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S&C TOKYO/ALO 813-3213-647(

NO. 1030

November 15, 2002

Brief Statement of Interim Financial Results for the Fiscal Year ending March

Name of the Listed Company:

2003 (Consolidated

Keika Express Co., Ltd.

Securities Exchange where Listed:  Osaka Securities Exchange, Co., Ltd.

Security Code Number:

9374

URL: http://www.keikaexp.co.jp/

Location of Head Office:
For Inquiries:

US GAAP:

1, Consolidated Earnings of Interim Fiscal Year ended September 2002

Osaka-pref.

Telephone; +81-06-6907-5770 (Pilot Number)
Date of the Meeting of the Board of Directors approving the Closing Account;

November 15, 2002

Not applicable

Yuzuru Yanaka, Operating Officer and Accounting Manager

(1) Consolidated Operating Result '
Net Sales Operating Profit Recurring Profit
Millions of Yen 9 Millions of Yen 9% Millions of Yen %6
Interim Fiscal
g:;’t;‘;bd:f 18,181 ( 22.5) 478 ( 562) 578 ( 60.6)
2002
Interim Fiscal
Year ended
September 14,848 ( 18.9) 306 {A54.3) 360 (A50.9)
2001 ‘
Fiscal Year ended
March 2002 32,208 2,245 2,346
. . Interim Net Earnings per
Ingerim Net Earnings | Lo N;‘ Earnings per | o) re after adjustment of
potential shares
Millions of Yen % Yen Yen
Interim Fiscal Year
ended 347 ( — ) 45.26 45.22
September 2002
Interim Fiscal Year
ended A3 ( =) A9.T1 -~
September 2001
Fiscal Year ended
March 2002 1,053 138.33 138.22
(Footnotes: translation omitted)

P78
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(2) Consolidated Financial Condition

S&C TOKYO/ALO 813-3213-6470

NO. 1030 P

Net Assets Share Capital nga;fxsalm Staro Copltal per
Millions of Yen Millions of Yen 9% Yen
Interim Fiscal
;’gwﬁdb:f 18,833 6,130 326 798.86
2002
Interim Fiscal
g:g;;;‘g;d 14,196 4,922 347 649.36
2001
Fim;g;g"d 17,249 6,110 35.4 794.93
(Footnotes: translation omitted)
(3) Condition of Consolidated Cash Flow
Cash Flow from Cash Flow from Cash Flow from Closing Balance of Cash
Opetating Activities Investing Activities Financing Activities and Cash Equivalent

Millions of Yen | Millions of Yen| Millions of Yen Millions of Yen
Tnterim Fiscal
g:;;;}g‘:f A1,254 2642 1,941 3,157
2002
Interim Fiscal
Sevomr £2435 324 1931 | 1,974
2001 |
Flscal Year onded A1,561 A195 2,659 3,055

) Matters concerning the Range of Consolidation and Equity Method

Consolidated Subsidiaries:
Non-consolidated Subsidiaries on Equity Method: 0
Non-consolidated Subsidiaries Not on Equity Method: 0

®

3

New Consolidated Subsidiaries: 1
Excluded Consolidated Subsidiaries: 0
New Non-consolidated Subsidiaries on Equity Method: 0
Excluded Non-consolidated Subsidiaries on Equity Method: 0

Changes in the Range of Consolidation and Equity Method

19
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2. Consolidated Earnings Forecast of Fiscal Year ending March 2003
Net Sales Recurring Profit Current Net Earnings
Millions of Yen Millions of Yen Millions of Yen
Whole Fiscal
Year 34,314 1,786 1,193
Reference: Estimated Current Net Earnings per Share
{Consolidated) 155.50 Yen

Estimated Current Net Earnings per Share

(Non-consolidated)

(Footnotes: translation omitted)

78.50 Yen

80
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(Attachment)
1. Corporate Group

The Keika Express Group (Keika Express Co., Ltd. and its associated companies)
consists of Keika Express Co., Ltd, and its three subsidiaries, MC Convenience Co.,
Ltd., Luck PLC, and Keika Express CS Corporation. The Group’s activities include
freight transportation contracting and owner-operator development businesses.

MC Convenience Co., Ltd., Keika Express CS Corporation and Luck PLC are
consolidated subsidiaries. Luck PLC was previously a non-consolidated subsidiary but
became a consolidated subsidiary in the first half of the current year because of its
increasing importance.

Business Activities

o Transportation Section{consigned freight transportation business)

Activities in this segment include transportation of freight on behalf of customers,
warchouse operations and delivery services, as well as various incidental services
associated with transportation, such as installation, assembly, wiring, inspection and
display of goods at delivery sites. Customers appreciate the ability of the Keika Group
to provide services in areas that are generally difficult for major transportation firms,
such as non-standard freight, high-frequency, small-lot freight, same-day freight, and '
transportation of fresh foodstuffs, as well as incidental services.

Consigned freight transportation services are provided mainly under long-term
agreements with customers (shippers). The Keika Express Group helps shippers to
outsource their physical distribution and related operations. Services contracted to
Keika Express by shippers are actually performed by owner-operators who have signed
basic. outsourcing agreements with Keika Express. Short-term casual employees and
other workers who have not entered info basic outsourcing agreements are used for
some incidental services.

Owner-operators are paid 76% of monthly sales as contract charges. There is an
incentive scheme under which the percentage rises to 78% for owner-operators who
have dealt with Keika Express for at least one year but less than two, to 80% after at
least two years but less than three, to 82% after at least three years but less than five,
and to 84% after five years. Annual sales guarantees are also provided, subject to
certain conditions.




21, MAR. 2003 22:56 S&C TOKYO/ALO 813-3213-6470 NO. 1030 P §2

Keika Express CS Corporation is contracted by customers to provide transportation
services and incidental services for small, medium and large freight items. It operates
mainly in the Tokyo Metropolitan Area. It uses its own staff, including drivers, to
provide these services.

Other revenues from transportation operations include contributions to the cost of
freight accident countermeasures, which are levied only on operating days as a
provision against accidents, and contributions to business development costs, which are
levied to cover the cost of service contracting applications. These charges are levied
from owner-operators.

« Sales Section (including owner-operator development business)
The role of this business segment is to develop the owner-operators needed to assume
freight transportation contracts. Owner-operators are recruited mainly through job
. listing fliers. Independent business establishment seminars are held throughout Japan,
and people are selected for owner-operator development after careful screening.
Revenues from this segment include sales of light trucks and accessories based on
Keika Express specifications, and commissions from affiliated businesses, such as
vehicle loan arrangement commissions and commissions received from finance
companies for administrative services provided by Keika Express. MC Convenience
- Co., Ltd. also earns income in the form of customer commissions for the arrangement of
installment purchases, as well as lease income and other revenues. ‘

Keika Express maximizes earnings from its vehicle sales business in two ways. First, it
reduces costs through bulk purchasing of vehicles, parts and other essentials. Second, it
adds value to its vehicles by increasing load capacity and loading efficiency compared
with vehicles available on the general market.

MC Convenience Co., Ltd. arrangements installment purchase plans and leases for
Keika Express owner-operators. The activities of Luck PLC include the sale of used
light freight vehicles and accessories to Keika Express.
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Segment Item Contents Company Name
Transportation | Income from - Keika Express Co.,
Section transportation S;::;; :s logistic Ltd.
{Consigned business
Freight . . Keika Express CS
Trarfportaﬁon Otherincome | Incidentalincome o the (Consolidated
_{ Business) subsidiary)
Income from Sales of light motor trucks Keika Express Co.,
sales of pro dﬁc s and their accessories to Ltd.
owner-operators
Sales Section MC Convenience
(Owner Co., Ltd.
Operator (Consolidated
Development | Other income Incidental income to the subsidiary)
Business) from sales above
. Luck PLC
(Non-consolidated
subsidiary)

[System diagram - see Investor Guide]
2. Management Policy
(1) Basic management policy

Keika Express Co., Ltd. describes itself as “a trucking firm without trucks.” It accepts
contracts from shippers and provides low-cost, small-lot transportation services and
incidental services. These services are actually outsourced from owner-operators
developed by Keika Express. This approach is known as “double-outsourcing.”

The efforts of businesses to reduce costs are reflected in growing demand for physical
distribution outsourcing. Consumer demand for home delivery services is also
expanding, The basic management policy of Keika Express is to achieve shared
prosperity with customers and owner-operators, and to earn the trust of shareholders
through its role as a physical distribution partner capable of providing its customers
with optimized physical distribution infrastructure, including support and consultation.

In recent years Japan has experienced changes in its employment structure and a
prolonged recession driven by deflationary trends. The resulting restructuring in the
business sector has had a major impact on both business activities and livelihoods.

These changes have also started to affect the physical distribution sector. Businesses are
turning to strategic outsourcing so that they can focus their energies on their own core
competencies, and most companies see the establishment of efficient physical
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distribution systems as a key priority. Keika Express will continue to offer physical
distribution support and consultation in various formats to meet the growing demand for
business outsourcing, Its mission is to work in partnership with its customers to build
new physical distribution service infrastructure that reflect current needs, and to provide
consistently innovative physical distribution services.

(2) Basic policy on profit appropriation

Relisble profit distribution to shareholders is one the most important management
priorities for Keika Express. Dividends will continue to be decided on the basis of
business results in each accounting period, taking into account the need to retain income
for fature business development, ‘

(3) Medium- and long-range management strategy

As “a trucking firm without trucks,” Keika Express uses light freight vehicles to provide
low-cost, small-lot transportation services under a non-asset business structure. Through
this activity, it has helped businesses to establish optimized physical distribution
systems. The strength of the Keika Express Group is derived from its ability to provide
low-cost transportation of non-standard items through services that are totally different
from those offered by conventional physical distribution companies, and from a sales
development approach based on proposal marketing of physical distribution solutions
that are customized to match the needs of individual businesses. Keika Express plans to
expand and enhance its sales development operations, and to make its customized,
non-standard physical distribution services the core for the continuing expansion of its
business activities. '

This strategy for the medium- to long-term future was reflected in the establishment of
the new Keika B2B EXPRESS service, a small-lot mixed-load transportation service for
the business-to-business (B2B) market. Initially this service will be offered in the 23
wards of Tokyo proper. As demand grows, the service area will be expanded to include

the entire Tokyo Metropolitan Area, and eventually the Chubu and Kinki regions as well.

Keika Express plans to attract demand for this type of service by moving into the larger
market for small-lot mixed-load transportation services for businesses. It will diversify
its operations to include not only its existing freight services, which are based on the
exclusive use of vehicles for individual businesses, but also combined-load services for
multiple businesses. Keika Express has already completed its nationwide network. In
the future, it will use long-distance combined-load operators, including some acquired
through M&A, in addition to its owner-operators, These networks will continue to be
operated under g highly efficient model based on utilization rather than ownership. This

P.

