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| welcome this opportunity to report

on the business performance of Kozo
Keikaku Engineering Inc. (KKE) in the

fiscal year ended June 30, 2008.

Net sales amounted to ¥11,322
million, an increase of 1.0% year over
year, operating income was ¥1,242
million, rising 14.2% , ordinary income
was ¥1,169 million, up 14.4% , and net
income was ¥531 million, a decrease of
13.2% .

| wish to express my regret
concerning the anxiety and trouble
caused by the falsification of
earthquake-resistance data by one of
our subcontractor, which came to light
in October 2007. Despite this adverse
factor, KKE recorded higher sales
and profits from operations from the
previous year. | am convinced that this
achievement is attributable to our solid client relationships
rooted in trust, cultivated over many years, and moreover,
our focus in recent years on sophisticated products and
services reflecting a strategic emphasis on knowledge-
intensive business in diverse fields.

KKE will celebrate its 50th anniversary in May 2009.
Founded in 1959, KKE has developed into a comprehensive
engineering firm that, acting as a bridge between academia
and the corporate world, is responding to the diverse,
rapidly evolving needs of society.

Currently, the business segments KKE serves encompass
everything from construction to information and
communication to manufacturing. As KKE's development
has benefited greatly from the wholehearted support of
our shareholders, | would like to express my appreciation to
them.

In order to live up to your expectations, we are resolved
to pursue the sustainable enhancement of KKE's corporate
value by establishing new technologies, developing human
resources, and cultivating new clients as a provider of
sophisticated, high-performance engineering solutions. In
these endeavors, | would be grateful for your continued
support.

September 2008
Shota Hattori President and CEO

Profile @ Shota Hattori

Shota Hattori was born in 1956 in Tokyo. Inspired by Limits to Growth, a report
issued by the Club of Rome, he became interested in social simulation while
still a high school student. Although his first ambition was to do research at
the Primate Research Institute of Kyoto University, he studied at the University
of Tokyo, obtaining his Master’s at the Graduate School of Sociology in 1982.
Then, awarded a Fulbright scholarship, he enrolled in a graduate program

at the Massachusetts Institute of Technology. After graduating from MIT in
1985, he joined a then little known company called The Boston Consulting
Group, accumulating experience in the consulting field in the United States
and Japan. He joined KKE in 1987. After serving as a director and the general
manager of the Innovative Information Technology Department, he became
the president of KKE in 2002. He is also active outside the company, serving as
the vice president of the executive board of The Japan Society for
Management Information, as well as lecturing and giving seminars at
universities. Above all, he remains committed to his enduring vision in which
experiments and simulation of social behavior make a decisive contribution
to the advancement of society in the first half of the 21st century. He is known
for his intellectual curiosity, deep interest in and affection for people, and
relish for discussion and analysis. He has been married for 22 years and has
three sons with whom he plays mahjong.
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Adhering to the corporate philosophy of KKE, and inspired
by our “Good to Great” watchword, we pursue growth as a
knowledge creating company acting as a bridge between
academia, including universities and research institutes,

and corporations. We recognize that, in addition to
experience and expertise, a corporate structure and culture
that embodies high ethical standards is a prerequisite for
earning the confidence of clients. We have been responding
to our clients’ expectations by proposing solutions that
harness our technological prowess and experience and
solve clients’ problems, while meeting their budgets and
needs. We will step up our efforts to inculcate high ethical
standards throughout KKE, always striving to offer services of
consistently high quality that greatly surpass the minimum
requirements.

Numerical Targets

For the year ending June 2009, we are targeting net sales
of ¥11.7 billion, operating income of ¥1.4 billion, ordinary
income of ¥1.32 billion, and net income of ¥630 million.

While supporting the professional development of
everyone at KKE in an autonomous, decentralized workplace
environment, we will focus on business that capitalizes on
intellectual property so as to achieve sound uninterrupted
growth of the company.

With the aim of contributing to progress as one of
Japan’s leading knowledge-intensive companies of the 21st
century, we intend to cultivate a workforce of consummate
professionals who will fulfill their mission by proposing and
providing the optimum services to our clients.

~

#EEZ Management Concept
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“KKE is a professional engineering solution firm that bridges academia with the corporate world.”
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Corporate History
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Dr. Makoto Hattori, KKE founder, opened the structural design office in 1956.
Shortly thereafter, he visited computer labs in the U.S. The facilities and the
work being done there greatly surpassed anything happening in Japan at that
time.

He returned to Japan determined to apply the power and sophistication
of computers to earthquake resistance design. At that time, the application of
computers in the architectural field was virtually unknown in Japan.

In 1961, KKE's design office was the first in Japan to apply a computer to
practical structural design in the architectural field. This launched KKE on a
path of innovation that has underpinned our development ever since, and
promises to do so far into the future.

.

HENH
Manufacturing
Field

1970
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Change in society >>
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Decision—-Making
Support Field
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Simulation-based system efficiency evaluation business launched
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Change in society >>
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Operations Research Division established

VIVE1—2BADEREEFEIL. VI MV TRECIRRAZMREE
Software development business launched, taking advantage of the early in-house introduction of computers
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1969: First Mini computer introduced in Japan
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1969: Establishing a subsidiary in U.S.
Starting entrusted development of software
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Information and

Communications
Field

V1956 : BREBIEMSESTEMRAE LTRAZ—F
1956:Makoto Hattori Kozo Keikaku Engineering established
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Castle reconstruction boom 1968 : B EE/IVET. LRESEERT—L
1963: Abolition of building height restrictions
1968: Boom in construction of high-rise buildings,
starting with Kasumigaseki Building
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Founder went to U.S. to investigate
the usage of computers
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1961: IBM1620 introduced

Japan'’s first application of a computer to structural

design
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- Computerized general-purpose structural analysis

