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TOKYU CORPORATION

* Please note in advance that this is not a transcription of the entire Q&A session, but a
brief summary prepared by the Company.

Q1. You have revised your full-year forecasts by adding 4 billion yen to operating
profit, including 3.5 billion yen in the first half and 0.5 billion yen in the second
half of the fiscal year. Does the smaller increase in profits in the second half
reflect your cautious stance or was the original second-half forecast high?
How did you revise the operating profit for the second half?

A1. We see this question as whether we have capacity for profit growth in the second half.
There has been a trend in the recent years that strategic costs emerge in the second
half in light of results from the first half and profit above forecast tends to be smaller. In
the last fiscal year, we took steps for internal growth, such as repairs, in the second
half in view of the performance trend and increased labor costs as part of securing
workers and improving employee treatment. The amount of profit above forecast
announced in May is larger in the first half than in the second half in every fiscal year.
In addition, this year’s revision factors in, to a degree, the impact of incidents such as
Tokyu Railways accident and the suspension of Tokyu Store Chain operation.

Q2. How much did special factors such as a change in the timing of posting affect
the first-half profit increase above the May forecasts?

A2. While minor changes were made to the timing of posting in some businesses, no
change significantly affected the consolidated profit level. In real estate sales, some
properties were delivered earlier than scheduled, which had an affect of less than a
billion yen in terms of operating profit. Meanwhile, the first-half result in real estate
leasing was a decrease in profit of 1.4 billion yen from the May forecast, but no change
was made to the full-year forecasts. This is because the recording of expenses
progressing earlier than assumed in the May forecast. The net of two businesses in the
real estate segment is approximately equivalent to the May forecasts. At this point,
aside from the real estate business, there are no other segments significantly affected
by timing differences in posting

Q3. You explained that the decrease in the full-year operating profit of Tokyu
Railways in the Transportation Business from the May forecast, despite the
increase in operating revenue, was caused by an increase in expenses such as
repairs. Were the increased expenses caused by higher unit prices due to
inflation, or do they include the impact of the train collision?

A3. The factors of increased expenses include both higher costs and the train collision. The
impact of the accident on October 5 includes approximately 50 million yen in operating
revenue and approximately 0.4 billion yen in expenses for traffic light system repairs,
retirement expenses for the trains involved, etc. Some of these can be offset by
revenue growth and absorbed in expenses in the initial budget, and the impact on the
May forecast is a profit decrease of 0.2 billion yen. In addition to the impact of the
accident, various factors such as labor costs and an increase in retirement expenses
are included.
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In the comparison between the revised full-year forecasts and May forecasts for
real estate sales, what factors are driving higher revenue and profit despite the
fall in the number of units sold?

While residential sales remained strong and profit is growing thanks in part to unit
prices and reduced selling expenses, we expect to postpone the delivery of some
properties to the next fiscal year. This has reduced the number of units sold from the
May forecast. In addition, asset turnover-type buildings, which are sold in units of one
building, available for sale have increased from May and are selling at a speed
exceeding the initial assumption, resulting in an increase in total revenue and profit.
Procurement of buildings for the asset-turnover business has also been progressing
steadily.

Can the approximately 6.6 billion yen equivalent to negative goodwill posted
upon making Tokyu REIT Inc. an equity-method company be considered as a
one-time profit that will not be earned from the next fiscal year?

The approximately 6.6 billion yen equivalent to negative goodwill associated with
making Tokyu REIT Inc. an equity-method company is posted only in this fiscal year.
While an amount equivalent to negative goodwill will not be posted in the next fiscal
year, an investment gain on equity method from Tokyu REIT Inc. will be posted for the
full year, which can be expected as a profit growth factor in the next fiscal year.

The effective tax rate appears to be declining. Can this be considered a result of
an increase in untaxed profit due to the strong performance of affiliates and an
increase in the investment gain on equity method following the inclusion of
Tokyu REIT Inc. as an equity-method affiliate?

As you pointed out, the effective tax rate appears low due to an increase in untaxed
profit caused by an increase in investment gain on equity method.

Did you keep dividends unchanged despite profit growth in the forecasts since
an increase in the investment gain on equity method would not generate cash
flow?

We have revised the forecast for profit attributable to owners of parent upward by 5%
from May, which is a record high and we see it as an ambitious target. We hope to
steadily achieve this profit target first, and then, consider dividends and shareholder
returns for the year end.

In comparison with the May forecast, why do extraordinary losses increase while
extraordinary gains decrease?

Please understand that the extraordinary gains as of May included various factors to
commit to profit attributable to owners of parent of 80 billion yen. For instance, the
investment gain on equity method posted in the second quarter after the additional
acquisition of investment units of Tokyu REIT Inc. was included in extraordinary gains
as of May due to the unforeseeable timing of the additional purchase. This was posted
as an investment gain on equity method (non-operating revenue) when the result was
determined, causing a change of classification. As for extraordinary losses, we have
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included a risk of impairment losses to a certain degree every year, including those
based on decision making, as we operate a range of businesses.

How likely do you think it is that you will achieve the forecast for full-year profit
attributable to owners of parent? You described it as an ambitious target, yet you
have also factored in certain extraordinary losses. What was the thinking behind
this?

We consider the profit attributable to owners of parent in the forecast to be an ambitious
target in the sense that it will be a new record high. Not only losses such as the impairment
losses | explained earlier, but a number of events can be expected in the second half of the
fiscal year. Since we announced 84 billion yen in profit attributable to owners of parent as
our performance forecast, we are striving to achieve the target.
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