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am pleased to report to our shareholders and investors on the business performance of Kozo Keikaku Engineering Inc.
(KKE) in the fiscal year ended June 30, 2007.

Thanks to the brisk performance of our clients” industries, the business environment in which KKE operates has
steadily improved. In addition, the breadth and depth of our technological capabilities is evident in the confidence our
clients have in us, while our expertise as a specialist in structural design has become more widely recognized in society.

As an independent enterprise dependent on our own resourcefulness, we worked to strengthen sales capabilities in order
to secure orders. At the same time, we focused on cultivating proposal capabilities so as to provide solutions to clients
through cross-departmental integration of our technologies and know-how. As a result, for the fiscal year ended June 30,
2007, which was the final year of the three-year mid-term business plan, net sales amounted to ¥11,213 million, operating
income was ¥1,088 million, ordinary income was ¥1,022 million, and net income was ¥612 million. We attained the
numerical targets of the mid-term business plan.

Our clients are principally engaged in the telecommunications, construction, and manufacturing industries.

Regarding the telecommunications industry, we continued our efforts to seize the initiative by increasing the proportion
of our business that does not consist of contracted development projects. In view of the industry’s high motivation to invest,
we introduced the QualNet network simulator, thereby strengthening our ability to make proposals on communication
control technology. Our technology and proposals were favorably received, resulting in an increase in business for which we
are the principal contractor.

With respect to the construction industry, where a scandal concerning falsification of earthquake resistance data on
buildings that came to light in late 2005 prompted greater awareness throughout society of the importance of the safety of
buildings, we have received an increasing number of inquiries based on our track record in structural design. Also, in line
with increases in land prices, particularly in central Tokyo, interest in real estate has increased for both existing and new
buildings. As a result, we benefited from rising demand for seismic-isolation, vibration-damping, and earthquake-resistant
technologies, an area in which we excel, that is essential for ensuring the safety and security of buildings.

In manufacturing industry, our business was previously dependent on CAD products, but the range of systems and
services we offer has expanded to include analysis software for design engineers and logistics simulation. We are putting in
place an organizational structure that will facilitate in-house information sharing and allow us to approach prospective
clients throughout manufacturing industry.

In all these endeavors, I would greatly appreciate your continued support.

Shota Hattori, President and CEO
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Five years have passed since I became the CEO of KKE. In the first phase, I have focused on achieving a decisive recovery of
KKE’s financial performance. In the next phase, I intend to pursue the growth of KKE as a knowledge creating company
acting as a bridge between academia, including universities and research institutes, and companies. Inspired by our “Good to
Great” watchword, we recognize that, in addition to experience and expertise, a corporate structure and culture embodying
high ethical standards are prerequisites for earning the confidence of clients. We have been responding to our clients’
expectations by proposing solutions harnessing our technological prowess and experience adjusted to their budgets and data.
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 to June 2008, we target net sales of ¥11.6 billion, operating income of ¥1.28 million, ordinary income of ¥1.2
billion, and net income of ¥660 million. While supporting the professional development of everyone at KKE in an
autonomous, decentralized workplace environment, we will focus on business capitalizing on intellectual property so as to
achieve the uninterrupted sound growth of the company.

With the aim of contributing to progress as one of Japan’s leading knowledge creating 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.
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“KKE is a professional engineering service firm that
bridges academia with the corporate world”

¢ Pride in technology and quality

* Collaboration capitalizing on diversification

* Feedback accelerating the integration of knowledge
* Speed keeping us always at the leading edge
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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 FRLU— 3V - UH—F (OR)
anything happening in Japan at that time. = - A
He returned to Japan determined to apply the power and Operations Rescarch Division established
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 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.
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Simulation-based system efficiency evaluation business launched
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Software development business launched, taking advantage of the early in-house introduction of computers
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1969: Establishing a subsidiary in U.S. Research on software engineering to enhance development
Starting entrusted development of software efficiency 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

Development of organizational software started
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v 1956 : IREBIERBESTERFFIE LTRI— b
1956:Makoto Hattori Kozo Keikaku Engineering established
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Founder went to U.S. to investigate (BA7)., #&ERsHcaOYEa—58A) BT - MRS 20— 3 VD%
the usage of computers 1961: IBM1620 introduced FACOM 23060 supercomputer introduced