- Dynamic vibration analysis and elasto-plastic
analysis by finite element method

- Dynamic earthquake resistant
design

- Structural design of high-rise
buildings
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- Structural design for castle reconstruction
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Minicomputer boom
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Research on software engineering to enhance
development efficiency started

Development of organizational software started
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« Development of infrastructure software for general-
purpose machines

- Structural calculation for buildings in time-sharing
environment

- Computer-based mapping and display

1970 : KRR ERkE

1978 : SIS hitE

1970: Osaka World Expo
1978: Miyagi-oki earthquake
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FACOM 23060 computer introduced
Research of numerical analysis and
earthquake resistance simulation
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- Examination of earthquake resistance of nuclear power plant
+ LNG base reliability evaluation
- Earthquake wave simulation
- Structural design of high-rise buildings and large-scale
special structures
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Simulation-based decision-making
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Growing interest in techniques to predict the future
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Development of tools applied in

consulting
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- Computer interview-based conjoint analysis

- Marketing science-based consulting
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Capital investment boom
Progress of computerization
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1985: Tie-up with U.S.-based Pritzker Co. to tap
manufacturing strengths
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- Production/distribution systems simulation
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Spread of personal computers
1985: Liberalization of communications
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Research of ADA language
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- Development of first-generation mobile
communication system

« Analysis of network optimization and reliability

- System simulations using general-purpose
simulation language

1981 : EEEREE
iR AE
1981: Building Standard Law
revised

New earthquake resistance standards
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Practical application of modeling and visualization
techniques and development of application technologies
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- CAD system integrations
- Civil engineering planning support solutions
- Integrated design solutions for prefabricated
housing
- Consulting for disaster prevention

1990
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Pursuit of high added-value
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Consulting for analysis of decision-making
structures started
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« Business plan analysis by the Monte Carlo method
« Multi-agent simulation
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Bubble economy burst
Diversification of customer needs
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Start provision of solutions for housing and
household equipment manufacturers
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« Needs analysis
- Production schedule management solutions
« CAD solutions for production and design
« Simulation-based design and analysis support solutions
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Spread of the internet 1995: Windows95 launched
Spread of the mobile phones 1999: i-mode
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Development of reliable software in terms of
quality, cost and speed
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« Development of second-generation mobile
communication system

- Radio wave propagation simulation

« Multimedia-based evaluation of
senses

- Virtual reality/Mixed reality

1995 : PR ER AR K
1995: The Great Hanshin-Awaiji
Earthquake
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From safety design to reliable design
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« Local wind analysis simulation
« Noise prediction simulation
- Comprehensive geological analysis of construction sites
« Structural calculation solutions for prefabricated housing
- Seismic-isolation, vibration-damping and

earthquake-resistant design

2000
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Research on complex systems
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Expansion of application field, with “evaluation” as
the watchword
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- Corporate management solutions

- Support of Six Sigma quality management

BLEEDITIC K BEBWENES
\T based business process reengineering of
manufacturing industry
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Promotion of customer-driven
business
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- Product development design CAD/CAE solutions

- Sales suport solutions

- Specific design support solutions

- New production control (Advanced planning & scheduling)
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Spread of wireless networks, ubiquitous networks and
broadband
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Research and development of
next-generation network protocol
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- Development of third-generation mobile
communication system

+ Ad hoc network

- Public transport solutions

- Communication network simulation
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Increasing needs for improvement and reinforcement of
existing buildings

.
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Development of services integrating IT and disaster
prevention
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- Information sharing/project management ASP services
- Simulation-based traffic vibration analysis
- Earthquake risk evaluation
- Disaster prevention simulation
« House information management solutions
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Market Environment
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Serving the Information and Communication Industry
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Structural design (Engineering Consulting)

Disaster-prevention business (Engineering Consulting)
Clients: Developers, general contractors, industrial and architectural
design offices, building management companies, etc.

In 1956, KKE started out as a design office specializing in large-scale
buildings and introduced a computer in 1961.

Since then, as the leading company in our field, we have
accumulated achievements in structural design of high-rise buildings
and large-scale special structures using seismic-isolation, vibration
damping, and earthquake-resistant technologies. In recent years, we
have been contributing to the protection of schools and other public
facilities, which are designated as disaster prevention centers in
communities throughout Japan.

We also provide disaster-prevention solutions incorporating
information technology, such as simulation technology for formulating
evacuation plans to be activated in the event of an earthquake.
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Development of infrastructure for mobile communications (Systems
Solutions)
Network simulation (Products Services)
Clients: Communication carriers, research institutes affiliated with
communication carriers, etc.

In 1961 when KKE became the first company in Japan to introduce a
computer for structural design of buildings, computers were such a
rarity that we had no choice but to develop an operating system by
ourselves. The software development know-how we gained during that
formative period, which was subsequently utilized for maritime
telephones and car telephones, eventually evolved into R&D of mobile
communication systems.

KKE's core competence encompasses development of
infrastructure software for radio control including technologies for
network traffic congestion monitoring, increasing network traffic speed,
minimizing radio interference, and visualizing radio waves. As a leading
source of such technologies, over time we have earned the trust of our
clients.
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Development of structural design systems (Systems Solutions)
Packaged analysis software (Products Services)
Clients: Housing manufacturers, housing facilities manufacturers,
manufacturers in general

Capitalizing on the structural design technology we have cultivated for
high-rise buildings, we have also long been engaged in development of
systems for the structural design of houses.

We utilize technologies we have developed in the field of CAD and
other drawing related fields to offer a housing design simulation service
allowing, for example, the simulation of a virtual kitchen, in which
manufacturers, colors, materials, components, etc. can be mixed and
matched. There is great demand for this service.