8¢
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approach will allow Keika Express to develop low-cost, order-made services that are
distinctly different from the services offered by conventional physical distribution
contractors.

(4) Challenges

A key issue affecting the owner-operator development business relates to Japan’s
employment environment over the past few years. There has been a sustained growth
trend in the number of applicants wishing to become owner-operators, but the financial
status of applicants has continued to deteriorate over the years. Keika Express has
limited the number of new owner-operators accepted for development, but
owner-operator recruitment remains an imperative because of the growth of its
transportation business. One solution has been the establishment of a start-up support
business for light vehicle transportation operators based on the partial outsourcing of
owner-operator development. In addition, Keika Express will also build efficient
light-truck transportation capacity through the use of M&A and alliances to secure
mixed-load freight operators, Keika Express aims to secure owner-operators while
minimizing its exposure to new long-term receivables and other burdens. It will work
under this structure to expand the use of double-outsourcing in its transportation
operations.

(5) Policies concerning the development of the management organization

The basic policy of the Board of Directors of Keika Express is to make prompt
management decisions after careful discussion and verification of management issues,
business opportunities, and related management strategies at its monthly meetings.
Management checking functions include audits carried out by the audit committee and
an audit corporation. In addition, auditors are invited to speak and offer opinions at
board meetings as part of continuing efforts to ensure good corporate governance.

3. Business Performance and Financial Position

(1) Business performance

a. Performance in the first half of the current consolidated accounting period

Despite global economic stagnation resulting from uncertainty about the outlook for the

U.S. economy, the Japanese economy staged a temporary rally driven by export growth
and other factors in the first half of the current consolidated accounting period. However,
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the mood of stagnation continued to deepen because of factors that included a
deteriorating employment and income environment and falling share prices.

The transportation sector was affected by the lack of a recovery in business sector
motivation to invest in new plant and facilities. This was reflected in a downward trend
in freight volumes. Home delivery freight, which is the driving force of the industry,
continued to show marginal growth.

The Keika Express Group continued to develop its business activities, especially its
freight contracting operations, in this environment. In addition to the traditional demand
for low-cost, non-standard freight services, Keika Express also enjoyed a successful
start-up of the new Keika B2B EXPRESS service, a small-lot mixed-load transportation
service for the business-to-business (B2B) market. It also continued the dynamic

P.

dovelopment of other approaches, including proposal sales based on outsourced -

transportation services using light freight vehicles, and the formation business
partnerships. As a result, it was able to attract large volumes of contract business.

In the previous year Keika Express acquired Keika Express CS Corporation which has
since become a consolidated subsidiary, Business support provided by Keika Express
has been highly effective, allowing the new subsidiary to move into black and
contribute to the Keika Express Group in the current interim period. Its operating profit
increased by ¥520 million compared with the first half of the previous year to ¥220
million, while its recurring profit was ¥517 million higher at ¥214 million.

These factors are reflected in the consolidated results for the first half of the current
accounting period. Net sales amounted to ¥18,181 million, an increase of 22.5%
compared with the first half of the previous year. Gross profit on sales increased by
21.3% to ¥6,284 million, and operating profit was 56.2% higher at ¥478 million.
Recurring profit reached ¥578 million, an increase of 60.6%, and interim net profit was
¥347 million, an improvement of ¥421 million. '

Segment Information
¢ Transportation Section
There is growing demand for low-cost, small-lot delivery services, and demand for

physical distribution outsourcing is also expanding. Keika Express worked energetically
to attract demand.

86
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A new medium-range business plan was introduced in the current accounting period. In
addition to its existing freight services, which are based on the exclusive use of vehicles
for individual businesses, Keika Express also launched the new Keika B2B EXPRESS
service, a small-lot, mixed-load delivery service. Keika B2B EXPRESS sales amounted
to ¥432 million, which is substantially higher than the ¥200 million target for the whole
of the current year. Sales from existing exclusive freight services also increased by
6.1% compared with the first half of the previous year.

Sales in the transportation segment were buoyant, with a 10.0% increase compared with
the first half of the previous year ¥12,179 million. The ratio of gross profit to sales
declined by 4.0% to 19.2%. Reasons for this included payment of transportation sales
guarantees 10 alliance partners because of problems with the recruitment of contract
drivers, Without this payment, the ratio would have been 24.5%, an increase of 1.3%.

o Sales Section

Faced with a shortage of contract drivers to meet the demand for transportation services,
Keika Express focused on the recruitment of new owner-operators through its
owner-operator development business. It also partially outsourced this activity to other
compenies through its owner-operator development business, resulting in bulk sales of
vehicles based on exclusive Keika Express specifications. As a result, sales in this
segment increased by 58.9% compared with the first half of the previous year to ¥6,002
million. '

Advertising expenditure, which is part of selling and administrative expenses, was
reduced by 11.0% compared with the first half of the previous year to ¥1,191 million.
Provision for doubtful accounts increased by ¥739 million to ¥890 million. This reflects
long-term receivables and a reduced recovery ratio for claims affected by bankruptcies.

b. Forecast for the Year to March 2003

Economic conditions are expected to remain difficult because of factors that include
concern about the U.S. economy, falling share prices, and bad loan disposal problem.

The focus of demand is shifting from consolidated transportation in medium or large
trucks to delivery in light trucks that are suitable for low-cost, high-frequency small-lot
transportation. As in the previous year, Keika Express responded to this change by
working to discover new shippers, and by expanding the scope of its group activities
through business alliances, M&A and other approaches.
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The current business year is seen as a transitional period in which management policies
focused increasingly on consolidated activities as a structure for the efficient
networking of operations. Keika Express will continue to operate under a business style
based on utilization rather than ownership. The core of that business style, and the
source of the Keika Express Group’s strength, is business development.

In the transportation segment, the yearly sales target for the Keika B2B EXPRESS
service, a delivery system for small-lot, mixed-load freight, has been adjusted from
¥200 million to ¥1,336 million. Keika Express will increase its efforts to attract
customers by achieving high standards of efficiency through the outsourcing of actual
services, and it will use M&A and other means to secure mixed-load carriers throughout
Japan, When contracting work to partner companies, Keika Express will provide
comprehensive support to help those companies achieve rapid improvements in such
areas as driver recruitment and the improvement of operating rates, Gross profit on sales
in the transportation segment is expected to increase by around 5% in the second half of
the current accounting period.

In the second half, Keika Express will also take steps to curb further growth in the
balance of long-term receivables and claims affected by bankruptcy, and to recover
existing claims. It will sell light trucks on commission for debtors. The vehicles will be
sold to new owner-operators, and the proceeds from these sales will be used to recover
debts and reduce the amount needed to provide for doubtful accounts.

Over the whole of the current business year, sales are expected to increase by 6.5% over
the previous year’s level to ¥34,314 million, while recurring profit is expected to
decline by 23.9% to ¥1,786 miilion. The projected net profit figure of ¥1,193 million
represents a year-on-year increase of 13.3%. '

The inclusion of a Luck Co., Ltd., which was previously a non-consolidated subsidiary,
in the consolidation has increased funds by ¥57 million. The balance of cash and cash
equivalents in the current consolidated accounting period has increased by ¥44 million
compared with the position at the end of the previous accounting period.

Cash flows from operating activities

Cash flows from operating activities were negative by ¥1,254 million, compared with
the result for the previous accounting period. This reflects increases in trade receivables
and instaliment sales receivable, as well as payments of income taxes, etc.

Cash flows from investment activities
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Cash flows from investment activities in the first half of the current accounting period
were negative by ¥642 million. Factors contributing to the reduction in cash flows
include investment in negotiable securities and the acquisition of vehicle transportation
equipment.

Cash flows from financial activities
Cash flows from financial activities were positive by ¥1,941 million. Contributing
factors include the procurement of bank loans.
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(2) Condition of Cash Flow
This Interim Previous Interim Previous
Consolidated Fiscal Consolidated Fiscal Consolidated
Se ¢ Year Year Fiscal Year
gmen April 1, 2002 Aprill
pru 1, , 2001
September30, 2002 | Sepmberagoom | Maxch31,2002
Amount Amount Amount
Cash Flow from A1,254 A2435 A1,561
Operating Activities
Cash Flow from As42 324 A195
Investing Activities
Cash Flow from 1,941 1,931 2,659
Financing Activities
Increase or Decrease 44 A179 902
in Cash and Cash
Equivalent
Closing Balance of 3,157 1,974 3,055
Cash and Cash
Equivalent

90
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4. INTERIM FINANCIAL STATEMENT
CONSOL ED CE ET

(Unit; Millions of Yen)

ASSETS
This Inerim Consolidaied] 1 ov oo e | Previous Consolideied
Ttem Fiscal Year (September Year (September 30 Fiscal Year (March 31,
30, 2002) 4 g 2002)
2001)
Amount Ratio Amount Ratio Amount Ratio

% % %

Current Assets 11,876 63.1 9,099 64.1 11,501 66.7
Cash on hand and in bank 3,992 2,580 3,785
Notes receivable and accounts receivable 3,653 3,331 4,039
Instatlment account receivable 2,797 2,164 2,141
Inventories 50 40 107
Deferred tax assets 225 146 247
Accounts receivable 871 739 751
Others 398 163 496
Allowance for doubiful receivable Alll A66 Ag8