Japan’s first application of a computer to structural design Resiarchkofnqmerica] A““"ll]YSi‘S and
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» Computerized general-purpose structural analysis BUOWea Y)bra 5
* Dynamic vibration analysis and elasto-plastic analysis by QOBEERE - SRS HEGEY
finite element method * Examination of earthquake resistance of nuclear power
* Dynamic earthquake resistant design plant
» Structural design of high-rise W * LNG base reliability evaluation
* Earthquake wave simulation

e Structural design of high-rise buildings and large-scale

special structures

buildings d
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Simulation-based decision-making
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Development of tools applied in

consulting
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* Computer interview-based conjoint analysis

* Marketing science-based consulting

1985 | &GN EFTEHZRFD
FXAUADTIY N1t &Rt
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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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
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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
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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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Start provision of solutions for housing and houschold
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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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
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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
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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
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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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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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Development of services integrating I'T and disaster prevention

OEHRHEE - TOY 1Y MEEASPY—EX

O EIRERITY S 2 —Ya Y

@it X U

O =aL—3Y

* Information sharing/project management ASP services
* Simulation-based traffic vibration analysis

* Earthquake risk evaluation

* Disaster prevention simulation
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Market Environment

Serving the Construction 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, Kozo Keikaku Engineering (KKE) started out as a
design office specializing in large-scale buildings and introduced a
supercomputer 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.

Serving the Information and Communication Industry
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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 supercomputer 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, we have earned
the trust of clients over the long term.
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Serving Manufacturing Industry
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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 structural design of houses.

Technologies accumulated in the field of CAD and other
drawing-related fields are utilized in a housing design simulation
service allowing, for example, simulation of a system 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 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
flows of people and goods. This approach has led to a variety of
new business opportunities that we are eagerly cultivating. One
new business concerns decision-making support services utilized
in marketing, allowing performance of various simulations, for
example of the projected market share etc. 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 projects where flows of people are monitored by
video sensor technology.
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Record Highs for Net Sales and Profits

As our clients’ industries enjoyed brisk business conditions, our ongoing efforts to strengthen proposal-driven sales yielded
good results. Continuing from the previous year, order-taking was brisk. High-value-added proposals resulted in the
securing of orders for projects with high profit margins.

While focusing on developing human resources through practical experience gained in the field, we also promoted
recruitment of excellent engineers from outside KKE. The rising utilization rate in line with the increase in orders received
and the reduced cost burden owing to withdrawal from unprofitable business, notably sales of architectural civil engineering
CAD products, also contributed to higher profits.

As a result, KKE achieved record highs for both net sales and profits.




TI XY MliEER

Overview by Business Segment

IVI=Z7UvF3Y9Ib57 19 Engineering Consulting
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Net Sales

Fo LR
Cost of Sales

Pl eIy
Gross Profit

Fo L HAR R
Gross Profit Ratio

3,662558

¥3,662 million

2,412s5m

¥2,412 million

1,250&75m

¥1,250 million

34.1%

34.1%
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¢ At the upstream process of software development, brisk order-
taking for formulation of core concepts, which requires
advanced technological capabilities, and for R&D

* Brisk order-taking for structural design for buildings and
earthquake-resistance- and disaster-prevention-related
consulting services amid rising interest in building safety in
Japanese society

IATFLYVYUa1—23 Systems Solutions
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Net Sales

5t LRI
Cost of Sales

bl oIy
Gross Profit

FE SR SR
Gross Profit Ratio

511758

¥5,117 million

3,532558

¥3,532 million

1,585=5m

¥1,585 million

31.0%

31.0%
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* Major telecom carriers’ increased motivation to invest in IT

* Continued order-taking for development of infrastructure
monitoring systems thanks to high evaluation of our technology
and quality

* Vigorous development of structural design support systems for
major housing manufacturers

JO44vHY—ERX Products Services
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Net Sales

el i
Cost of Sales

Pl eIy
Gross Profit

Fo_LHAR R
Gross Profit Ratio

* I AV MOFTLERMICE. SEERFEBPIDRFTEZMELTHO

F9o

*Cost of sales of this segment includes selling expenses

2,433s58

¥2,433 million

1,857=5m

¥1,857 million

57555

¥575 million

23.6%

23.6%

attributable to a specific sales department.
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* EFD.Lab thermal fluid analysis software, a mainstay product

* Robust sales of QualNet high-speed, high-precision network
simulation software

* Vitracom SiteView and Cam IQ, recently released image
recognition software products, already contributing to sales
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(BM/Millions of yen)

[ 1BEREE & & ZDAth #® &t

Information
Construction and Manufacturing Other Total

Communication
IVIZF7UIaA8IT 10T 1.622 495 378 1,164 3,662
Engineering Consulting (14.5%) (4.4%) (3.4%) (10.4%) (32.7%)
YATLYVYVa1—-3y 586 2,522 1,781 227 5117
Systems Solutions (5.2%) (22.5%) (15.9%) (2.0%) (45.6%)
JO59YH5—ER 416 588 457 971 2,433
Products Services (8.7%) (5.3%) (4.0%) (8.7%) (21.7%)
# Bt 2,625 3,607 2,616 2,363 11,213
Total (23.4%) (32.2%) (23.3%) 21.1%) (100.0%)

* () AIFRTLESICADDEE

*Figures in parenthesis are % of total sales.