We also offer packaged software used by product design engineers
for thermal-fluid analysis and mechanism analysis, backed by
comprehensive customer support.
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Decision-making support (Engineering Consulting)

Visualization (Engineering Consulting)
Clients: Transport service companies, infrastructure service providers,
etc.

While initially KKE focused on the structural design of buildings, we
have also pioneered the application of simulation software to analyze
flows of people and goods.

This approach has led to a variety of new business opportunities
that we are eagerly cultivating. One new business offers decision-
making support services utilized in marketing. This business performs
various simulations for activities such as projecting market share of a
new product or service offered at a certain price.

Also, our visualization technology is utilized for setting rents for
tenants of commercial buildings and in the field of urban development
where flows of people are monitored by video sensor technology.
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Business Results for the Year Ended June 30, 2008
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Significant increases in Operating Income and
Ordinary Income
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KKE achieved record-high net sales for the second
consecutive year and significant increases in operating
income and ordinary income despite the slowing tempo
of private-sector capital investment, turmoil in financial
markets and sharp rises in prices of energy and raw
materials. However, net income was lower than the previous
year owing to expenses associated with falsification of
earthquake-resistance data by a subcontractor.

The major factors accounting for increases in operating
income and ordinary income are as follows:

« Order-taking of highly profitable projects due to
strengthened proposal-driven marketing

- Sharper focus on high-value-added processes in diverse
engineering fields, such as communications and seismic
isolation and disaster prevention

+ A decrease in the number of unprofitable projects by
thorough project management

« Improved profitability of the packaged software sales
business
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Overview by Business Segment
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Engineering Consulting

Net Sales ¥3,878 million
Cost of Sales ¥2,550 million
Gross Profit ¥1,327 million
Gross Profit Ratio 34.2%

- At the upstream process of software development, brisk

order-taking for formulation of core concepts, which
requires advanced technologies, as well as research and
prototyping for communication-related research institutes
- Brisk order-taking for analysis and consulting services
related to disaster prevention and earthquake resistance in
line with the increasing needs associated with structures
other than buildings and with energy-related facilities

Systems Solutions

Net Sales ¥5,037 million
Cost of Sales ¥3,271 million
Gross Profit ¥1,766 million
Gross Profit Ratio 35.1%

- Good progress achieved with projects for development of
systems for major telecom carriers

- Increased demand for the upgrading of structural design
support systems in line with the revisions to the Building
Standards Law of Japan

- A decrease in the number of unprofitable projects

Products Services

Net Sales ¥2,406 million
Cost of Sales ¥1,651 million
Gross Profit ¥754 million
Gross Profit Ratio 31.3%

- The margin improved greatly (an increase of 7.7 percentage
points from the previous year) because of completion of
withdrawal from businesses with poor profitability

- Robust sales of structural analysis software, namely
COSMOS WORKS for designers and MIDAS for analysts

« Robust sales of EFD, CAE software for fluid-related
designers

*Cost of sales of this segment includes selling expenses attributable to a specific sales
department.
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Clients’ Industries and Segment Sales (2008)

(&M /Millions of yen)

=504 TBHREE SEl Z DAt 5t
Construction Information and Manufacturing Other Total

Communication

IVIZF7ITaAVYIVT AV 1,489 795 363 1,228 3,878
Engineering Consulting (13.1%) (7.0%) (32%) (10.9%) (34.2%)
VATLVY)a— 3> 549 2,371 1,694 422 5,037
System Solutions (4.9%) (20.9%) (15.0%) (3.7%) (44.5%)
TR YH—EX 426 496 570 913 2,406
Products Services (3.8%) (4.4%) (5.0%) (8.1%) (213%)
et 2,465 3,663 2,628 2,564 11,322
Total (21.7%) (324%) (23.2%) (22.7%) (100.0%)

* () RIFEFEESICESHDEIE  *Figures in parentheses are percentage of total sales.

EVRARBETIV

Business Earnings Model

wIAY B INZS DIRR
Segment Source of revenues

23 oAl 27

. . IRA
TYY=TUYT (mmmiE
AVHIVT VT REERT—A)

Engineering
Consulting Con;ulting fees
(Deliverables are reports
and data)
2 AT LFFEPN
(AR
Sy EIN VI hUTT)
vVi)a—3>
S Revenues from
PEIET development
Solutions of Systems
(Deliverables are
software)
Ny =2y 7 MRgs -
. J==HaR=|p
TRETY HBICEBIA
P—EX
Products Revenues from sales
Semvigas of packaged software
user support and
education

0z IR

Project period

HHE~35 Bi2E
e LD B
fham. RN

From several days to
approx. 3 months
Sales are recorded
following delivery
and clients’ receiving
inspection

15 B~ 1ERE
7o LD EIE
. U

From 1 month to
around 1 year

Sales are recorded
following delivery
and clients’ receiving
inspection

BIEsE LS KO
HARIPE L

Sales are recorded
immediately /
over the period

JOYIv &%
Project amount

AR~ M

Several hundred
thousand yen to
tens of millions yen

B AR~ EER

Several hundred
thousand yen to
several hundred
million yen

A AP~ M

Several hundred
thousand yen to
tens of millions yen

* 7OV MRIZ2008F6F AR *The number of projects is the result for the year ended June 2008
* () NIFET AV MELBICESSEIE  *Figures in parentheses are percentages of segment sales.

TV b | BE

The number of

projects

1,220

1,769

5,681

Client

R
Construction

Z D

Other

IBRIBEZE
Telecommunication
BhEx
Manufacturing
IBRIEEZE
Telecommunication
ShE
Manufacturing
A
Construction

D
Other

Zz D
Other

BhE%
Manufacturing
IBHRIBEZE
Telecommunication

R
Construction

(384%)

(31.7%)

(20.5%)

(94%)

(47.1%)

(33.6%)

(10.9%)

(8.4%)

(38.0%)

(23.7%)

(20.6%)

(17.7%)
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Seasonal Fluctuation
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WEY,

Seasonal Fluctuation of KKE’s Financial Performance

Net Sales

Delivery of projects is concentrated in March, coinciding
with the closing of accounts of many of our clients. After
delivery, KKE records sales following inspection by clients.
Therefore, 40% of KKE's annual sales are recorded in the
fourth quarter.