[Figed Assets 6,956 36.9 5,096 359 5,747 33.3
(Tangible Fixed Assets) 1,014 999 949
Buildings end structures 281 285 277
Machinery and delivery equipment 218 198 163
Leand 426 426 426
Others . 88 88 82
(Intangible Fixed Assets) 378 457 418
Consolidation adjustments account 261 336 299
Others ne| 121 119
(Investments and other assets) 5,564 3,638 4379
Long-term accounts receivable 2,359 2,199 1,956
Claims in bankruptcy 1,924 694 1,461
Deferred tax assets 1,315 696 879
Deposits 1,191 824 980
Others 766 238 356
Allowance for doubtful receivable A1,992 A1,015 A1,254

otal of Assets 18,833 100.0 14,196 100.0 17,249 100.0
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LIABILITIES
Previous Interim ’
This Interim Consolidated| Consolidated Fiscal | Previous Consolidated
Item Fiscal Year (September | Year (September 30, | Fiscal Year (March 31,
30, 2002) 2001 2002)
Amount Ratio Amourt Ratio Amount Ratio
% % %)
Current Liabilities 9,742 517 7,078 49.9 8,688 50.4
Notes payable and Accounts payable 39 447 568
Short-erm loans payable 3,950 2,326 2,455
Long-term loans payable
(matuyrity less than one year) 1,103 892 1,035
Accounts payable to business consignors 1,531 1,348 1,538
Corporate tax, etc. payable 546 374 1,108
Reserves for remuneration 127 11t 118
Deferred interest for installment 1,033 744 755
Others 1,056 832 1,109
[Fixed Liabilities 2,959 15.7 2,195 154 2,450 14.2
Bonds 3% - 204
Long-term loans payable 2,106 1,696 1,787
Reserves for retirement grants 94 122 97
Reserves for retirement grants for
retiring Directors and Corporate Auditors 272 243 256
Others _ 90 133 104
Total of Liabilities 12,702 67.4] 9,273 65.3 11,138 64.6
MINORITY INTEREST
Minrity interest [ - 1 4 -{ -f
EQUITY
Paid-in capital - g 1,182 8.3 1,262 73
| Additional paid-in capital - - 1,108 7.8 1,188 6.9
Surplus from consolidation - - 2,640 18.6 3,673 21.3
Difference resulting from evaluation of
secyrities, etc. - - A9 ADD Al3 A0l
Treasury shares - - . - AQ A0.0
Total of Equity - - 4,922 34.7 6,110 35.4
Paid-m capital 1,262 6.7 ” . - -
Capital surplus 1,188 63 - - - ,‘
Earned surplus 3,820 203 - - - -
Variance of the estimate of other securities A133 A06 - - - -
T shares A27 A1 - - - -
Total of Equity 6,130 32.6 - - -
Total of Liabilities, Minority Interest,
and Equity 18,833 100.0 14,196 100.0 17,249 100.0
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INTERIM CONSOLIDATED PROFIT AND LOSS STATEMENT
(Unit: Millions of Yen)

This Interim Consolidated Previouns Interim Previous Consolidated
Figcal Year Consolidsted Fiscal Year Fiscal Year
Item E April 1,2002 ] C Aprit 1,2001 ] [ April 1, 2001
September 30, 2002 September 30, 2001 March 31, 2002
Amount | Perogntage | Amount Percentage Amount | Percentage
% % %
Net Sales 18,181 100.0 14,848 100.0 32,208 100.0
Sales Cost 11,897 65.4 9,666 65.1 20,006 62.1
Gross Profit on Sales 6,284 346 5,181 349 12,202 379
Selling Expenses and
Administrative Expenses 5,805 319 4,874 328 9,957 309
Advertising and General Publicity
Expenses 1,191 1,337 2,601
Allowange for doubtful receivables 890 150 491
Reserves for termination benefit 30 13 27
Remuneration, Salary, and Allowance 1,753 1,633 3,410
Reserves for bonus payment 114 99 108
Welfare Expenses 245 276 505
Traveling Expenses 253 259 502
Rent Expenses . 461 318 650
Depreciation Expenses 56l 56 119
Others 809 709 1,499
Operation Profit 478 - 26 306 2.1 2245 7.0,
Non-Operating Income 159 0.9 95 06 207 0.6
Commission Earned 30 36 69
Compensation for Damage 65 33 91
Cancel Charge receivable 30 9 11
Others 32 14 35
&on&mraﬁng Expenses 60 0.3 42 03 106 03
Interest Payable 18 11 26
Bond Issuing Expenses 7 10 16
Charge and Commission 10 10 21
Cash Discount on Sales 6 - 3
Others 17 9 38
Recurring Profit 578 32 360 2.4 2,346 7.3
Special Profit 3 0.0 0 0.0 1 0.0
Guain on sale of fixed assets 3 0 1
Special Loss 19 0.1 63 04 52 0.2
Loss from retirement of fixed assets 2 2 7
Appraisal loss from investment securities 16| 60 45
Interim Net Barnings before tax, etc. . 563 - 3.1 297 2.0 2,295 7.1
Corporate tax, Resident tax and
Enterprise tax §57 31 373 25 1,527 4.7
Corporate tax, etc. of previons
periods - - 57 0.4 53 02
Adjustment for Corporate Tax, eic. s 341 a L9 a 59 a 04 a 339 a L1
Interim Net Earnings or Losses 347 19 s T3 £ 05 1,053 33
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STATEMENT OF INTERIM CONSOLIDATED SURPLUS
(Unit; Millions of Yen)
This Interim Consolidated| Provious Interim Previous Consolidated
Fiscal Year Consolidated Fiscal Year Fiscal Year
Ttem ( April 1, 2002 ] [ April 1, 2001 ] [ Apnil 1, 2001 ]
September 30, 2002 September 30, 2001 March 31, 2002
Amount Amount Amount
Initlal Balanice of Consolidated Surplus - 2,846 2,846
Decrease in Consolidated Surplus - 132 26
Dividends - 113 208
Bonus paid to Directors - 18 18
In$erim Net Earnings or Losses . a 73 1,053
Interim Closing Balance of Interim
Consolidated Surplus - 2,640 3,673
(Capital surplus)
Initial Balance of Capital Surplus 1,188 - -
Initial balance of capital reserve 1,188 - .
Interim Closing Balance of Interim
Capital Surplas 1,188 - -
(Earned Surplus)
Initial Balance of Earned Surplus 3,673 - -
Initial Balance of Consolidated Surplus 3,673 - -
Imcrense in Earned Surplas 347 - .
Interim net eamings 347 - -
Decrease in Earned surplus | 200 - .
Dividends 172 - -
Bonus paid to Directors 27 - -
Interim Closing Balanes of Earned
Surplus 3,820 - .
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STATEMENT OF INTERIM CONSOLIDATED CASH FLOW

Equivalent

(Unit: Millions of Yen)
"This Interim Previous Interim ) Previous
Consolidated Fiscal Year |Consolidated Fiscal Year | Consolidated Fiscal Year
Ttern [ April 1, 2002 [ April 1, 2001 ] April 1, 2001
Ssptember 30, 200; September 30, 2001 ( March 31, 2002 ]
Amount Amount Amount
[Cash Flow from Operating Activities
Intarim Net Eamings before tax, etc. 563 297 2,295
Depreciation expenses 68! 65 140
Increase in reserves for oredit losses 780 52 294
Increase or decrease i reserves for bonus payment 9 al 6
Decrease in employees retirement benefit a2 s 12 s 37
Increase in reserves for retirement grants for retiring is 12 25
Directors and Corporate Auditors
Interest earned and dividend camed a5 a0 a2 2
Interest payment 18 1 26
Increase in trade receivable a 391 a 1,243 a 2,345
Increase in installlment credit a 767 s 465 a 529
Increase or decrease in inventory assets 65 2 o 44
Decreass in purchase amount payable s 197 a 336 a 47
Increase or decrease in unpaid consumption tax, etc, a 103 a 9 128
Increase or decrsase in other essets or debt a 182 a 432 a 672
Others 16 80 107
Sub-total s 113 a 1,956 a 654
Amount receivable far interest rate and dividend 5 0 2
Amount paid for interest rate a 16 A 19 s 33
Amount paid for corporate tax, stc, a 1,129 A 459 s 876
Cash Flow from Operating Activities s 1,254 s 2435 > 1,561
Cash Flow from Investing Activities
Bxpenditure for fixed-term deposits a 285 a 229 a 472
Receipts from fixed-term deposits 180 180 300
Expenditure for acquisition of tangible property s 110 s 125 a 141
Receipts from sale of tangible property 6 2 2
Expenditure for acquisition of ivestment securities a 441 . a 80
Receipts from sale of investment securities - 3 3
Receipts from acquisition of shares of subsidiaries 515 515
newly consolidated "
Others 7 5 21 s 322
Cash Flow from Investing Activities a2 642 324 s 195
Cash Flow from Financing Activities
Net balance of short-term borrowing 1,483 1,442 1,571
Receipts from long-term debt 950 1,000 1,700
Expenditure for payment of long-term borrowing & 570 s 397 s 862
Paid amount for dividends a 172 a 113 a 208
Recsipts from issuing stocks . . 159
Receipts from issuing corporate bonds 300] - 300
Expenditure for redemption of corporate bonds a 48 - .
Expenditure for reacquired share . - a0
Cash Flow from Financing Activities 1,941 1,931 2,659
Commutation balance of cash and cash equivalent - - .
[Increase and decrease ig cash and cash equivaknt 44 a 179 902
Initial balance of cash and cash equivalent 3,055 2,153 2,153
Increase in cash and cash equivalents associated 57
with new consolidation - -
Interim Closing Balance of Cash and Cash 3157 1074 3,055
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Segment Information

1. Business Segment Information

S&C TOKYO/ALO 813-3213-6470

[translation omitted other than segment infromation)

NO. 1030 7.

First half of current accounting period (from April 1 to September 30, 2002)

96

(Millions of yen)
Transportat | Owner-Op | Total Eliminatio | Consolidat
ion erator ns/ ed
Developme Corporate
nt
Sales
(1) Sales to customers 12,179 6,002 18,181 - 18,181
(2) Intersegment sales
and transfers - 47 47 (47) -
Total 12,179 6,050 18,229 47 18,181
Operating expenses 12,206 4,786 16,993 709 17,702
Operating income (loss) 27 1,263 | 1,236 (757) 478
Notes:

1. Business classification method

Business activities are classified into transportation activities relating to freight
transportation contracts, and development activities, which include development of the
owner-operators needed to perform freight transportation contracts, and sales of vehicle
bodies based on Keika Express specifications. '

2. Description of business activities in each segment.

| Segment Product Details
Transportation Freight transportation | Contracting of light vehicle freight
section revenues transportation and incidental service
(Consigned freight
transportation
| business)

Other operating revenues | Freight insurance commissions, business
development commissions, etc.,
pertaining to the above activities

Sales section Sales of goods Revenues from sales of light freight
(Ownet-operator vehicles and accessories based on Keika
development Express specifications to
business) owner-operators

Other operating revenues | Affiliation charges, etc., pertaining to the
above activities
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3. Operating expenses include eliminations and corporate items that cannot be
apportioned. These amount to ¥807 million and relate mainly to the parent company’s

administrative operations.