EYRAEIXESF )L © Business Earnings Model

JOY U Mg
'IAV b INERDIRR JOYIJhTH Project amount %
Segment Source of revenues Project period JOY U MY Client
The number of project

=504 (44.4%)
Construction
. . — . =~ T % ~%
TYYZFUYY  DVBLFAVIRA oo ST REE ATRA~EER 2y (31.8%)
- — . From several days to approx. 3 months Several hundred
VYT 422  Consulting fees = LDt LIS, 18l N d Other
Engineering (R RGBT —y) (o o en PR e e (13.5%)
. . Sales are recorded following delivery  several ten million yen ..
Consultlng (Deliverables are reports and data) d clients’ . ” 1 626 Telecommunication
and clients’ receiving inspection , - (10.3%)
Manufacturing
RS (49.3%)
SIZAT o e Tel icati
YRFL AT I~ saE BIRF-BE g (348%)
- . Revenues from development ~ From 1 month to around 1 year Several hundred = . .
YVUya—v3y - _ o 9 Manufacturing
Svstems of systems 7o LDET 3. I thousand yen to several e (11.5%)
Szlu - (HRYIFY T D T77)  Sales are recorded following delivery  hundred million yen - Dn cruction ’
: U . onstructio
(Deliverables are software) and clients’ receiving inspection 2,157 2Dt ( 4.4%)
Other
ZDfth (39.9%)
I\ —Y T NERGE - w " Other
o5y it S - RO (24.2%)
2 _ N5 LB R UHIEE £ Several hundred ..
J—EX [CKBDULA Sal ded i diacel i : Telecommunication
Products Revenues from sales e e recolr S tmentey fhousan yen. t(.) EOCES (18.8%)
Servi lover the period several ten million yen .
ervices of packaged software 5950 Manufacturing
user support and education ' f=550d (17.1%)
Construction

* 7OV 1 MIF2007FE6BHIRE
*The number of projects is the result for the year ended June 2007

* (AR EIXY bRLESICEDDEE

*Figures in parentheses are percentages of segment sales.
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Seasonal Fluctuation

4—6AH 7—9R 10—-12A4 1—-3H 4—6AH
April-June July-September October-December January-March April-June
BE 551 P48 SEOPH ESCIIEn gam¥m
Clients Ist quarter 2nd quarter 3rd quarter 4th quarter
s 51 P04 ESRlIER LSRR SEAM
KKE Ist quarter 2nd quarter 3rd quarter 4th quarter
FIROFMEHICOWNT
bl

ZHHRELLTOI T bOWERIG. BEEEDSHFEEREDRDIBICERLET, MRk, BEATORNZRTHHE
FTLZESI EVWEUE T, CDfcsh. HrtldSBA+HICERDFT LEDA4ENF L2 LV LET,

&

HHDOREBOAFEAREDREGDTCVET . RTENU—REEEIFHZRL CHFICE LSNET, TDh, TLEEDZEHE
BDBARN'S. BHOPEZEBEHRFEED FHHICFIBENMBO D EVDIEANGDE T, BB, FEOOMELEBICHATIH LTS
IRFEAIFHE N L CBDERT,

Seasonal Fluctuation of KKFE’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 the receiving 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.

mAEARIDFE L& LHHR/ THEOREFIS
Quartery Sales Ordinary Income in the First Half and
the Second Half
(&73M/Millions of yen ) (B73F/Millions of yen )
12,000 11,213 1,500
1,167
10,000 1,022
| - 1,000
8,000
500
6,000 e

0
|
4,000 144
I»2,293
2,000 I I -500

r 1,584
-1,000

0 2005 2006 2007 2005 2006 2007
251 TUEER s
Ist quarter First half
F2MUER TE
2nd quarter Second half
EE3MMFH B
3rd quarter Full year
EEATUHER
4th quarter
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R LR CEO
BRER IEX

President and CEO
Shota Hattori

million.