Profit

Labor costs account for the largest proportion of KKE's
selling, general and administrative expenses. Since selling,
general and administrative expenses are recorded evenly
throughout a fiscal year, KKE tends to record a loss in the first
six-month period and record profits in the second half of the
fiscal year in view of the seasonal fluctuation of net sales. In
line with the improvement of KKE's financial performance,
the amount of loss recorded in the first half of the fiscal year
has been decreasing.

4—68 7—9H 10—12A4 1—3H 4—68
April-June July-September October-December January-March April-June
BE 551794 27U F53704HA EATIHHR
Clients Ist quarter 2nd quarter 3rd quarter 4th quarter
- EAluES: EPIES EEJuE HAmHR
KKE 1st quarter 2nd quarter 3rd quarter 4th quarter
MUHARIDFE EE LHE/ T HEAOR BRI
Quartery Sales Ordinary Income in the First Half and the Second Half
(&AM/Millions of yen) (& AM/Millions of yen)
12,000 11,322 1,500
1,209 1,169
10,000 1,000
8,000
3,400 500
6,000
0
4,000 -39
2,564
2,000 =00
1,338
-1,000
2006 2007 2008 2006 2007 2008
F1HHH R
1st quarter First half
FE2MHHA THH
2nd quarter Second half
F3MHHHA SEHA
3rd quarter Full year
AR
4th quarter

10



EEANRUEH

Management Discussion & Policy

11

HHOEIY X ADEXG, & EREBRZEBEDKRRTICE
DRV I-VaVELTRET S LEICHIET, B
FlFEREMC L lcabnTd Y. 18FIEY 5 &M
EDEIRAZ[T2TCHIET,

AT 70 KU EH 2 ERE L. BPIDERZE BZ N %8
COREICHAEDEIN, E5YJa1—2aYELTEE
IKREENTWVWET, AIRIE. ADFIEZY =1L —Y 3
Y BRI LB DTENE BT LR DEIRE FRT B
i cNSZMEL. FREE 1L -3 LTH
BEEEDBREIRELTEVET,

Essentially, our business involves proposing solutions
embodying our technological prowess and accumulated
expertise to satisfy exacting client requirements. Our
departments and groups are organized according to key
technologies, with each unit having sales of around ¥500
million.

The more than 70 key technologies we possess in
house are flexibly combined across departments into the
integrated solutions we propose to our clients. In this regard,
the tsunami evacuation simulation software we offer to
municipalities is a good example, integrating simulation of
human movement, earthquake tremor analysis and tsunami

projection.

R

Organization Chart
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Sales Unit
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Directors and Auditors

President and CEO Shota HATTORI
Executive Vice President Masayoshi ABE
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Director Akihiro SAWAII susiness 4

. Development Unit.
Director Keiichi NISHIO
Director Takashi MIKI
Director Etsuo HARADA
Full-time Corporate Auditor Kenji MIYOSHI $HEEJ; v b
Corporate Auditor Eiichi OBATA Gi?lmsrratlon
Corporate Auditor Masako EGAWA
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Strategy Marketing & Sales Dept.

Information & Telecom Marketing & Sales Dept.
Manufacturing Solutions Marketing Dept.

Marketing & Sales Dept.-Management of Technology
Engineering Consulting Marketing & Sales Dept.
Corporate Development Dept.

Overseas Marketing Dept.

Telecommunication Systems Dept.
Business Solutions Dept.

Network Technology Dept.

Net Solutions Dept.

[T Solutions Dept.

CSRP Solutions Business Dept.
Visualization Technology Dept.
Design Engineering Dept.
Architectural Systems Dept.
Design Solutions Dept.

SBD Marketing Sales Dept.
Innovative Information Technology Dept.
Disaster Prevention & Environmental Engineering Dept.
Seismic Engineering Dept.
Structural Engineering Dept.
Structural Design Dept.
Operations Research Div.

ITS Business Div.

Software Engineering Center
Quality Assurance Center
Structural Quality Center

Business Planning Dept.
Management & Human Resource Consulting Div.
Sustainable Solutions Div.

Compliance Dept.

Finance Dept.

Personnel Affairs & General Administration Dept.
Creative Coordination Dept.

Purchasing Div.
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Sources of Added Value

Our key performance indicator is simply added value, which
Kozo Keikaku Engineering (KKE) defines as the sum of
operating income and labor cost. This added value is rooted
in the characteristics that define our business.

1. Proposal-driven sales

As a knowledge-intensive company, our services include
the provision of technologies, knowledge and know-how.
KKE proposes solutions to satisfy clients' vital needs on a
continuous basis, and moreover, our sales and marketing
activities are designed to facilitate the use by clients of our
services throughout their organizations.

2. Technologies refined through a wealth of practical
experience

Through collaboration with universities, other research

institutes and overseas partners, we have been able to

develop several powerful technological approaches

and techniques. Capitalizing on our wealth of practical

experience gained through a long track record of successful

applications, we are capable of providing the optimum

solutions attuned to specific client needs.

3. Open technology

We always endeavor to maximize utilization of intellectual
property resulting from collaborative research with
universities, other research institutes and clients in an

open environment, while maximizing cooperation with

our partners. This approach enables us to undertake
projects with high potential far into the future with minimal
constraints.