First half of previous consolidated accounting period (from April 1 to September 30,

2001)
(Millions of yen)
Transportat | Owner-Op | Total Eliminatio | Consolidat
ion erator ns/ ed
Developme Corporate
nt
Sales
(1) Sales to customers 11,070 3,771 14,848 - 14,848
(2) Intersegment sales
and transfers - 117 117 (117) -
Total 11,070 3,894 14,965 (117) 14,848
Operating expenses 10,688 3,167 13,855 685 14,541
Operating income (loss) 382 726 1,109 (802)) 306
Previous consolidated accounting period (from April 1, 2001 to March 31, 2002)
(Millions of yen)
Transportat { Ownet-Op | Total Eliminatio | Consolidat
ion erator ns/ ed
Developme Corporate
nt
Sales
(1) Sales to customers 22,432 9,776 32,208 - 32,208
(2) Intersegment sales
and transfers - 117 117 (117) -
Total 22,432 9,893 32,325 (117) 32,208
Operating expenses 21,621 7,110 28,732 1,231 29,963
810 2,782 3,593 (1,343) 2,245

Operating income (loss)
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5, Sales Condition
(Unit; Millions of Yen)
Thig Interim Consolidated Previous Interim Previous Consolidated
Fiscal Year Consolidated Fiscal Year Fiscal Year
Segrment [ From April 1, 2002 ] [ From April 1, 2001 ] [ From April 1,2001]
To September 30, 2002 To September 30, 2001 To March 31, 2002
Amountofsales| Ratio |AmountofSales| Ratio | Amountofsales| Ratio
Transportation business
(Freight consignment) 1211 670 1,070, 746 22,432 69.6
Development business
(Business consigners, etc.) 6,002) 330 3771 255 9,776 304
Total 18,181 1000 14,848]  100.0 32,208 1000

S
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November 15, 2002

Brief Statement of Interim Financial Results for the Fiscal Year ending March
2003 (Non-consolidated)

Name of the Listed Company: Keika Express Co., Ltd.

Securities Exchange where Listed:  Osaka Securities Exchange, Co., Ltd.
'Security Code Number: 9374

URL: http://www.keikaexp.co.jp/

Location of Head Office:  Osaka-pref.

For Inquiries:  Yuzuru Yanaka, Operating Officer and Accounting Manager

Telephone: +81-06-6907-3770 (Pilot Number)
Date of the Meeting of the Board of Directors approving the Closing Account:

November 15,2002
Interim Dividends: Applicable
Unit Share System: Applicable (1 unit = 100 Shares)

1. Earnings of Interim Fiscal Year ended September 2002

P.

(Footnotes: translation omitted)

(1) Operating Result
Net Sales _Operating Profit . Recurring Profit
Millions of Yen % Millions of Yen % Millions of Yen %
Interim Fiscal
Year ended 16,750 ( 23.1) 263 (A66.5) 339 (A59.0)
September 2002
Interim Fiscal
Year ended 13,609 ( 12.4) 786 ( 63.9) 827 ( 64.1)
September 2001
Fiscal Year ended
March 2002 30,024 2,913 2,989
Interim Net
Interim Net Barnings Barnings per
Share
Millions of Yen % Yen
Interim Fiscal
Year ended 139 (A60.8) 18.17
September 2002
Interim Fiscal
Year ended 356 ( 30.3) 47.02
September 2001
Fiscal Year ended
March 2002 1,586 208.39
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(2) Condition of Dividends
S Annuai Dividends per
Interira Dividends per Share Share
Yen Yen
Interim Fiscal
Year September 12.50 — -
2002 :
Interim Fiscal
Year September 12.50 - -
2001
Fiscal Year
March 2002 2500
(3) Financial Condition
. Ratio of Share Share Capital per
Net Assets Share Capital Capital Share
Millions of Yen | Millions of Yen % Yen
Interim Fiscal 15,300 6,624 433 863.17
Year  September
2002
Interim Fiscal 10,966 5,513 50.3 727.34
Year  September
2001
Fiscal Year March 14,096 6,804 483 885.30
2002
(Footnotes: translation omitted)
2, Earnings Forecast of Fiscal Year ending March 2003
Annual Dividends per
Net Sales Recurring Profit CET;?:‘N& Share
& Year-end
Millions of Yen | Millions of Yen| Millions of Yen Yen Yen
Whole Fiscal
Year 31,635 1,163 602 12.50 25.00

Reference: Estimated Current Net Earnings per Share  78.50 Yen

100
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Interim Balance Sheet
(Unit: Millions of Yen)
ASSETS
This Interim Fiscal Pre\fxous Interim Previous Fiscal Year
Item Year Fiscal Year "y tarch 31, 2002)
(September 30, 2002) | (September 30, 2001) ’
Amount | Ratio | Amount | Ratio | Amount | Ratio

% % %

Current Assets 8,822 577 6,614 60.3 9,189 65.2
Cash on hand and in bank 3,271 2,285 3211
Notes receivable 55 5 5
Accounts receivable 3,623 3,284 3,934
Inventories 43 40 107
Accounts receivable 824 682 666
Deferred tax assets 69 49 113
Others 973 309 1,196
Allowance for doubtful receivable 2 39 a 41 a 45

Fixed Assets 6,477 423 4,351 397 4,906 34.8
(Tangible Fixed Assets) 888} - 909 867
Buildings . 266 268 261
Land 416 416 416
Qthers 205 224 189
(Intangible Fixed Assets) 100 104 103
Intangible fixed assets 100 104 103
(Investments and other assets) 5,488 3,337 3,935
Long-term accounts tecetvable 2,263 2,099 1,860
Claims in bankruptcy 1,463 453 1,128
Deferred tax assets ’ 805 391 453
Deposity 1,085 722 887
Others 1,509 490 595
Allowance for doubtful receivable s 1,638 a 819 a 9%0

Total of Assets 15,300  100.0] 10,966 100,0] 14,096 100.0
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LIABILITIES
I This Interim Fiscal | PreviousInterim | Previous Fiscal Year
tem Year Fiscal Year (March 31, 2002)
(September 30, 2002)}{ (September 30, 2001)
Amount | Ratio | Amount | Ratio | Amount [ Ratio
% % %
Current Liabilities 7,637 49.9 4,540 414 6,452 457
Accounts payable 233 160 262
Short-term loans payable 3,950 1,583 2,150
Corporate bonds payable
(redemption less than one year) 156 - 96
Long-term loans payable
(maturity less than one year) 241 253 225
Accounts payable to business consigners 1,566 1,365 1,571
Corporate tax, etc. payable 407 335 1,008
Reserves for remuneration 109 94 102
Others 973 747 1,036
Fixed Liabilities 1,038 6.8 912 8.3 839 6.0
Bonds 436 - 204
Convertible Bonds - 200 40
Long-term loans payable 291 433 325
Reserves for retirement grants 28 36 15
Reserves for retirement grants for
retiring Directors and Corporate Auditors 270 242 255
Others 11 - -
Total of Liabilities 8,675 56.7 5,453 49.7 7,291 51.7
EQUITY
aid-in capital - - 1,182 10.8 1,262 9.0
rA.olditiorml paid-in capital - - 1,108 10.1 1,188 8.5
Earned surplus reserve - - 48 04 48 0.3
Othet surplus - . 3,183 29.0 4319 30.6
1. Voluntary reserve - . 2,500 2,500
2.Unappropriated retained earnings - - 683 1,819
Difference resulting from evaluation of
securities, etc. . . A9 A00 A3 A0l
Treasury shares - - - . AQ A00
Total of Equity . T 5513 503] 6,804 483
aid-in capital 1,262 83 - - - -
Capital surplus 1,188 7.8 - . - -
[Earned surplus 4,306 281 . - - -
1. Earned surplus reserve 48 - - - - -
2. Voluntary reserve 3,500 - - - - -
3. Unappropriated retained earnings 758 - - - - -
Variance of the estimate of other securities a 113 a 07 - - - -
Treasury shares s 20 s 0.1 - - - e
Total of Equity 6,624 43.3 - - - -
Total of Liabilities and Equity 15,300 1000} 10,966 100.0] 14,096 100.0
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Interim Profit and Loss Statement
(Unit: Miilions of Yen)

Thi Intern Fiscal Year | *"*"°0%° SN PS80 | previos Fiscal Year
: il 1, 2002 , April 1, 2001
Ttem [, Amil Il apitr200 S| '
September 30,2002 = | (g AP0 2200 g 1 - naren 31,2002
Amount [Percentage| Amount [Percentage] Amount |Percen
‘ % % %
Net Sales 16,750 100.0 13,609 100.0 30,024 100.0
Sales Cost 10,588 63.2 8,146 599 17,414 58.0
Gross Profit on Sales © 6,162 36.8 5,462 40.1 12,609 420
Selling Expenses and
Administrative Expenses 5,899 352 4,675 343 9,696 323
Operation Profit 263 16 786 5.8 2,913 9.7
Non-QOpereting Income 168 1.0 88 0.6 198 0.7
Non-Operating Expenses 93 0.6 47 03 121 0.4
Recurring Profit 339 2.0 827 6.1 2,989 10.0
Hsmm Profit - . 0 0.0 1 0.0,
Spetial Loss 19 0.1 57 0.4 46 0.2
Interim Net Barnings before tax, etc. 320 1.9 710 5.7 2,944 9.8
Corporate tax, Resident tax and .
Enterprise tax 416 235 335 25 1,401 4.7
Corporate tax, e, of previous
petiods . . 52 04 52 01
Adjustment for Corporate Tax, etc. a 236 a 14 26 02 a9 a4 03
Interim Net Earnings 139 0.8 356 26 1,586 53
Earned surplus carried forward to this
Interim Fiscal Year 618 326 326
Interim Dividends . - 94
Eamed surplus reserved with rogard
1o Interim Dividends - - -
Unappropriated retained
___earnings 758 683 1,819

T
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#14 AND #15

GENERAL MEETING OF SHAREHOLDERS
DATED JUNE 12, 2001

o NOTICE OF RESOLUTIONS OF
- GENERAL MEETING OF SHAREHOLDERS
DATED JUNE 28, 2001

TOKYO:23946.2
W
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[Summarized English Translation]

June 12, 2001

OCATION OF
4% ANNU ERAL ME, SHAREHO

Dear Shareholders:

Notice is hereby given that the 14th Annual General Meeting of Shareholders of the
Company will be held as described below to report and resolve the following matters. You
are cordially invited to attend the Meeting.

If you are unable to attend the Meeting in person, please exercise your voting rights
by either of the following methods.

In the case of exercising voting rights by mail, please review the attached "Reference
Materials Concerning the Exercise of Voting Rights" enclosed herewith and send us the
enclosed voting form by return mail, indicating your votes for or agamst the propositions and
affixing your seal impression thereto.

Yours very truly,

Keika Express Co., Ltd.

By: [signature]
Katsutoshi Nishihara
Chairman and Representative Director
12-32, Kakiuchi-cho, Kadoma-shi,
Osaka

If you attend the Méeting in person, please present the enclosed voting form to the
receptionist at the Meeting.



21 MAR. 2003 23: 11 S&C TOKYO/ALO 813-3213-6470 NO. 1032 P 4

PARTICULARS
1. Date and Time of the Meeting:

Thursday, June 28, 2001 at 10:00 a.m.