ZHOEIRADEARE, HiffERBREBEORRICEDEEYU1—Y3VEULTRET DL
[CHDFRT, BFIFERTIMCEICHDNTHE D, 18RI O SERAREDE YR RAZITOTVERT,
HAIC70M LB BDEREME. BMPIDERZEMANZB U CTERICHIGDEN, #EYU1—Y
3VEUVTERICRESNTVEY, fIRIE. ADBEZYZ 10— 3209 5T EEDENZH#
MUBROERZE TS 25T, CNSZERMEL. BREHY S 21—y 3V UTEBRIEEDEE
[CRELCTVET,

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

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.

$BEEAE (coo7E7BES)
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THN@fEDIER Sources of Added Value

SHOBBRLFRERRE. [(BS) (NME=E%E+ A48 THO. COMMMEDRERREUTICRINDEHDOEIRAD
BHTY,

1. IBRREZEAFH

SHAARENRES UTRI. M. /0/\DET—PRE UTRELTVET, BRECENER 2RERERENICTU.
BT B — P R AR CHP IR TR 5 & S [CEEEa A S T E TR L TLET,

2. RETEDO NI & 25

K2 - BRI, O (— R — e DB TN A S < BEL. ZTNOEERE LCEBLTELRRN S, BE
DB U TCHRELRY ) a—Y 3 U ERRHITBEHIENTEET,
3. HEifiox—T %

BEOAS - R ORAREEL T8 SNCAHES) (— M —OBRERERS S — T S BVNCERT 2 &7
EXTVBIH. FERICHSTHUHU E RENSHEERET 5 R TEET,
4. BRE~DHLBEFER ] (MBS

VT N T PEREEIE D T SR DRI CORNICRE LY S — BRI, (BO0SFORM2007FORM)

Trend of added value
ERBEEEBKULTVWET., RIEROEEZT P TDTIFEL., BICRRBOREZBE (from fiscal year ended June 2003 to

FTEISILDSVEREEZEELTUVET, fiscal year ended June 2007)
N (E75F/Millions of yen )
5. HHRELEXREL . 6000

MERBD20%DY v R— - D—UZE[HTDEEBRENERBOENTHERS 5N
TVET, BEICEOTH, MEICE > ThREEDEWVLWIOY I ki TJOY o

4,000
rEENTLET,
................................................................................................................................................................. L 3,000
Our key performance indicator is simply added value, which Kozo Keikaku 2,000
Engineering (KKE) defines as the sum of operating income and labor cost. This
added value is rooted in the characteristics that define our business. 1,000

0
. 2003 2004 2005 2006 2007
1. Proposal-driven sales MR (TUYIRRT 1 MEEE)

As a knowledge-intensive company, our services include the provision of ! Labor cost (Including incentives)
: =Sl

Operating income

5,000

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 securing the understanding of 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.
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TINfEREZSZZDH® Factors Underpinning the Increase in Added Value

Al + 5]

ZHOBRZEZZDBDIEF. TAl + 5] TT, HHTIEF. EAORRICEDIABH® / D/\DZEEHTHEITORIC. BoTW
DAICHEREZRATED. Bifi CBIF S EICBUZERUDHENS{FRETDIENEEFREZRCLTVET. —AUEDICE
B TEBBRHEE LV SERED,. EHICEOIERICHET DKL DFBEDZRUINCULTET Ulc, BADHE - £ - / D/\D 7zl
DBHDICT B ETITYRAT LAKIDEELDIF. D227 —Y 3 VZEFERICTHIFTERIMED TI . TDeHT S v MEHERARIE U,
BREFEEEIZ 25—y aviE. by TITVTREFTNEVEVSBULNS, BIELU CER#BMICTED > TEX UL,

RATERPY7E R CHRAGOSNcHEME. LW U1— 3V ERD FERENSTOY I hMERET HEHNNHLHIT 5N
TWET,

BEELUC, COSFRIEFERDH CEERESHIED CRUTET Ul ROSFRB(GHHZE#HIC UTcRVRENTED Nz
[FTTEITENLTEVDETS

A% - FROTHSES, OV (— N —. B EDiEE . B
: ecruitment
BIZELIE., BRCEICREHmD IOV T bORTRIMZEE, by ILAN)LOEIIK o )
‘Number of people;
EEMFLTEELL, Fo. REORREBRLENSD, AFOHARBEOBSE 50 o
fElFBEEE DHEBARICKDERIHDOZDAFZE D AN, WHEZFIITLET, o
.................................................................................................................................................................... N
Human Resources + Environment I
Human resources and the working environment underpin our growth. Our 0 2003 2004 2005 2006 2007
employees are team players, eagerly helping one another by advising on solutions IS
and contributing their technical skills. This mentality makes the sharing of I;%\ngduates
knowledge and know-how second nature throughout KKE. We have always Mid-career

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, I 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.