4. High quality and thorough implementation

Having established our in-house Quality Center, we are
pursuing high quality not only in software development but
also in structural design and analysis. High ethical standards
are built into our development, design and analysis
operations that go far beyond satisfying the minimum
requirements and always aim at the best quality.

5. Free and vigorous corporate culture

We encourage every member of the KKE team to exercise

a high degree of autonomy in the management of their
time. They are encouraged to devote 20% of their working
time to “shadow work”. Our view is that projects delivering
satisfaction to both our clients and our people are excellent
projects destined to be commercially successful.

IAIMEMEDHERS (20044565 HA~200846/5 FA)

Trend of added value

(from fiscal year ended June 2004 to fiscal year ended June 2008)

(BAM/Millions of yen)
6,000

5,000

4,000

3,000

2,000
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2004 2005
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ANGEE (U INRT 1y b EEE)
Labor cost (Including incentives)
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2007 2008
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Factors Underpinning the Increase in Added Value

Human Resources + Environment

As a knowledge-intensive company, our focus on Human
resources and our working environment underpins our
growth. Our employees are team players, eagerly helping
one another by advising on solutions and contributing
their technical skills. This mentality makes the sharing of
knowledge and know-how second nature throughout

KKE. We have always emphasized the cultivation of an
environment conducive to information sharing. In order

to make the knowledge, technological skills, and know-
how of individuals available throughout the organization,
broad and deep communication among our people is more
important than IT systems. Accordingly, we have adopted a
flat organizational structure. Also, based on the conviction
that thinking outside the box and fruitful communication
cannot be achieved by a top-down approach, | have sought
to give all our people plenty of autonomy and to encourage
them to exercise discretion.

Cross-departmental integration of technologies leads to
new solutions, which we propose to prospective clients so
as to win new projects. This ongoing process is the lifeblood
of KKE.

We concentrate on developing human resources
capable of originating excellent proposals based on KKE's
intellectual property by providing an autonomous,
decentralized, free and vigorous workplace environment.

Collaboration with academia and overseas clients

Our long track record of involvement in successful
collaborative projects utilizing successive state-of-the-

art technologies has enabled KKE to continually refine its
expertise and retain its position as a source of high-tech
solutions. While emphasizing field experience, we are eager
to acquire the latest knowledge through collaboration with
universities and research institutes as well as through joint
research with clients.

REAEE
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Growth of Added Value and Return to Stakeholders
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Targeted Added Value Growth Rate

As a knowledge-intensive company, we aim to increase total
added value at an annual rate of 10% by raising added value
per employee, expanding the scale of the business through
an expansion of the workforce, and increasing profits by
investing in new businesses.

Return to Stakeholders

- Clients
Introduction of new technologies and promotion of
collaborative projects

- Shareholders

Payout ratio of 30%

Higher financial performance over the long term and
improved financial position

- Partners
(universities, research institutes, and overseas companies)
Investment in partners to promote collaborative research

- Employees
Diversification of incentives, education and work styles

{FINEERRED-HDIER Three Sources of Future Growth

FRE— A& Y fFhN{fE{Eup
Increase added value per employee

BBl & ZRRDIEKX

Expand the scale of business by expanding the workforce

HRRER - REIC KL ZMEEKX

I fERSER
10%H2E/F

Total
added value:
An increase of
approximately
10% per year

Increase profits through investment in new business

BAT—=I RIVE—AOFINEEDBEESE  Optimum distribution of added value to stakeholders

7 LU EAL [ - () BER RS,
HETOU TS e . T — b LRSS
Introduction of new EE & L o A Investment in partners
- ) Clients K - Partners B
technologies and promotion P . to promote collaborative
of collaborative projects > /. research
/ : O fmnEEOEA \
Increase |
‘ . total added value :
BEHEE30% / \ / _
) : - . ’ i N
EHGEEOIA L ® . : . SRS
e / - TIVIRRT 1w b

Payout ratio of 30 % " N
) ; Shareholders
Higher financial performance

over the long term and

improved financial position

HERE., BEHDOERKIE
Diversification of
incentives, education and
work styles
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rocking suppression
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KKE's Commitment to a Sustainable Society

Reflecting the desire to achieve both economic growth and environmental
protection, there is increasing interest in the concept of a sustainable society.
The Asagaya Project in which KKE is involved is designated as a national pilot
project to realize houses with ultra-long life. Since the average life of houses in
Japan is about 30 years, creation of houses that can last 200 years will require
technological breakthroughs and data-driven maintenance. To this end, KKE
has introduced the SMILE System in response to the need for energy saving
and information management. Also, KKE has employed a three-dimensional
seismic isolation system in an actual building, the first of its kind worldwide. We
are resolved to contribute to the realization of a sustainable society through
realization of ultra-high-performance buildings with long lives and by publicizing
technological progress to ensure widespread application of new technologies.

§” SMILE System in Response to the Need for
«= ¥ Energy Saving and Information Management

The Internet-based SMILE System enables residents to manage information on
the design and construction of their houses, inspection and repair histories, and
information on housing facilities and durable goods. This system allows integrated
management of information on houses, which was previously scattered among
builders, sales companies and homeowners, so that it can be used proactively.
By ensuring homeowners are aware of the need for appropriate and timely
maintenance of their houses, this system will help extend the lives of houses.

