


Let me begin the explanation of the overview of FY2016 followed by the 
Medium-term Business Plan of Parco group covering from 2017 to 2021 
using the presentation material.  So today, we have two parts in the 
presentation.  



This page is on consolidated results.  Operating income reached record 
highs for the fifth consecutive fiscal year.  Net income attributable to 
parent was the highest ever and achieved the target.  
Consolidated net sales declined YOY to 268.373 billion yen which was 
down 7.984 billion yen due to the impact from the sluggish trend of sales 
of apparel in Parco and the impact from temporary suspension of Shibuya 
Parco operation although Sendai Parco 2 opened in July and increase in 
construction orders at Parco Space Systems in Space Engineering and 
Management Business.
Operating income increased to the record high of 12.812 billion yen up 
40 million yen on the back of the full year contribution from Sapporo Zero 
Gate which was opened in February 2016 and cost reductions mainly at 
existing Parco stores.  Ordinary income was 13.253 billion yen up 580 
million yen YOY or up 153 million yen versus the forecast thanks in part 
to non-operating profit from compensation money received relating to 
Shibuya redevelopment.  Net income attributable to parent was 7.525 
billion up 1.463 billion YOY or 24.2% contributed by the sale of non-
current assets related to Shibuya redevelopment project offsetting the 
loss from closure of Otsu Parco.  EBITDA was 18.189 billion yen.  We 
decided to pay the end-of-year dividend of 12 yen per share for FY2016, 
which is higher than the forecast and it will make annual dividend 23 yen 
per share, up 3 yen YOY. 



Total assets at the end of the year were 250.323 billion yen, which was up 
from the end of FY2015 by 12.007 billion yen due to the acquisition of Sendai 
Parco 2 and temporary increase in assets relating to Shibuya redevelopment 
project.  Net assets totaled to 122.039 billion yen and equity ratio was 48.8%.  
Total assets increased significantly due to suspension and closures of stores 
and development plans as you can see from the graph at the bottom.  Interest-
bearing debt increased by 3.581 billion yen.



Consolidated results by segment
Shopping Complex Business centering on Parco Co., Ltd. increased its 
segment income. Retail Business achieved an increase in net sales but 
segment income declined due to higher opening cost relating to NEUVE A.  
Space Engineering and Management Business centering on Parco Space 
Systems achieved an increase both in net sales and segment income thanks 
to increase in orders for interior and electricity construction work as well as 
winning new contracts.  Other Business saw a decline in net sales due to a 
large impact from suspension of Parco Theater in entertainment business 
although Parco City achieved increases both in net sales and income.  Parco 
City changed its name effective on March 1, 2017 to Parco Design Marketing 
to reflect its focus on web designing and web marketing. 



Consolidated selling, general & administrative expenses and capital 
spending.  Consolidated SG&A expenses decreased YOY by 1.249 billion yen 
driven by reduction in outsourcing expenses at existing Parco stores and 
lower depreciation expense due to the depreciation method change. Capital 
expenditure was around 18.7 billion yen, down 4.7 billion yen YOY.  



Non-consolidated results.  Although net sales declined, income at all levels 
increased.



The medium-term business plan for FY2017 to 2021



Parco group positioned its previous medium-term business plan which 
started in FY 2014 a period when we make specific actions based on the 
growth strategy.  And we made efforts to innovate existing business 
models, increase in the number of locations through development 
projects and expansion of related businesses externally.  As a result, we 
achieved 12.8 billion operating income and stable growth in FY2016, the 
final year of the plan, however, we missed our original operating income 
target of 13. 5 billion yen by 0.7 billion yen due to changes in the 
consumer environment slowing growth in the Parco Store Businesses, 
delays to development schedules and other factors.  Specific actions we 
have taken are as written on this page.



Parco group’s long-term vision.  
To realize our long-term vision of becoming a business group that 
prospers in urban markets, we must respond to the environment which 
is changing quite rapidly.  What we need is “choice and focus of 
business areas” to widen values provided by businesses in urban areas.
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This illustrates what we are trying to achieve under the long-term 
vision.  We think it is important for us to provide unique values only we 
can provide to contribute to cities’ maturity.
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To achieve our medium-term business plan, we are going to work on 
the following three key tactics.  Tactic 1 is to evolve the store brand, 
which means we work to strengthen urban stores through spreading the 
essence from creating a new Shibuya Parco.  By advancing in the effort 
of scrap and build of stores, we are going to strengthen our business 
competitive advantage, diversify our unique tenant services and 
enhance its attractiveness as a retail space through providing new types 
of real experience leveraging Parco group’s. Tactic 2 is to produce 
commercial real estate.  To expand our business into the areas mainly 
where we don’t have any presence, we would like to promote Zero Gate 
business and create Parco style new business formats.  We would like to 
diversify business categories to promote development.  To realize this, 
we are thinking about diversifying development methods as well.  Tactic 
3 is to expand soft contents.  We would like to work on enhancing 
existing contents we have in entertainment business and retail business 
as well as to create new contents.  What is common at the heart of all 
three tactics is the business portfolio innovation which is driven by new 
businesses arising mainly from new Shibuya Parco, which I will explain 
in more details later, and the stage in Shibuya and the platform 
including web we have in place.