2. Place of the Meeting:

Reception Hall (the second floor of Lumiere Hall)
29-1, Suehiro-cho, Kadoma-shi, Osaka

3. Matters to be dealt with at the Meeting:
Matters for Reporting:

Report on the Operating Report, the Statement of Income and the Balance
Sheet for the 14th Business Term (April 1, 2000 to March 31, 2001).

Matters for Resolution:
First Item of Business: Approval of the Proposed Appropriation
of Retained Earnings for the 14th
Business Term
Second Item of Business: Partial Amendment to the Articles of
Incorporation of the Company

Third Item of Business: Election of Three (3) Corporate Auditors
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- Appendix
Operating Report
(From April 1, 2000 to March 31, 2001)

1. Outline of Business
(1) Operations and Results

There were signs of improvement in business incomes and capital investment in some sectors
during the year under review, but the Japanese economy remained sluggish, and perceptions
of economic performance were polarized. The employment and income environment
continued 1o stagnate, and consumer spending lack buoyancy. Overall, conditions were
difficult.

In the transportation sector, the trucking industry remained uncertain about the direction of
economic trends. The buoyant performance of IT-related industries contrasted with the lack
of a recovery in the construction and basic materials industries, which are major users of
trucks, or in consumer spending. Monthly truck tonnages remained above the levels for the
same month a year earlier. However, by the second half of the year many companies had
adopted a cautious stance about the future outlook in response to economic deceleration in
the United States and the world, rising crude oil prices and other factors. Business conditions
in the trucking sector also began to mark time. Despite this, the number of home delivery
items each month continued to increase steadily relative to the same months a year earlier.

In this environment, the Keika Express Group focused not only on freight contracting for
IT-related industries, but also on aggressive proposal marketing based on outsourcing and the
use of light freight vehicles. It took this stance in response to growing business sector
demand for outsourcing as a way of reducing costs, as well as increasing demand for
consumer home delivery services, and the need for cheaper ways to transport non-standard
freight. This combination of approaches allowed Keika Express to attract large volumes.of
contract business.

In addition to its proposal marketing of outsourcing as a way of reducing the cost of
conventional physical distribution, Keika Express also actively developed business activities
that reflect current needs. It also strengthened its ability to attract new shippers through the
expansion of its sales force. As a result of these efforts, transportation segment sales
increased by a healthy 24.2% over the previous year’s level to ¥17,578 million.

In the area of merchandise sales and owner-operator development, the lack of improvement
in the Japanese employment environment was reflected in a steady increase in the number of .
applicants for development as independent operators. However, the first priority for Keika
Express is transportation quality, and it therefore tightened its screening criteria to ensure the .
suitability of applicants and the recruitment of high-quality owner-operators. As a result of
this stance, merchandise sales fell by 13.3% to ¥7,908 million.

Total sales for the current term were 9.5% above the previous year’s level at ¥25,486 million.
However, increases in labor costs, selling and administrative expenses, and provision for
doubtful accounts caused ordinary profit to decline by 11.5% to ¥1,222 million. Net profit
declined by 5.7% to ¥668 million.
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Keika Express achieved a long-cherished ambition with the listing of its shares on the second
section of the Osaka Securities Exchange on October 18, 2000, At the time of listing, it
increased its capital through a public subscription of one million shares, bringing the total
number of shares issued and outstanding to 7,579,984, and capital to ¥1,182,450,000.
Management would like to express its appreciation for the continuing support of shareholders,
without which this achievement would not have been possible.

We look forward to the continuing support of our shareholders.

(2) Challenge by the Company

Businesses are still burdened with excess capaclty and will continue to face restructtmng
pressure, Enthusiasm for IT-related investment, which helped to drive economic activity last
year, has also started to wane, and the economic outlook remains uncertain.

Keika Express will work in this environment to improve management efficiency and renew
the energy of its Board of Directors through the introduction of an executive officer system.
Management speed will be increased through the separation of management decision-making
and operations. A medium-range management plan has been formulated and will be
implemented over a three-year period starting in fiscal 2001. The following targets have been
set down in the plan.

a Keika Express aims to offer shippers a comprehensive contracting service for
non-standard freight and will also strengthen its proposal capabilities for the
outsourcing of transportation-related incidental services. It will also work to increase
the added value of its services by developing a comprehensive contracting business.
This policy will be implemented through dynamic M&A and alliance formation.

b. Keika Express will develop large numbers of high-quality owner-operators with the
ability to achieve high standards of customer satisfaction. It will use enhanced
screening and guidance systems at the development stage to ensure that these
owner-operators will be able to accept high-added-value contracts on a long-term
basis and receive customer contracts with high unit prices. In this way, Keika
Express aims to maintain a good business environment and expand its business
activities and income.

c. Through these initiatives, Keika Express will work to enhance shareholder value,
including the improvement of ROE. It is also committed to the distribution of profit
to shareholders through dividend increases and stock splits, etc.

Keika Express will continue to develop new business activities to meet current needs. It will
also work to expand its business through policies designed to improve management
efficiency and develop human resources.

(3) Condition of Equipment Investment and Financing

Equipment Investment: Not applicable.
Financing: ¥1,410 million capital increase by initial public offering dated October
18, 2000; and

Establishment of ¥3.0 billion commitment line, in which The Sumitomo
Bank, Limited is the arranger, with The Sanwa Bank, Limited, The Fuji
Bank, Limited and The Iyo Bank, Ltd. on March 30, 2001.

(4) Development of Busmess Performance and Condition of Properties (yen)
| Item [ 11°FY. | 12°KY. | I13°FY. | 14°FY. |
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(March 1998) | (March 1999) | (March 2000) | (Marck 2001)

Net Sales 16,759 million | 21,295 million | 23,275 million | 25,486 million
Profit for 312 million 872 million 709 million 668 million
Current F.Y,
Profit for 56,910.52 159.11 107.76 95.07
Current F.Y. '
per Share
Gross Assets 5,992 million | 7,201 million ! 8,417 million | 9,538 million
Net Assets 1,752 million | 2,596 million | 3,369 million | 5,291 million

[Footnotes: translation omitted)

2. Outline of the Company as of March 31,2001

(1) Major Business
[translation omitted]
(2) Major Places of Business
Principal Office: Kadoma-shi, Osaka
Compartment of Principal Office: Kadoma-shi, Osaka
Regional Offices: Minato-ku, Tokyo and Naka-ku, Nagoya-shi, Aichi
Number of Branches: 114

(3) Condition of shareholders
(a) Number of Authorized Shares: 21,000,000 Shares
(b) Number of Shares issued: 7,579,984 Shares
(c) Number of Shareholders: 819

(d) Major Shareholders:
Name of Shareholders Number of Shares Percentage
held (thousand) (%)

Katsutoshi Nishihara 1,927 25.43
Ken Nishihara 926 12.21
Hiroshi Nishihara 926 12.21
Japan Trustee Services Bank, Ltd. 300 3.95
Community of Interest of Keika ‘ 266 3.51
Express Co., Ltd. '
Dai-Tokyo Fire and Marine 220 2.90
Insurance Company, Limited '
Mitsui Marine and Fire Insurance 184 2.42
Co., Ltd.
Osaka Securities Finance Company, 152 2.00
Ltd.
The Sumitomo Bank, Limited 120 1.58
The Sanwa Bank, Limited 120 1.58
Quogq, Inc. 120 1.58

[Footnotes: transiation omitted]

(4) Condition of Employees

Number of Employees: 661

Increase or Decrease yfy: +69

Average Age: 32.3 years old
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Average Service Years: 2.6 years
Note) The above number excludes three (3) directors and employees.

(5) Condition of Business Combination

(&) Major Subsidiaries
Name of Subsidiary Capital Ratio Major Business
' (%)
MC Convenience Co., ¥20 million | 100% | Conciliation of installment
Lid purchase, Lease and Non-life
insurance agent

(b) Process toward Business Combination
[translation omitted]

(¢) Result of Business Combination
The consolidated subsidiary of the Company is the above major subsidiary. The
amount of consolidated net sales is ¥25,890 million and the amount of consohdated
net earnings is ¥680 million.

(6) Major Lenders
. Lender Borrowed | Number of our Ratio of
Amount Shares Held Shareholding
The Sumitomo Bank, | ¥330 million} 120 thousand 1.58%
Limited shares
The Sanwa Bank, ¥240 million| 120 thousand 1.58%
Limited shares

(7) Directors and Corporate Auditors

Status ‘ Name Charge or Major Occupation
Representative Katsutoshi Nishihara | N/A

Director and Chairman

Executive Managing | Ken Nishihara N/A

Director

Managing Director Hiroshi Nishihara N/A

Director Narishige General Manager (Development
of Transportation Agent Dep.)

Director Mamiko Yokota General Manager (Audit Dep.)

Director Hideki Kajimoto General Manager (Management
Planning Dep.)

Director Chiaki Tsutsumi In charge of Accounting and
Financing

Corporate Auditor Masaru Yamazaki N/A

(Fulltime)

Outside Corporate Atsuo Yamakawa Tax accountant

Auditor
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.| Outside Corporate Yasuo Fukada Tax accountant
Auditor
[Footnotes: translation omitted]
3 Material Facts concerning Condition of the Company
after the Accounting Date

The Board of Directors of the Company has resolved to undertake 240,000 shares of
Footwork Delivery Services Co., Ltd. in compensation for ¥240 million on March 30, 2001,
as a result, the Company holds 75% of the issued and outstanding shares thereof and make it
one of our subsidiaries after payment on April 16, 2001. Footwork Services Co., Ltd.
changed its name into “Keika Express CS Co., Ltd” on May 1, 2001 and become one of our
consolidated subsidiaries on and after March 2002 Fiscal Year.

Balance Sheet

Profit and Loss Statement

Appropriation of Profit

[translation omitted - see Brief Statement of Annual Financial Results ended March 2001

(Non-consolidated)]

Auditor’s Report
[translation omitted]

Reference Material concerning Exercise of Voting Rights
[translation omitted]




21.MAR. 2003 23:14 S4C TOKYO/ALO 813-3213-6470 NO. 1032 P 1

[Summarized English Translation] G5~

URTIPPS oo

June 28, 2001

Dear Shareholders:
Notice is hereby given that the 14th Annual General Meeting of Shareholders of the
Company has been held as described below to report and resolve the following matters.
Yours very truly,

Keika Express Co., Ltd.

By: [signature]
Katsutoshi Nishihara
Chairman and Representative Director
12-32, Kakiuchi-cho, Kadoma-shi,
Osaka
PARTICULARS

Matters for Reporting:

Report on the Operating Report, the Statement of Income and the Balance
Sheet for the 14th Business Term (April 1, 2000 to March 31, 2001).