For example, when improving a house, using the SMILE System, residents
can provide detailed information on the design and construction of the house
to a contractor that will help the contractor do a better job. Because the system
keeps records of building materials used and facilities installed, including home
appliances, in the event of a problem, such as a product recall, a quick response
will be possible. It is envisaged that in addition to the information related to
maintenance of houses, the system will be used for management of energy
consumption, such as electricity and gas, as well as financial information about
stk mortgages etc.

air spring

SRARBLEE
3D seismic base
isolation system

RRTAE T
high-damping
laminated
rubber bearing

@ The World’s First Practical Application of
== %" a 3D Seismic Isolation System

Whereas conventional seismic isolation systems are only effective for horizontal
vibrations, KKE's three-dimensional seismic isolation system can also reduce
vertical vibrations. While achieving horizontal seismic isolation performance on a
par with that of conventional seismic isolation structures (reducing acceleration
wEE to one eighth), a three-dimensional seismic isolation system consisting of eight
Al units installed underground reduces acceleration of vertical motion to between
one-third and a half.
S Buildings equipped with this system are expected to be able to withstand
shear-force transmitting steel bar earthquakes as strong as the Great Hanshin-Awaji Earthquake that struck Kobe in
1995. As well as absorbing initial sudden vertical earthquake motion, this system
offers higher performance than conventional horizontal seismic isolation systems
for prevention of damage to furniture and fixtures in rooms.

" KKE’s Expertise in Coordinating Collaboration Involving
For rocking motion -"*{*' Industry, Government and Academia to the Fore

KKE collaborated with Shimizu Corporation and Kayaba System Machinery Co.,
Ltd. in the development and practical application of the three-dimensional
seismic isolation system Hyper Air Suspension. We also received guidance from
Dr. Takashi Fuijita, Professor, Institute of Industrial Science, the University of Tokyo.
Regarding the SMILE System, KKE and several other companies have established
a limited liability partnership for collaborative research based on the vision of Dr.
Tomonari Yashiro, Professor and Deputy Director General, Institute of Industrial
Science, the University of Tokyo.

Since the foundation of KKE, while refining our own technologies through

EEOHOTNEEEL. O I8 involvement in cutting-edge projects, we have also been eager to acquire
[HEIENS, the latest knowledge through collaboration with universities and research
CREISA A AZ DRI B, institutes as well as by engaging in joint research with clients. The three-

- Oil in pipes flows in opposite directions q q q . A
and suppresses rocking motion. dimensional seismic isolation system and the SMILE System are outcomes of such

« Damping by oil damper tuning. collaboration.
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Financial Section
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Key Performance Indices

I IR251E  Profitability
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I hEM  Efficiency

HEE—ANHUELS MEE—AH) LRI B EEERR
Net Sales per Employee Net Income per Employee Total Assets Turnover
(FF3/Thousands of yen) (FF3/Thousands of yen) ([E/Times)
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GF) MEEEINEE. T+~ FRE. BREESA TH Y EHEA. Note: The number of employees does not include employees on leave, expert members, and temporary employees.

I — LY DFT—4 PerShare Data

—RRH ) HRRRF — MY VEYE —RE T AR

Net Income per Share Cash Dividends per Share Net Assets per Share
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I ZDMIFEEIE  Other Performance Indices

TYyb e TOAT 4 LYF HRAEEEER MERERL R

Debt Equity Ratio Price-Book Value Ratio Dividends on Equity
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Balance Sheets (as of june 30,2004, 2005, 2006, 2007 and 2008)

Thousands of yen

T
- | 2004l 2005 __2006] 2007 2008

BEDT ASSETS
TRENERE Current assets 3,568,340 3,351,701 3414994 3611944 3,194,021
ReRUES Cash and deposits 583,803 303,795 386,311 207,460 133,673
AT Trade notes 36,374 122,551 75,721 134415 78,330
FhE Accounts receivable 1724108 1873273 1511322 1642271 1,483,121
BfEEs Marketable securities 5,799 - - - -
Eqoli! Other 1218254 1052079 1441638 1,627,797 1498895
BEEEE Fixed assets 6,756,067 7,001,049 6952105 6923287 6,976,482
BREEERE Tangible fixed assets 5739355 5640373 5524296 5474788 5429678
EVEEEE Intangible fixed assets 490,553 471,088 471,908 376,824 334,264
REZDMDEE Investments and other assets 526,157 889,587 955,900 1,071,674 1,212,539
HESH Total assets 10,324,407 10,352,751 10,367,099 10535231 10,170,504
BEDER LIABILITIES
Pz i=Li=t Current liabilities 3294932 3670883 3812681 4271699 3,957,428
BhHE Accounts payable 418,844 523,343 598,872 672,499 517,439
SHRfEAS Short-term borrowings 500,000 700,000 730,000 450,000 980,000
1 EURISRETEDRBEAE  Long-term debt due within one year 1,252,500 1,190,000 1,165,000 1,115,000 957,500
Z DAt Other 1,123,587 1,257,539 1318808 2,034,199 1,502,489
BEEEE Fixed liabilities 3,867,116 3,626,701 3146213 2448618 2,061,777
RHfEAS Long-term debt 3211,250  2,606250 2,071,250 1,422,500 1,035,000
RERE(T5 1 HS Accrued severance benefits 521,716 886,301 955,553 986,118 986,777
RERBATE | He Retirement allowances for directors and corporate auditors 134,150 134,150 119,410 40,000 40,000
afE&H Total liabilities 7162049 7297584 6958894 6720317 6,019,206
BARDER SHAREHOLDERS' EQUITY
BARE Common stock 1,010,200 1,010,200 = - =
EAFIRE Additional paid-in capital 1,131,000 1,130,825 - - -
MR RS Retained earnings 1,069,407 1,017,195 - - -
Z DB MRS HMh A S Net unrealized gains (losses) on securities 7,150 6,245 - - -
Btk Treasury stock A55400  /A109,300 = = =
BxaE Total shareholders’ equity 3,162,358 3,055,166 = = =
a5 - XA Total liabilities and shareholders’ equity 10,324,407 10,352,751 - - -
FIEEDES NET ASSETS
BREEA Shareholders’ equity - - 3381840 3816423 4,122,958
= Common stock - - 1010200 1,010200 1,010,200
BEARFRE Capital surplus - - 1,130229  1,122392 1,113,312
R RE Retained earnings = - 1318865 1,822,824 2,174,568
Bt Treasury stock = - A77453 A138992  A175,122
5 - R EERE Valuation and translation adjustments - - 26,364 A1,509 28,339
Z DA MRS A RS Unrealized gains (losses) on securities, net of taxes - - 26,364 A1,509 28,339
WEESE Total net assets - - 3408204 3814914 4,151,297
a8 - IEERE Total liabilities and net assets - 10,367,099 10,535,231 10,170,504
() RBHRSBETHRBEIVIRTTHRRLTEY E9, Note: Amounts are rounded down to the nearest thousand yen.
&R W& BrFadEEs
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Statements of Income (vears ended June 30,2004, 2005, 2006, 2007 and 2008)