We are propelling businesses under the following four directions to 
implement key tactics.  Four directions are as written here on this page.  
By implementing key tactics under these four directions, we will be in line 
with J Front Retailing Group’s vision of inventing a new happiness for 
daily life and we, the Parco business, would like to lead this initiative to 
realize the group vision. 



We position creating a new Shibuya Parco in the medium-term business 
plan a driver to achieve the group vision.  Shibuya Parco has been the 
origin of Parco’s uniqueness.  With the new Shibuya Parco, we would 
like to create a next-generation commercial space by applying new 
concepts we had not seen in conventional shopping complex before.  In 
this process, we believe Parco’s store brand will evolve driven by 
innovation, internal collaboration and involvement of external parties 
with Parco group staffs pursing the parts they would like to express 
because it is Shibuya and because we are Parco in the near future 
market of Shibuya.  



New Shibuya Parco will be complete in the autumn of 2019, the mid-
point in the medium-term business plan.  Until it gets completed, we 
will work on the various factors as you can see on this page in terms of 
what we are going to do to cultivate urban areas at the accelerated 
pace and spread the essence of the new Shibuya Parco in other urban 
Parco stores.



Parco group will start applying International Financial Reporting 
Standards, IFRS, voluntarily from FY2017.  IFRS based target figures for 
the fifth year, FY2021, are as indicated in this chart.  We aim at 
achieving the target of net sales of 121.4 billion yen, operating income 
of 14.7 billion and net income of 9.3 billion yen.



We had one-off factors pushing up operating income for FY2016 such as 
other operating income and other operating expense relating to 
rebuilding Shibuya Parco, closure of Chiba Parco and the decision to 
close Otsu Parco.  Therefore, this page shows true apples-to-apples 
comparison adjusting for those one-off items.  We will target EBITDA of 
23.5 billion yen, ROE of 6.5 to 7% and EPS of 92 yen over the coming 
five years. 



We are going to innovate business portfolio in this medium-term 
business plan period.  As this pie chart shows, we would like to reduce 
the dependence on the store business, which represents 87% of the 
income to 65% by growing revenue from other businesses.



5 year cumulative investment plan
We plan to spend 40.4 billion yen for strategic investments to grow 
Parco group and 26.4 billion yen for recurring investments which will 
total 66.8 billion yen over 5 years. 



Key points in each business.  
First, our key point in Parco’s store business is to solidify our business 
advantages and widen values provided while focusing our business resources 
on urban stores.  The key element of focusing our business resources is to 
leverage ICT, which is illustrated on Page 21.



By leveraging ICT, we would like to evolve customer policy and provide 
more useful real-time information to customers through which will 
increase customer sales conversion ratio and tenants can take more time 
for customers through upgraded tenant services and stay connected even 
when the store is closed.  These are the actions we are going to promote.



Development plans
We would like to open stores mainly in untapped urban areas.  We plan to open 
5 Zero Gate stores, 4 Parco stores and 3 new format stores, which will come to 
12 in total to generate profit growth for sure.



The map with development projects plotted.
As we have just announced today, now Kinshicho is newly added.  Parco 
decided to lease a part of a large station-front property of its main 
building and its anex owned by Tokyo Rakutenchi to convert into a new 
retail building.  So now Kinshicho is one of 12 new development projects.  
Ongoing projects under way include already announced Urasoe West 
Coast Development in Okinawa and Zero Gate in Kyoto, Kobe as well as 
Harajuku.  



Through Parco’s group businesses of Neuve A, entertainment business 
and overseas business, we would like to provide urban stakeholders 
with personal fulfillment, inspiration and new lifestyle. 



The first synergy project with J Front Retailing group in our urban 
dominant strategy in which we are opening a store in Matsuzakaya 
Ueno New South Wing in autumn 2017.  All the details written here are 
already decided and currently ongoing.



To propel business development furthermore, we are going to challenge 
to clarify our corporate culture.  We are to collaborate ideas coming 
from within internal ourselves with talents we can leverage from 
external outside and evolve ourselves furthermore as Parco creating 
new movements in the society.  Under this thinking, we would like to 
develop advanced new Shibuya Parco by each employee injecting 
specific ideas and concepts they feel passionate about reflecting.



FY2017 forecast



These forecast figures are based on IFRS.  We are forecasting higher net 
sales for FY2017, the first year in the medium-term business plan driven 
by opening a store in Matsuzakaya Ueno New South Wing as I explained 
just a while ago and full year contribution from Sendai Parco 2 which 
opened in 2016.  However, we are projecting lower operating income 
due to the impact from temporary suspension of Shibuya Parco, closure 
of Chiba Parco, higher depreciation expenses on the back of asset 
expansion and on top of that, we have further impact from the sale of 
non-current assets in FY2016 in spite of additional profits coming from 
new stores opened last year such as Sendai Parco 2 and compensation 
money relating to Shibuya development. 



We have attached a supplemental page to explain these.



We are showing other targets and forecasts for FY2017.  Capital 
expenditure is projected to be 15.4 billion yen.  Our dividend forecast is 
to pay interim dividend of 11 yen and end-of-the year dividend of 12 
yen, which will total 23 yen per share annually, which is flat from this 
year.   