Reported as stated therein.

Matters for Resolution:
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First Item of Business: Approval of the Proposed Appropriation
of Retained Eamings for the 14th

Business Term

Passed in original form. The amount of dividends per Share is ¥15, ordinary
. dividends per Share equal to ¥10 plus memorial dividends for the listing on
the Second Section of Osaka Securities Exchange equal to ¥10.

Second Item of Business: Partial Amendment to the Articles of
Incorporation of the Company

Passed in original form.

Third Item of Business: Election of Three (3) Corporate Auditors

Passed in original form.

And Mr, Masaru Yamazaki has been appointed as a Full-time Corporate Auditor by
mutual election of Corporate Auditors and taken office after this Meeting.
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#16 AND #17

ACCOUNT TO WHICH INTERIM DIVIDENDS
ARE TRANSFERRED DATED

e DECEMBER 7, 2001
e DECEMBER 9, 2002

TOKYO:23946.2
"/ |
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[Summarized English translation]
December 7, 2001

Keika Express Co., Ltd,
Confirmation Letter regarding Account to which Interim Dividends are Transferred.

(specimen)
Name of bank to which Interim Dividends are transferred:
Name of branch to which Interim Dividends are transferred: ‘
Name of Account Holder:

Account Number and Account Type*:
(* Ordinary deposit, Current deposit or Other type of deposit)

Shareholder’s Number:

If you change any of the above items, please inform of it to the Place of Business of our
Transfer Agent described below:

The Toyo Trust & Banking Co., Ltd., Osaka branch,
Department of Transfer Agent

6-3, Fushimi-cho 3-chome, Chuo-ku, Osaka 541-8502
tel: 06-6229-3011
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[Summarized English translation]
December 7, 2001

Ke1ka Express Co., Ltd.
Statement of Interim Dividends of the 15® Fiscal Year
(from April 1, 2001 to March 31, 2002)

(specimen)
Number of Shares Held:
Amount of Interim Dividends per Share:
Amount of Interim Dividends:
Tax Rate: -
Amount of Tax:
Amount of Interim Dividends after Tax:
Sharcholder’s Number:

We are pleased to inform you of the calculation of interim dividends as above.

The Toyo Trust & Banking Co., Ltd., Osaka branch,
Department of Transfer Agent

6-3, Fushimi-cho 3-chome, Chuo—ku, Osaka 541-8502
tet: 06-6229-3011
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[Summarized English translation]

U;: . NI
| AR ;.; 2/ December 9, 2002
Keika Express Co., Ltd.

Confirmation Letter regarding Account to which Interim Dividends are Transferred.
(specimen)
Name of bank to which Interim Dividends are transferred:
Name of branch to which Interim Dividends are transferred:
Name of Account Holder:

" Account Number and Account Type*:
(* Ordinary deposit, Current deposit or Other type of deposit)

Shareholder’s Number:

If you change any of the above items, please inform of it to the Place of Business of our
Transfer Agent described below:

UFJ Trust Bank Limited, Osaka branch,

Department of Transfer Agent

6-3, Fushimi-cho 3-chome, Chuo-ku, Osaka 541-8502
tel: 06-6229-3011
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[Summarized English translation]
December 9, 2002
Keika Express Co,, Ltd.

Statement of Interim Dividends of the 16® Fiscal Year
(from April 1, 2002 to March 31, 2003)

(specimen)
Number of Shares Held:
Amount of Interim Dividends per Share:
Amount of Interim Dividends:
Tax Rate:
Amount of Tax:
Amount of Interith Dividends after Tax:
Shareholder’s Number:

We are pleased to inform you of the calculation of interim dividends as above.

UFJ Trust Bank Limited, Osaka branch,

Department of Transfer Agent

6-3, Fushimi-cho 3-chome, Chuo-ku, Osaka 541-8502
tel: 06-6229-3011
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[Summarized English translation)
' Notice of Payment through Postal Transfer -
- Interim Dividends of the 16 Fiscal Year (from April 1, 2002 to March 31, 2003) -
(specimen)
Account Code: 00920-5-970660

Name and Address Keika Express Co., Ltd.
of Account Holder; 12-32, Kakiuchi~cho, Kadoma-shi, Osaka

Period of Payment: From December 10, 2002 to January 9, 2003

Name and Address
of Shareholder:

Amount of Interim Dividends to be Paid:

Receipt of Payment through Postal Transfer
(specimen)

Account Code: 00920-5-970660

Name and Address Keika Express Co., Ltd.

of Account Holder: 12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Deadline of Payment:  January 9, 2003

Amount of Interim Dividends Paid:

Thave surely received the interim dividends.

Name and Address of Shareholder: (seal)

‘(Ministry of Public Management, Home Affairs, Posts and Telecommunications)
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#18 AND #19

e NOTICE OF CONVOCATION OF
GENERAL MEETING OF SHAREHOLDERS
DATED JUNE 7, 2002 |

e NOTICE OF RESOLUTIONS OF
GENERAL MEETING OF SHAREHOLDERS
DATED JUNE 27, 2002

TOKY0:23946,2
]
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[Summarized English Translation]

June 7, 2002

Dear Shareholders:

Notice is hereby given that the 15th Annual General Meeting of Shareholders of the
Company will be held as described below to report and resolve the following matters. You
are cordially invited to attend the Meeting.

- If you are unable to attend the Meeting in person, please exercise your voting rights
by either of the following methods,

In the case of exercising voting rights by mail, please review the attached "Reference
Materials Concerning the Exercise of Voting Rights” enclosed herewith and send us the
enclosed voting form by return mail, indicating your votes for or against the propositions and
affixing your seal impression thereto.

Yours very truly,

Keika Express Co., Ltd.

By: [signature]
Katsutoshi Nishihara
Chairman and Representative Director
12-32, Kakiuchi-cho, Kadoma-shi,
Osaka

If you attend the Meeting in person, please present the enclosed voting form to the
receptionist at the Meeting, :

21
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PARTICULARS

1 Date and Time of the Meeting:
Thursday, June 27, 2002 at 10:00 a.m,
2, . Place of the Meeting:

Reception Hall (the second floor of Lumiere Hall)
29-1, Suehiro-cho, Kadoma-shi, Osaka

3. Matters to be dealt with at the Meeting:
Matters for Reporting:

Report on the Operating Report, the Statement of Income and the Balance
Sheet for the 15th Business Term (April 1, 2001 to March 31, 2002).

Matters for Resolution:

First Item of Business: Approval of the Proposed Appropriation
: of Retained Earnings for the 15th
Business Term

Second Xtem of Business: Partial Amendment to the Articles of
Incorporation of the Company

Third Item of Business: Election of Seven (7) Directors

22
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Appendix
Operating Report
(From April 1, 2001 to March 31, 2002)

1. Outline of Business
(1) Operations and Results

The Japanese economy remained generally slow during the year ended March 2002. There
was no sign of improvement in consumer spending, which continued to be affected by
uncertainty about the employment and income environment. Business conditions also
worsened, leading to major corporate bankruptcies and a stock market slump. In addition,
businesses responded to a continuing deflationary trend by reducing production activity and
capital investment.

- It was also a difficult year for the transportation sector. In addition to the ongoing
deflationary trend, the global IT slump caused a downturn in the Japanese manufacturing
sector. Declining business performance in the wake of the September 11 terrorist attacks in
the United States had a major impact in the second half of the year. Companies across the
entire industrial spectrum limited their transportation-related capital investment. Even in the
home delivery business, which had been a driving force in the transportation sector,
companies struggled to cope with a fall in the number of items handled.

The Keika Express Group actively worked to attract demand for its freight contracting
business in this environment. It responded to increased demand for low-cost, small-lot
delivery services, and the growing need for physical distribution outsourcing in the business
sector, by using light freight vehicles as the basis for alliances with physical distribution
companies and contractors, such as Seino Transportation Co., Ltd.

Keika Express stepped up its efforts to attract new shippers. In addition to its traditional
proposal sales approach, which focuses on the reduction of physical distribution costs, it also
worked actively to develop alliances and expand its sales force, Where low prices made
services unprofitable, Keika Express negotiated phased increases with the shippers concerned.
These initiatives were reflected in sales from the transportation segment, which increased by
a solid 15.9% over the previous year’s level to ¥20,364 million.

In the area of owner-operator development, the lack of improvement in the Japanese
‘employment environment was reflected in a steady increase in the number of applicants for
development as independent operators. However, the first priority for Keika Express is
transportation quality, and it therefore tightened its screening criteria to ensure the suitability
of applicants and the recruitment of high-quality owner-operators. However, the new truck
body sales operation was highly successful, and sales from the development business
increased by 22.1% to ¥9,659 million,

These factors were reflected in the results for the current year, which include net sales of
¥30,024 million, a year-on-year increase of 17.8%, Ordinary profit increased by 144.5% to
¥2,989 million, and net profit by 137.4% to ¥1,586 million.

On December 21, 2002 Keika Express will mark its ISth anniversary, Management would
like to express its sincere appreciation for the continuing support of shareholders, without
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which achievement of this milestone would not have been possible. We will continue our
efforts to improve business performance and strengthen the Company’s financial structure.

(2) Challenge by the Company

Though there are signs of improvement in the global economic envu'onment, Japan’ 5
econommic outlook seems likely to become increasingly confused due to major bankruptcies
and other negative factors, Consequences of this situation include an unstable employment
environment and stagnating consumer spending.

In the transportation sector, there is increasing polarization between strong and weak
companies. This reflects a growing trend toward the separation of physical distribution
operations as subsidiaries, as well as pressure from the business sector to reduce costs.
Companies that lack the necessary customer development and proposal sales skills will be
weeded out of the industry, which is expected to go through an increasingly dynamic process
of integration, alliance formation and restructuring.

Keika Express will increase its efforts to attract customer demand in this environment. It will
expand the scope of its activities to include mixed-load small-lot deliveries of using light
freight vehicles. It will also use M&A and other methods to secure mixed-load operators
throughout Japan, And it will continue to operate with optimal efficiency by focusing on its
core competency in business development, while outsourcing actual transportation
operations.

In the area of owner-operator development, recent trends in the Japanese employment
environment have been reflected in a steady increase in the number of applicants for

" development as independent operators, accompanied by deterioration in the credit status of
applicants, While this situation has led Keika Express to limit the number of new owner
operators accepted for development, owner-operator recruitment remains an imperative
because of the expansion of the transportation business. Keika Express has therefore
outsourced part of its owner-operator development business to other companies through its
development support business. It has also used M&A and other methods to secure
mixed-load operators and contractors as part of its highly efficient approach to light vehicle
freight transportation, Keika Express aims to establish business formats that will allow it to
recruit owner-operators while minimizing its exposure to fixed claims, such as long-term
trade receivables and claims in bankruptcy. It will also work to expand its double outsourcing
system for transportation operations.