As the CEO, over the past five years I have focused on cultivating an autonomous, decentralized, free and vigorous
workplace environment. In the next five years, I intend to concentrate on developing human resources capable of originating
excellent proposals based on KKE’s intellectual property.

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.
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HIMERROEET &
ME—ASZOOAMMEZENSEZ L. BEICLDREDEAZRD I, ZUTHRSEE - RECKDINWZENSEST

ET. ER %O NMIEFRERDENZBE L CENDET, (200746FHIRE 1.6%)
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OFE = FLLWEMZEEA, HET7OY 10 hEifE

OFk = BoHMH@30%. REANEZFEBEDILA S MFEARERE

@/(—hF— (K¥ - AREE - BIER) REZED. HEMRZHE

OFf § FEmLE. JUVIRRT 1w b, BB, BEADEHKE
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38R o

Three Sources of @ * Increase added value per employee 5% per year {hN{MiEseza

Future Growth 1 5%iE/4
emscLomEnmx 5%/F Total

added value:
* Expand the scale of business by expanding the workforce 5% per year An increase of
approximately

eiREE - RECKIIEL B%/E ‘ 15% per year
* Increase profits through investment in new business 3% per year
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Increase

total added value

O 14E30% OFEE L. _
BE |\ smwomseonce TUYVIRRT 4w k. i
Shareholders) gtz pragz HERE, @50, \Employees

* Payout ratio of 30 % * Diversification of

Higher financial performance  incentives, education and

over the long term and work styles
improved financial position

Targeted Added Value Growth Rate
We aim to increase total added value at an annual rate of 15% 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




BC (BEEfsE) YU 1—vay

Business Continuity Solution
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BC SOLUTION

Phase 2 >>
M

Phase 1 >>

i /) Analyi

Preparation

The Japanese archipelago is situated atop several tectonic
plates. Over the centuries, Japan has suffered from
numerous devastating earthquakes. The progress of
earthquake-resistant design in Japan owes much to an
earnest desire to protect people and secure safety.

In particular, following the powerful earthquake in
1995 that struck Kobe and surrounding areas, the urgent
need to implement countermeasures against earthquakes
was recognized. The Central Disaster Prevention Council
estimates that an earthquake with an epicenter beneath the
Tokyo metropolitan area (probability of 70% in the next
30 years) would cause damage amounting to ¥112 trillion.
Although the Japanese government has been
implementing countermeasures, such as a survey of active
faults and promotion of anti-seismic reinforcement of
buildings, medium-sized or larger companies are urged to
formulate business continuity plans in readiness for a
disaster as a part of self-help efforts to mitigate economic
damage, which is difficult to mitigate through
governmental efforts alone.
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Phase 4

£ 17
st IH| Implementation
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Phase 3 >>

What are Business Continuity Solutions?

We provide business continuity solutions so that our
clients that have office buildings, factories, data centers,
etc. will be able to continue business in the event of an
earthquake. The objective of business continuity solutions
is to minimize interruption of important operations by
securing anti-seismic safety of buildings, related facilities
and equipment. Business continuity solutions consist of
four phases: 1) preparation, 2) analysis, 3) planning,
and 4) implementation.

In the preparation phase, when a client initiates a
business continuity project, we diagnose earthquake risks
of sites based on building types and data on the
underlying geology. The risks are mapped on a graph
whose horizontal axis is the earthquake intensity and
whose vertical axis is urgency. Furthermore, in order to
clarify the current situation and issues to be addressed, we
conduct simple diagnosis of the amounts of damage
buildings would suffer.

In the analysis phase, various simulation methods are
applied to analyze the identified issues in more detail. For
example, it is not easy to determine the priority of sites to

be reinforced within a limited budget. However, it is
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important to propose the optimum solutions that suit the
client’s situation and preferences.

In the planning phase, we support preparation of
precautionary measures manuals, emergency manuals,
recovery manuals, etc. Business continuity of a client does
not only depend on earthquake safety of a particular
building. Relations between human resources, processes,
and other buildings are also important. An overview of the
client’s business and the business continuity plan obtained
through documentation support enables us to devise
solutions that are broader in scope.

In the implementation phase, we start anti-seismic
reinforcement design and design of systems that support
business continuity management. Capitalizing on our
technological prowess in seismic isolation and vibration
damping, we provide structural design attuned to clients’
needs in terms of location, budget and design.