Thousands of yen

T
| 2004/ 2005 _2006] _ 2007 _ 2008

FLm Net sales 8877414 9473576 10323490 11213347 11,322,287
75 LR Cost of sales 5956550 6444530 6,753,701  7519,783 7,172,554
Dl v ilEa Gross profit 2920864 3,029,046 3569789 3,693,563 4,149,733
IRFsE N — R EEE Selling, general and administrative expenses 2,546,162 2478915 2,820,147  2,605391 2,907,010
EER Operating income 374,701 550,130 749,641 1,088,172 1,242,723
EEINNEE Other income 16,169 18,758 22,798 34,569 30,119
EXENEH Other expenses 115,904 106,503 96,166 100,203 102,958
IREH Ordinary income 274,967 462,385 676,273 1,022,538 1,169,885
LSl Extraordinary income 64,172 - 26,367 124,258 2,245
ESHEEES Extraordinary expenses 172,419 384,526 35,739 47,031 223,467
5 | Bl SRR S Income before income taxes 166,719 77,858 667,402 1,099,765 948,663
EANFL, ERFRUEER Income taxes—current 214,399 293,000 399,389 570,000 353,794
BEEEAE Income taxes for prior years - - - - 78117
BN SRR Income taxes—deferred A130477  A222789  A92976  /A82919  A15206
ZHERRIA Net income 82,796 7,647 360,988 612,684 531,957

() RBWMSBEITHRBETVIRTTERRLTEY ET, Note: Amounts are rounded down to the nearest thousand yen.

Frvyoa - 70—FEHE cR308Ic&T LissitEm)

Statements of Cash FIows (vears ended June 30, 2004, 2005, 2006, 2007 and 2008)

Thousands of yen

M
| 2004 _ 2005] _ 2006] _ 2007] _ 2008

BEEHICLZFvva - 70— Cash flows from operating activities 926,591 621917 898,652 1,168,201 521,694
BEFRCLDF vy - 70— Cash flows from investing activities A63270  A320426 A259974 A191570  A356,503
BIHEENC LB+ v v a1 - 70— Cash flows from financing activities A684532 A581,498 A556,161 A1,155438 A238519

ReROREFEIICHRDEEETE  Effect of exchange rate changes on cash and cash equivalents - - - A4 A\458
ReROFRLEEYDENM - B8 Netincrease (decrease) in cash and cash equivalents 178,788  /\280,007 82515 A178850  A\73,787
ReRUReRASFMOHE RS  Cash and cash equivalents at beginning of year 405,014 583,803 303,795 386,311 207,460
ReRUReEFMOEFRI S  Cash and cash equivalents at end of year 583,803 303,795 386,311 207,460 133,673

() BWSBEETHARBEYIVIRTTERRLTEY ET, Note: Amounts are rounded down to the nearest thousand yen.

DRRERE BAAERE Frva-TO—
R&D Expenditure Depreciation and Amortization Cash Flows
(BAF/Millions of yen) (BAM/Millions of yen) (BAF/Millions of yen)
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Statements of Changes in Shareholders’ Equity (vears ended June 30, 2007 and 2008)

