namely
“urban,” “sightseeing,” which includes the “setowa” system that
we are currently trialing, and “rural.” We intend to tailor the
MaaS to the characteristics of each respective area.







Next, please look at slide 35.

Our capital expenditure was down ¥2.4 billion to ¥77.0 billion
after concentrated investment in rolling stock in the first half of
the previous fiscal year. Our investment in safety has proceeded
steadily as planned.
Our capital expenditure forecast for the full year has been
revised down by ¥17.0 billion from the initial plan to ¥261.0
billion, mainly due to certain items falling in different periods.

Nevertheless, our total planned investment amount of ¥1,270.0
billion in the medium-term management plan has not changed.




Please look at slide 36, which covers our returns to
shareholders.

For the fiscal year ending FY2020.3, we are planning to pay a
dividend of ¥190 per share, as we have already indicated, and
at the Board of Directors meeting recently we decided on an
interim dividend of ¥95 per share.












Finally, I will explain about the recent press release regarding a
change of president, based on the content of our press conference at
the time.
As we announced, it was decided that Kazuaki Hasegawa will be
appointed as the new president on December 1.
Currently, we are two years into the medium-term management
plan, and various aspects of our situation have changed considerably
compared with the management environment at the time when the
plan was initially formulated. For example, major projects had
started, such as the Osaka Kansai Expo and IR, labor shortage issues
have grown worse, and there is a growing need to prepare measures
against increasingly severe natural disasters.
We need to respond quickly to these issues and further explore plans
for executing the strategies in our medium-term management plan.
It is also for this reason that we have not set out a specific
timeframe. We judged it appropriate to attempt this response under
a new structure at the time when we can start formulating our plan
for the next fiscal year under our long-term vision.
Furthermore, we plan to hold an explanation meeting for people
affected by the accident around the middle of next month. By having
both the incoming and outgoing presidents attend the meeting, we
plan to demonstrate that we do not intend to allow the memory of
the train accident of the Fukuchiyama Line to fade, and that we
intend to continue striving to improve safety.
Under our new President Hasegawa, we plan to hold tightly to our
management direction to date, and to deepen it even further. We
hope you will continue to give us your support.
This concludes my portion of today’s presentation.