KKE’s Services

* Preparation phase

Simple diagnosis of estimated amount of damage
* Analysis phase

Risk analysis: Earthquake ground motion assessment,

S\ KBt Subsurface soil
A#8 Rock strata \\\

.- =~

G Structural

. . ’
o
N engineering 4

Seene”

liquefaction risk assessment, fire risk assessment and

tsunami hazard assessment, etc

Business impact analysis, examination of the difficulty of
commuting, evacuation plan simulation, recovery plan
simulation

* Planning phase

Support for formulation of manuals for precautions,
manuals for emergency countermeasures, and manuals for
continuation and recovery

* Implementation phase

Seismic diagnosis, refurbishment design, design of seismic
isolation and vibration-damping of buildings.

KKE’s Strength

There is a great potential need for business continuity
solutions and several services are offered by competitors.
Our strength is in the analysis phase. Our capabilities
enable us to offer a wide range of solutions capitalizing on
our expertise in earthquake ground motion assessment,
seismic response analysis and structural analysis simulation,
which are used for earthquake risk assessment, and
evacuation simulation from a “soft” perspective.
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Key Performance Indices
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Net Sales per Employee
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Note: The number of employees does not include employees on leave, expert members, and temporary employees.
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EEWBRR EastEE683085E)

Balance Sheets (As of June 30, 2003, 2004, 2005, 2006 and 2007)

Thousands of yen
FH
2003 2004 2005 2006 2007
BEEDE ASSETS
MENEE Current assets 3,401,048 3,568,340 3,351,701 3,414,994 3,611,944
BENUES Cash and deposits 405,014 583,803 303,795 386,311 207,460
REFT Trade notes 40,944 36,374 122,551 75,721 134,415
ofE Accounts receivable 1,919,064 1,724,108 1,873,273 1,511,322 1,642,271
Btz Marketable securities 31,242 5,799 - - -
Z DAt Other 1,004,782 1,218,254 1,052,079 1,441,638 1,627,797
BEEE Fixed assets 7,077,563 6,756,067 7,001,049 6,952,105 6,923,287
BREEEE Tangible fixed assets 5,852,726 5,739,355 5,640,373 5,524,296 5,474,788
BIEEERE Intangible fixed assets 472,755 490,553 471,088 471,908 376,824
REZDMDERE Investments and other assets 752,081 526,157 889,587 955,900 1,071,674
BESE Total assets 10,478,611 10,324,407 10,352,751 10,367,099 10,535,231
BEDE LIABILITIES
e I=kE Current liabilities 3,419,030 3,294,932 3,670,883 3,812,681 4,271,699
HEHE Accounts payable 393,782 418,844 523,343 598,872 672,499
EEAE Short-term borrowings 1,130,000 500,000 700,000 730,000 450,000
1 FLURIORAFEDRBIEAE Long-term debt due within one year 1,225,000 1,252,500 1,190,000 1,165,000 1,115,000
Z DAt Other 670,248 1,123,587 1,257,539 1,318,808 2,034,199
ER=YE Fixed liabilities 3,940,370 3,867,116 3,626,701 3,146,213 2,448,618
RHEEAZ Long-term debt 3,233,750 3,211,250 2,606,250 2,071,250 1,422,500
REATE 1% Accrued severance benefits 355,740 521,716 886,301 955,553 986,118
REREREYS HE Retirement allowances for directors and corporate auditors 350,880 134,150 134,150 119,410 40,000
BEGE Total liabilities 7,359,401 7,162,049 7,297,584 6,958,894 6,720,317
BEEDER SHAREHOLDERS’ EQUITY
BAE Common stock 1,010,200 1,010,200 1,010,200 - -
BEAFIRE Additional paid-in capital 1,131,000 1,131,000 1,130,825 - -
FSRRE Retained earnings 1,046,471 1,069,407 1,017,195 - -
Z DA MRSl =2EE Net unrealized gains (losses) on securities 213,061 7,150 6,245 - -
BoHR Treasury stock A55,400 A55,400  A109,300 - -
BXSEt Total shareholders’ equity 3,119,210 3,162,358 3,055,166 - -
a8f& - BXEast Total liabilities and shareholders’ equity 10,478,611 10,324,407 10,352,751 - -
B EDES NET ASSETS
HEEAR Sharcholders’ equity - - - 3,381,840 3,816,423
BEAE Common stock - - - 1,010,200 1,010,200
BRFIRE Capital surplus - - - 1,130,229 1,122,392
FIRRRE Retained earnings - - - 1,318,865 1,822,824
Bo# Treasury stock - - - A77453 A138,992
Sl - HEEERE Valuation and translation adjustments - - - 26,364 21,509
ZFOME MRS Unrealized gains (losses) on securities, net of taxes - - - 26,364 21,509
EESS Total net assets - - - 3,408,204 3,814,914
B8 - EESE Total liabilities and net assets - - - 10,367,099 10,535,231
GF) EHEHFITHAXRBZYIDIBTCTRRLTHDEI . Note: Amounts are rounded down to the nearest thousand yen.
HwaE fiEE BHFaEES
Total Assets Net Assets Interest-Bearing Debt
(&3M/Millions of yen ) (&3M/Millions of yen ) (B73F/Millions of yen )
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IBIRETEE (BA308ICKT LIESAstFE)