HREZA  Shareholders’ equity
EAE|SRE  Capital surplus

BEXE

EXNERE TOMEARRE BARRESEE
Common stock

Capital Other Total

Thousands of yen

T

Fl#FRE  Retained earnings
Z DFIERIRE
Other retained earnings

I BEEEEERRIS
TOTTLEEBE oo e foradvanced

reserve capital surplus  capital surplus Reserve for depreiation Of
programs fixed assets
200756H3085% 5 Balance at June 30, 2007 1,010,200 252,550 869,842 1,122,392 70,103 30,190
EXEFEROEHE Change in items
FIREDEL Cash dividends paid
AR 2 Net income
B ekt Disposal of treasury stock /9,080 /\9,080
B DEUS Acquisition of treasury stock
7005 LEEme DR Reversal of reserve for programs A41,136
= g L - Reversal of reserve for advanced
(&7 FE FEME AR T S DR depreciation of fixed assets 41,704
25415 o Reversal of reserve for
RERUEEDAE R & DR special depreciation
HEEARLANDIEED Change in items other than
SEFEFOLHE (FiER) shareholders’ equity
EXFENOEHESH Total change in items - - 29,080 A9,080 A41,136 A1,704
200868308 %= Balance at June 30,2008 1,010,200 252,550 860,762 1,113,312 28,966 28,486
#EZA  Shareholders’ equity
FEE|RE  Retained earnings
ZOMFIEFIRE - . MEBAAS
Other retained earnings # \Jﬁﬂﬁa‘%ﬁﬁ Ereaafi?yt TotaIEI
BREERS RIS BEHAXEIRS retained stock dhenclielE e
Reserve for General Retained earnings earnings Sy
special depreciation reserve brought forward
2007F68308%E Balance at June 30, 2007 2,065 100,000 1,620,464 1,822,824 /138,992 3,816,423
EEEETOEEE Change in items
FREBDEY Cash dividends paid A180,213 A180,213 180,213
LHAF 2R Net income 531,957 531,957 531,957
BHoGR D05 Disposal of treasury stock 28,659 19,579
Bkl OEE Acquisition of treasury stock 64,789 64,789
70795 L\EEERDRER Reversal of reserve for programs 41,136 - -
o - o Reversal of reserve for advanced
[ S FE AR T 2 DR depreciation of fixed assets 1,704 B -
4 o Reversal of reserve for
T RMEHNZE (S DEEA special depreciation 2,065 2,065 - -
HEERLUNDIBEE D Change in items other than
FEFEFOZHE (WEE) shareholders’ equity
BEFEROETEFHESH Total change in items 2,065 = 396,650 351,744 36,130 306,534
2008%6H308 %= Balance at June 30, 2008 = 100,000 2,017,114 2,174,568 A175122 4,122,958
S - HEEES
Valuation and translation adjustments
ZOMEEES - REsEs  WEESE
HiEEES st Hhaca
Reservefor  Total valuation netassets
special and translation
depreciation adjustments
2007%6H308%= Balance at June 30, 2007 A1,509 A1,509 3814914
EEFEFOEHE Change in items
FlREDEY Cash dividends paid 180,213
= HAER 2 Net income 531,957
B e Disposal of treasury stock 19,579
BEMA OIS Acquisition of treasury stock £\64,789
70935 LEE mEOREE Reversal of reserve for programs -
o g L - Reversal of reserve for advanced
(B 8 A FE AR L 2 DA depreciation of fixed assets :
45 - Reversal of reserve for
RIBUHE RS O special depreciation .
HEEARUNDIEE D Change in items other than
EEETROTHE (W) e 29,848 29,848 29,848
EEFEROEEESH Total change in items 29,848 29,848 336,382
2008E6H308 %= Balance at June 30,2008 28,339 28,339 4,151,297

() BWSBEITHRBEUIVIRTTHRRLTEY ET, Note: Amounts are rounded down to the nearest thousand yen.
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Corporate Data (s of June 30,2008)

oS MR WSSt EBZERT
O1IFHH 19594 (HAF1344F) 5H6H
O=ErE 1,01085H

[ E= S IVIZT7ITAVINT AT

JATLYV ) a— 3
AR S/AVA VR <Y

[ JnE3=E:4 507\
L E==Siiieau)
ANFR T164-0012
RRE RS X AHET4-38-13
BARIVA S AV REEAN
ANFHTER T164-0011
RREPEHXFRA-5-3
KBzt T541-0047
RIRAFABR ™ R RECAERE]3-6-3
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FUNSZFR T802-0001
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[ PPSCEl 68308
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@it I— K 4748

@R RIS 9B%
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@I TEMRIURER 6,106,000%%

OFREH 2,180%

OI=HT ARES F=F (1,265F#F)
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O=FEEAA FEEEIAAN

@Company name KOZO KEIKAKU ENGINEERING Inc.
@Date of establishment  May 6, 1959
¥1,010,200,000

Engineering consulting

@®Common stock

@Business
Systems solutions

Products services

@Number of employees 507

@Directory
- Head Office
4-38-13 Hon-cho, Nakano-ku, Tokyo 164-0012, Japan

« Head Office, New Annex
4-5-3 Chuo, Nakano-ku, Tokyo 164-0011, Japan
+ Osaka Branch Office
3-6-3 Awaji-cho, Chuo-ku, Osaka 541-0047, Japan
« Kyushu Branch Office
2-14-1 Asano, Kokura Kita-ku, Kita Kyushu, Fukuoka 802-0001, Japan
« Chubu Sales Office
1-3-3 Sakae, Naka-ku, Nagoya, Aichi 460-0008, Japan

- Kumamoto Office

1315 Muro, Ozu-machi, Kikuchi-gun, Kumamoto 869-1235, Japan
« Shanghai Rep. Office
1000 Lujiazui Ring Rd., Pudong, Shanghai 200120, China

@Fiscal year-end June 30
®Listing JASDAQ
@Initial public offering March, 2000
@Securities code 4748

@General meeting of shareholders

September

@Number of shares of common stock authorized to be issued
21,624,000 shares

@Number of shares of common stock authorized and outstanding
6,106,000 shares

@®Number of shareholders 2,180

@Principal shareholders  Tokiko Hattori 1,265 (in 1,000s)

Mitsubishi UFJ Trust and

@Transfer agent

Banking Corporation

®Independent certified public accountants

Tsukiji Audit Corporation

FRERBLICET 2XBEIR
TDAYNRZ=ZAA RITIE. HHEDIFRIC DV T DOFHEPEBE, 2
EY5FESFIORBLOBEDNEENTHYEY, INSDERRIEBED
ERTIIG L HUHREBRTREBAIEGIERD SHMT LIRES L UFE
[CEDCRIAHTY, &fe, BEEERITBII B LVEHS. THFRE &
FEZICODDD ) AT PIEREZRRGECEATHET, LIhoT
INSDFRICET B DHCBEIEETNENL S BENWLE
T, RBOMREPEBILHDEREFREDHENSH D LETHEABE
<fEEL,

Cautionary statement regarding forward-looking statements

This Investors’ Guide contains forward-looking statements related to such
matters as the Company’s plans, strategies, and financial results. These forward-
looking statements are not historical facts; rather they represent the Company’s
assumptions and beliefs based on the information currently available and involve
risks and uncertainties concerning fierce competition in the industries of the
Company’s clients, market demand and systems. Therefore, you are advised to
refrain from making investment decisions relying solely on these forward-looking
statements. Actual results and performance may differ materially from those
discussed in the Company’s forward-looking statements.
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URL: http://www.kke.co.jp
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