Keika Express will continue to develop its business activities in response to changing needs.
It will also target management efficiency and human resource development as part of its
efforts to expand its business activities.

We look forward to the continuing support of our shareholders.

(3) Condition of Equipment Investment and Financing
Equipment Investment: Not applicable.
Financing: ¥160,956 thousand by issue of new Shares upon exercise of warrants on
November 2001; and
Renewal of ¥3.0 billion commitment line, in which The Sumitomo Bank,
Limited is the arranger, with The Sanwa Bank, Limited, The Fuji Bank,
Limited and The Iyo Bank, Ltd. on March 29, 2002,
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(4) Development of Business Performance and Condition of Properties (yen)
Item 12%F.Y. 13%FY. 145F.Y. 15°F.Y.

(March 1999) | (March 2000) { (March 2001) | (March 2002)

Net Sales 21,295 million | 23,275 million | 25,486 million | 30,024 million

‘Recurring 1,886 million | 1,381 million | 1,222 million | 2,989 million

Profit

Profit for 872 million 709 million 668 million | 1,586 million

CurrentF.Y.

Profit for 159.11 107.76 95.07 208.39

Current F.Y.

per Share

Gross Assets 7,201 million [ 8,417 million | 9,538 million | 14,096 million

Net Assets 2,596 million | 3,369 million | 5,291 million | 6,804 million

[Footnotes: translation omitted]

2. Outline of the Company as of March 31, 2002

(1) Major Business
[translation omitted]

(2) Major Places of Business
Principal Office:

Compartment of Principal Office:

Regional Offices:
Number of Branches:

(3) Condition of shareholders

(a) Number of Authorized Shares:

Kadoma-shi, Osaka
Kadoma-shi, Osaka
Minato-ku, Tokyo and Naka-ku, Nagoya-shi, Aichi

116

(b) Number of Shares issued: 7,686,648 Shares
(¢) Number of Shareholders: 2,879 (increase by 2,060 than the previous year)

21,000,000 Shares

(d) Major Shareholders:
Name of Shareholders Number of Shares Percentage
‘ held (thousand) (%)
Katsutoshi Nishihara 1,931 25.13
Ken Nishihara 928 12.07
Hiroshi Nishihara 927 12.06
Osaka Securities Finance Compeany, 265 3.44
Ltd.
Aioi Insurance Co., Ltd. 220 2.86
Mitsui Sumitomo Insurance 184 2.39
Company, Limited
Sumitomo Mitsui Banking 120 1.56
Corporation
UFJ Bank Limited 120 1.56
Quogq, Inc. 120 1.56
Mitsubishi Motors Corporation 80 1.04
Community of Interest of Keika 77 1.00
Express Co., Ltd.

[Footnotes: translation omitted]

P.
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() Acquisition, Disposal or Holding of Treasury Shares:

(Acquired Treasury Shares)
Acquisition by Purchase of Shares less than one Unit
Ordinary Shares: 264 Shares
Amount for Acquisition: ¥699,600
(Shares Held as of the Accounting Date)
Ordinary Shares: 264 Shares
(4) Condition of Employees

Number of Employees: 694

Increase or Decrease y/y: +46

Average Age: © 324 yearsold

Average Service Years: 2.7 years

Note) The above number excludes directors and employees and workers on loan. There
are no part-time workers,

(5) Condition of Business Combination
(a) Major Subsidiaries

Name of Sabsidiary Capital Ratio Major Business
(%)
MC Convenience Co., ¥20 million| 100% | Conciliation of installment
Ltd ‘ purchase, Lease and Non-life
insurance agent
Keika Express CS., ¥320 million 75% | General cargo motor truck
Ltd. transportation, Cargo
transportation and Cargo light
motor fransportation

(b) Process toward Business Combination
[translation omitted)

(c) Result of Business Combination
The consolidated subsidiaries of the Company are the above two major subsidiaries.
The amount of consolidated net sales is ¥32,208 million (increase by 24.8%) and the
amount of consolidated net earnings is ¥1,053 million (increase by 54.8%).

(6) Major Lenders
Lender Borrowed | Number of our Ratio of
Amount Shares Held Sharcholding
Sumitomo Mitsui ¥700 million 120 thousand 1.56%
Banking Corporation shares
UFJ Bank Limited ¥500 million| 120 thousand 1.56%
shares

(7) Directors and Corporate Auditors

Status Name . Charge or Major Occupation
Representative Katsutoshi Nishihara | N/A
 Director and Chairman
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Executive Managing | Ken Nishihara N/A

Director

Managing Director Hiroshi Nishihara N/A

Director Narishige General Manager (Development
Dep.)

Director Mamiko Yokota General Manager (Audit Dep.)

Director Hideki Kajimoto General Manager (Management
Planning Dep.)

Director Chiaki Tsutsumi In charge of Work Contract
Business Dep.

Corporate Auditor Masaru Yamazaki N/A

(Full-time)

Outside Corporate Atsuo Yamakawa Tax accountant

Auditor

Qutside Corporate Yasuo Fukada Tax accountant

Auditor

[Footnotes: translation omitted]

3. Material Facts concerning Condition of the Company
after the Accounting Date
Not applicable.

Balance Sheet

Profit and Loss Statement

Appropriation of Profit

[translation omitted — see Brief Statement of Annual Financial Results ended March 2002

(Non-consolidated)]

Anditor’s Report
[translation omitted]

Reference Material concerning Exercise of Voting Rights
[translation omitted]
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[Summarized English Translation] (5 -~ -,  _

T2
June 27, 2002

NOTICE OF RESOLUTION QF

Dear Shareholders:

Notice is hereby given that the 15th Annual General Meeting of Shareholders of the
Company has been held as described below to report and resolve the following matters.

Yours very truly,

Keika Express Co., Ltd.

By: signature]
Katsutoshi Nishihara
Chairman and Representative Director
12-32, Kakiuchi-cho, Kadoma-shi,
Osaka

PARTICULARS

Matters for Reporting:

Report on the Operating Report, the Statement of Income and the Balance
Sheet for the 15th Business Term (April 1, 2001 to March 31, 2002).

Reported as stated therein.

Matters for Resolution:
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First Item of Business: Approval of the Proposed Appropriation
of Retained Earnings for the 15th

Business Term
Passed in original form. The amount of dividends per Share is ¥22.50,
ordinary dividends per Share equal to ¥12.50 plus memorial dividends for the
fifteenth anniversary of establishment equal to ¥10.

Second Item of Business: Partial Amendment to the Articles of
Incorporation of the Company

Passed in original form.
Third Item of Business: Election of Seven (7) Directors

Passed in original form.

30
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PRESS RELEASES

TOKY0:23946.2
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March 13, 2001
To whom it may concern:
- Company Keika Express Co., Ltd.

Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative Katsutoshi Nishihara, President & CEQ
Code: 9374

Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division

Telephone (06)6907-5770

Notice Concerning Organizational and Personnel Changes

P.

32

This is to inform you that the following organizational and personnel changes will take effect from

April 1,2001,

1. Orgenizational Changes

fo

Management Division
b. Credit Control Division to be established

o

Division

@ ™o A

Management Division

2. Changes to Responsibilities of Directors

Business Division I and II to be established within the Business Headquarters
Business Divigion II to be renamed as Business Management Division
Trucking Firm Development Division to be renamed as Development Division
Trucking Firmi Development Management Division to be renamed as Development

New Post Previous Post
Satoshi Nighihara Senior Managing  Director | Senior Managing Director
(responsible for accounting and
credit control)
Yutaka Nishihara Managing Director (responsible | Managing Director
for Development Management
Division)
Chiaki Tsutsumi Director (responsible for Work | Director  (responsible  for

Systems Management Department of Accounting Division to become independent Systems

Buginess Division I to be restructured into Business Headquarters and Work Contract Business
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| | Contract Business Division) | accounting and finance) |
3. Personnel Changes
New Post Previous Post
Tomohito Nagai General Manager, General | General Manager, Trucking Firm
Administration Division Development Management
Division
Katsuhiro Ueno General Manager, Business
Headquarters _
Masafumi Hada General Manager, Business | General Manager, Business
Division I Coordination Division
Koji Mizushima General Manager, Business
Division I
Katsuhiko Akasaka Manager  Responsible  for | Corporate Manager, Business
Western  Japan,  Business | Division I
Division II
Fumio Ogawa Manager  Responsible  for | Corporate Manager, Business
Eastern  Japan,  Business | Division I
Division II
Masakatsu Kinoshita | General =~ Manager, = Work | Work  Contract = Manager,
: Contract Business Divigion Business Division I

33
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~ March 30, 2001
. To whom it may concern:
Company Keika Express Co., Ltd.
Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Representative Katsutoshi Nishihara, President & CEO
Code: 9374
Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division
Telephone (06)6907-5770

Keika Express Establishes ¥3.0 Billion Commitment Line

We have established a commitment line, by which we can borrow money freely according to need,
in which The Sumitomo Bank, Limited is the ai'ranger, and The Sanwa Bank, Limited, The Fuji

 Bank, Limited and The Iyo Bank, Ltd. ate joint participants. The amount of the commitment line is
¥3.0 billion and the agreement thereof has been signed on March 30.

A commitment line is a mechanism whereby multiple financial institutions provide funds under
the same conditions, including interest rates. Bccausc. negotiation of repayment and other terms can
be integrated, administrative work is dramatically reduced, and interest rates can be substantially
lower than normal.

Keika Express has established the commitment line to reduce its interest-bearing debt and
interest payments. It has also created a structure that will strengthen its financial position and allow
it to obtain funds more flexibly if new funds are needed.

Funds raised when Keika Express was listed on the second section of the Osaka Securities
Exchange on October 18, 2000 have been used for M&A and other purposes. In this way, Keika
Express aims to build a structure that will support the expansion of its corporate scale and maximize
corporate value, thereby ensuring returns to shareholders.
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March 30, 2001
To whom it may concern:
Company Keika Express Co., Ltd.
Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Representative Katsutoshi Nishihare, President & CEQ
- Code: 9374
Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division
Telephone (06)6907-5770

Notice Concerning the Conversion of Footwork Delivery Service Corporation, into a
Consolidated Subsidiary of Keika Express through a ¥240 Million Third-Party Share
Allocation

We have decided to contribute ¥240 million to Footwork Delivery Service Corporation requesting
allocation of new shares to a third party, by which Footwork Delivery Service Corporation will be a
consolidated subsidiary of us.