Statements of Income (Years ended June 30, 2003, 2004, 2005, 2006 and 2007)

Thousands of yen
FH

2003 2004 2005 2006 2007

polin =) Net sales 8,819,276 8,877,414 9,473,576 10,323,490 11,213,347
Fo LRI Cost of sales 5,895,773 5,956,550 6,444,530 6,753,701 7,519,783
Fo_EHeR It Gross profit 2,923,502 2,920,864 3,029,046 3,569,789 3,693,563
RFTENU —REEE Selling, general and administrative expenses 2,621,434 2,546,162 2,478,915 2,820,147 2,605,391
el Operating income 302,068 374,701 550,130 749,641 1,088,172
(= AN Other income 25,708 16,169 18,758 22,798 34,569
SENER Other expenses 121,547 115,904 106,503 96,166 100,203
BEm Ordinary income 206,229 274,967 462,385 676,273 1,022,538
FRIF R Extraordinary income 4,165 64,172 - 26,867 124,258
ESlEEES Extraordinary expenses 112,907 172,419 384,526 35,739 47,031
5 BT HARGF Income before income taxes 97,487 166,719 77,858 667,402 1,099,765
ENBL ERTNUEER Income taxes—current 189,944 214,399 293,000 399,389 570,000
TENBEEE Income taxes—deferred A113,834  A130477 £222,789 £92,976  £82,919
B am I Net income 21,377 82,796 7,647 360,988 612,684

GF) SCEHESBITHARGEYDIZETTERRLTHEONEFT,  Note: Amounts are rounded down to the nearest thousand yen.

Frvya - JO—EE (6A30RICKRT LIcBRsEE)

Statements of Cash FIOWS (Years ended June 30, 2003, 2004, 2005, 2006 and 2007)

Thousands of yen
FH
2003 2004 2005 2006 2007
HEEECEDFryya - TO—  Cash flows from operating activities 663,627 926,591 621,917 898,652 1,168,201
BREEECLDFvyYa - JO—  Cash flows from investing activities £A299,467  A63,270  £320,426  £259,974  A191,570
BIEEENCLDF ¥y a - JO—  Cash flows from financing activities A161,761  A684,532  A581,498  A556,161 £1,155,438
RERUREEEYCHDEEETE  Effect of exchange rate changes on cash and cash equivalents 20 - - - 242
RERVREESYOEN - W% Net increase (decrease) in cash and cash equivalents 202,397 178,788 £280,007 82,515 2178,850
RENVREEEYOIERS  Cash and cash equivalents at beginning of year 202,616 405,014 583,803 303,795 386,311
RENUREFEYDEPRES Cash and cash equivalents at end of year 405,014 583,803 303,795 386,311 207,460
GF) EEHBBITHARBZIDBTTCERRLTHEDFT.  Note: Amounts are rounded down to the nearest thousand yen.
AR RSN ER Fvyva-TJO—
R&D Expenditure Depreciation and Amortization Cash Flows
(B85 Millions of yen ) (B75M/ Millions of yen ) (&3M/Millions of yen )
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Cash flows from financing activities




B4#515%8 © Financial Section

BEBEAREZTHEIEE (2006478 18H52007468308%T)

Statements of Changes in Shareholders’ Equity (Years ended June 30, 2006 and 2007)

¥REEAR  Shareholders’ equity
BAFIRZE  Capital surplus

Thousands of yen
T

FEEFIRE  Retained earnings

BAE BENERE TOMEAIRE EFFHREAH ZOMFIERIRE
Common Capital Other Total Other retained earnings
stock reserve Scuar};llt:lii Scuar};llt:lii RZSIE rfjof%ﬁﬁ - EE%E%@E&%
programs depreciation of fixed assets
2006f6H308%a Balance at June 30, 2006 1,010,200 252,550 877,679 1,130,229 130,716 32,102
EEFEHDEEER Change in items
FREDECH Cash dividends paid
HHARER Net income
Bkl Disposal of treasury stock A7,836 A7,836
HOHIOES Acquisition of treasury stock
TOIS5 LELEMEDEES  Reversal of reserve for programs 260,613
EEEELMEIIEDME  Reversal of reserve for advanced
depreciation of fixed assets A1,911
FrRIEB A ZE T DELER Reversal of reserve for
special depreciation
HREEARUNDIEED Change in items other than
EEFEROZENEE (1HER) shareholders’ equity
BEFEROEHRSE Total change in items - - A7,836 A7,836 260,613 21,911
200746H30B%S Balance at June 30, 2007 1,010,200 252,550 869,842 1,122,392 70,103 30,190
PREZEAR  Shareholders’ equity
FIIRFIRZE  Retained earnings
ZOMFIREIRZE  Other retained earnings ~ FIRFREA HoMl SEEAas
BRRERS BleEUS seimEse oo Treuy e
~ Reserve for General  Retained earnings carnings equity
special depreciation reserve  brought forward
2006%¥6H308%a Balance at June 30, 2006 6,780 100,000 1,049,266 1,318,865 AT77,453 3,381,840
EEFEPDEEER Change in items
FREDEY Cash dividends paid 108,725 A108,725 A108,725
I RAEF Net income 612,684 612,684 612,684
sy ==v0)ib:) Disposal of treasury stock 38,591 30,755
B CHIlOHIS Acquisition of treasury stock A100,131  A100,131
TOJS LFEEHEZDEES  Reversal of reserve for programs 60,613 - -
BT EEEMEEIIEDRER  Reversal of reserve for advanced
depreciation of fixed assets 1,911 - -
FRIEHIE R DR Reversal of reserve for
special depreciation 24,714 4,714 - -
HEERLUNDERD Change in items other than
BEFEROLEER (H1ER) shareholders’ equity
EXFEHROEHASE Total change in items 24,714 - 571,198 503,958  £61,539 434,582
2007%6H30B%S Balance at June 30, 2007 2,065 100,000 1,620,464 1,822,824 A138,992 3,816,423
S - B
Valuation and
translation adjustments
Unrealized gains (losses) Total valuation net assets
on securities, and translation
net of taxes adjustments
2006fF6H308%m Balance at June 30, 2006 26,364 26,364 3,408,204
BEFERDOZEH Change in items
FIREDEH Cash dividends paid 108,725
A HBfF Net income 612,684
Betklonsy Disposal of treasury stock 30,755
BHOKIOHE Acquisition of treasury stock 2100,131
TOUS5 LEEMEDEES  Reversal of reserve for programs -
B EEEMEEIIEDEAT  Reversal of reserve for advanced
depreciation of fixed assets -
FrRIB A 2E T DA Reversal of reserve for
special depreciation -
HREERLUADIERD Change in items other than
BEFEROLENE (F527) shareholders’ equity £27,873 £27,873 £27,873
BRFEPOTEESE Total change in items 227,873 227,873 406,709
200746H30R%S Balance at June 30, 2007 21,509 21,509 3,814,914

() EBEEFTHRBEVDECTCRRLTHBOET,

Note: Amounts are rounded down to the nearest thousand yen.
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@ Company name KOZO KEIKAKU ENGINEERING Inc.
@Date of establishment  May 6, 1959
@ Common stock ¥1,010,200,000
@Business Engineering consulting
Systems solutions
Products services
@Number of employees 524
@Directory
* Head Offfice
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
@ Sccurities 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 sharcholders 2,128

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

@ Transfer agent Mitsubishi UF] Trust and Banking Corporation

@]Independent certified public accountants

Tsukiji Audit Corporation

* FPRERBUICEHY FRFHE

TDAYRREI—=XFA RIClF, BHDIFEICDOVTDFEPHES. *iE(CHTD
FEBIORBUDERNZENTHED T, INSDERRISBEDERTIFEL,
DR R CIRETREFIERD SHIM U RED LOMEICEDIKRIAHTY.
Fle. FRFEFRICHBTDHLLES. TERE. FHEFCHDDHDUITPAR
ERMZRRESSATVERT, Lich' o T TNSDFERICET DDA
EBICEKESNEVNLSBRVVEULE T, REDHRPEBELHOEMRE (FEE

DBEDH D EETEMBELEE N,

% 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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