1. Reason for Conversion to Consolidated Subsidiary

Keika Express, which specializes in the transportation of non-standard freight in light trucks using a
double-outsourcing system, has decided to make Footwork Delivery Service Corporation a
consolidated subsidiary. Footwork Delivery Service Corporation operates mainly in the Tokyo
Metropolitan Area and has a fleet of small to large-size trucks. It specializes in incidental handling
of medium and large non-standard freight and home delivery freight. With Footwork Delivery
Service Corporation as & consolidated subsidiary, Keika Express aims to increase its freight
volumes through the ability to offer its clients an integrated consignment service, including
handling of small, medium and large freight items.

2. Profile of Company Targeted for Third-Party Share Allocation

(1) Name | Footwork Delivery Service Corporation
(2) Principal activities General trucking, freight forwarding, warehousing, industrial
: waste collection, transportation and disposal, non-life insurance

agency
(3) Establishment date August 1, 1973
(4) Head office 935 Izumi-cho, Tachikawa-shi, Tokyo
(5) Representative Toshiki Aizawa, President and Representative Director

(6) Capital ¥80 million
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(7) Sales ¥4.431 million

(8) Employees 158
(9) Vehicles owned Large freight vehicles, standard freight vehicles, light trucks
(10) Vehicles operated 120
(11) Major shareholders Footwork Express Corporation
Fuji-Sankei Living Service Inc.
3. Schedule

March 30, 2001 (Friday) Resolution of Board of Directors Concerning Third-Party Share
~ Allocation
April 16,2001 (Monday) = Payment Date

4. Outlook

Keika Express has achieved growth by differentiating its services from those of existing physical
distribution companies through the use of light trucks to provide non-standard freight services and
freight services that include incidental handling. The acquisition of equity and management rights
in Footwork Delivery Service Corporation, which carries non-standard freight that cannot be
accommodated in light freight vehicles, and which also has warehouses, vehicles and human
resources, is expected to result in further growth, since Keika Express will be able to offer
comprehensive non-standard freight contracting services.
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April 16, 2001

To whom it may concern;

Company Keika Express Co., Ltd.

Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division

Telephone (06)6907-5770

Commemorative Dividend to Mark Stock Exchange Listing

Keika Express Co., Ltd. was listed on the second section of the Osaka Securities Exchange on
October 18, 2000. This is to inform you that a2 motion will be put to the 14® Annual General
Meeting of Shareholders to be held on June 28, 2001, concerning the payment of a special dividend
as detailed below, in acknowledgement of the continuing support of shareholders.

Proposed Profit Distribution for the Year Ending March 2001 (14“’ Accounting Period)

Ordinary dividend ¥20 per share
Commemorative dividend ¥5 per share
Total ¥25 per share

Reference: Profit Distribution in Year Ended March 2000 (13 Accounting Period)
Ordinary dividend ¥20 per share
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May 2, 2001

To whom it may concern:

Company Keika Express Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division

Telephone (06)6907-5770

Notice Concerning Adjustment of Performance Forecasts for the Fiscal Year Ending March
2001 (from April 1, 2000 to March 31, 2001)

We have revised the consolidated earnings forecast of March 2001 publicized in the announcement
"~ of financial statements dated November 16, 2000 as follows:

1. Consolidated Performance Forecasts for the Fiscal Year Ending March 2001 (from April 1, 2000

to March 31, 2001)

. Ordinary Income Net Income
Previous forecast ¥2,139 million ¥1,239 million
Adjusted forecast ¥1,256 million ¥680 million
Increase (decrease) (¥883 million) (¥559 million)
Percentage increase (decrease) (41.3%) (45.1%)
Previous year (ended March 2000) ¥1,353 million ¥680 miltion

2. Reason for Adjustments to Consolidated Performance Forecasts

Sales have exceeded the target level, but the following three factors have caused costs to exceed
expectations. This has resulted in the adjustment of the performance forecasts.

(1) Higher Labor Costs

As part of its efforts to build a strong business base, Keika Express has increased the number of
staff in its transportation operations so that it can provide increased consignment opportunities to its
owner-operators. Sales from transportation operations increased by a healthy 24.2% compared with
same period in the previous year, but labor costs have exceeded the budgeted level by ¥193 million,
or 5.6%, on a consolidated basis.
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(2) Increased Advertising Costs

Though transportation sales have been strong and the number of items consigned has risen, there
has been a shortage of owner-operators to handle this work. While maintaining a cautious approach
to the selection of owner-operators, Keika Express has increased its advertising expenditure in an
effort to recruit quality operators. Consolidated advertising expenditure has exceeded the budgeted
level by ¥368 million, or 16.6%. The bulk of this expenditure (92.9%) has been used to pay for
advertisements and venues for owner-operator recruitment.
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.(3) Increased Allowance for Doubtful Accounts

Since the introduction of the accounting standards for financial assets, Keika Express has tightened
the procedures used to provide for doubtful accounts. On a consolidated basis, this has caused the
actual amount provided to allow for doubtful accounts to increase by ¥289 million, or 88.1%, over
the budgeted level. The amount provided in the second half will be ¥164 million, which is
substantially lower than the first-half total of ¥454 million. The same method will be used to set the
level of the allowance in the budget for the next accounting period (the Fiscal Year ending March
2002).
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May 17, 2001

To whom it may concern:

Company Keika Express Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division

Telephone (06) 6907-5770

Notice Concerning Change to Number of Shares Constituting One Unit

In order to accelerate circulation of shares of our company and increase investors, our Board of
Directors in a meeting held on May 17, 2001 has made a resolution with regard to the number of
share constituting one unit as follows: |

L. Prdcedure .
As of Wednesday, August 1, 2001, the number of shares constituting one unit will be changed
from 1,000 to 100.

2. The change is to subject to the approval of an amendment to the Company Articles (Change to

the Number of Shares Constituting One Unit) at the 14" Annual General Mecting of
Shareholders of Keika Express, which is scheduled for June 28, 2001.

Reference Information

1. As a result of this change, the trading unit on the Osaka Securities Exchange will also be
reduced from .1,000 shares to 100 shares as of August 1, 2001.

2. Share certificates in whole multiples of 100 shares will be issued to shareholders holding shares
of less than one unit that add up to at least 100 shares as of July 31, 2001.

3. Shareholders with 1,000-share certificates will not be able to use these certificates when trading
100-share units, On and after August 1, 2001, shareholders should either have the share
transfer agent split the certificates into 100-share certificates or use the securities depository

system.

Note:
Shareholders who are already using the securities depository system will not need to take any
action whatsoever.
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To whom it may concern: ey
Company Keika Express Co., Ltd.
Representative Katsutoshi Nishihara, President & CEO
Code: 9374
Contact Hideki Kajimoto, Ditector, General Manager, Business Planning
Division
Telephone {06)6907-5770

The Medium-term Management Plan

Strategies to Speed Up management and Make Keika Express, the Number-one
Integrated Physical Distribution Contractor, through M&A
~— Reforms in Preparation for the Shift to the Next-generation Standard —
We have drawn up a new medium-term management plan through fiscal year 2003 and will
start undertakings from this fiscal year. We will strive to further increase our corporate value
with our sights set firmly on increase of value for shareholders, clients, employees and
owner-operators, :

In order to achieve the 2002 objective, we will work to maximize our corporate value
with our group companies by carrying our thorough value-creating management.

1. Thinking behind the Medium-term Management Plan

Keika Express always formulates its medium-term: management plans from the perspective of
its business situation three years into the future. The business environment has changed
rapidly in recent years, and it is necessary to adjust business plans and target figures mid-way
through each plan period. To prevent plans from becoming stale, Keika Express formulates a
three-year medium-term management plan every March on a rolling basis. This system is
designed to maintain a corporate structure that supports prompt adaptation to change in the
business environment.

2. Basic Policies

Keika Express achieved growth by differentiating its services from those of existing physical
"distribution companies through the use of light trucks to provide non-standard freight services
and freight services that include incidental handling. Its basic policy for the future is to
develop a range of services that will allow it to handle all non-standard requirements for
shippers. This goal is being achieved through dynamic M&A and alliance formation. For
example, Keika Express has acquired equity and management rights in Footwork Delivery
Service Corporation, which carries non-standard freight that cannot be accommodated by
light trucks, and which also has warehouses, vehicles and human resources.

Another goal for Keika Express is to increase the added value of its services through its
evolution as an integrated contracting business. It is realizing this goal by strengthening its
outsourcing proposal capabilities to allow the expansion in the scope of its business activities
to include peripheral transportation-related services.

Having achieved nationwide coverage, Keika Express has adopted a strategy designed to
make the leading comprehensive physical distribution contractor in its area. This strategy calls
for geographical expansion and reinforcement through in-depth sales in each prefecture and
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major city, combined with the centralization of transportation operations and owner-operator
development at specific bases.

Keika Express will also separate management from operations through the introduction
of an executive officer system. Every possible effort will be made to accelerate management
processes and decision-making.

3. Basic Philosophy

The success of the express delivery business today reflects cost reductions achieved by the
physical distribution industry through freight standardization. However, standardization has
imposed an additional burden on customers, who must package their items according to
standard sizes and complete various forms. Moreover, services are not available at all for
non-standard items, on the grounds that it is inefficient to handle such items. In this sense, it
can be argued that today’s systemized physical distribution services do not really match user
needs, :
Customers are continually creating new perceptions of value. Even if a system is
successful today, it will become a system based on old values unless it is adapted to reflect
customer needs.

Keika E xpress is a non-standard company that has refusedto be bound by traditional
practices in the physical distribution industry. It offers cost-cutting solutions for transportation
and incidental services relating to non-standard freight that large physical distribution firms
are unable to carry. Some say that this approach is lacking in commonsense. From the
customer’s perspective, however, “commonsense” means the provision of services that meet
all customer needs.

Keika Express is advancing from the standard of the past to its own standard. Its
management policies are geared to the implementation and realization of this next-generation
standard.

4. Management Goals

0 Sales
Keika Express will concentrate more management resources into the transportation
business to increase the contribution from that business segment,

O Profit
Keika Express aims to realize its profit goals by curbing increases in selling, general and
administrative expenses through in-depth cost-cutting and the improvements of
management asset efficiency.

5. Improving Shareholder Value

The most important task for Keika Express in terms of raising shareholder value is the
improvement of business performance. The Company will continue to create value for
shareholders, customers, employees and owner-operators by adapting sensitively to the
market, by investing appropriately in business activities that generate maximum corporate
value, and by promptly identifying areas that require improvement and increasing the speed of
change.
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0O Dividends

The basic policy of Keika Express is to return profits to shareholders reliably and
continuously. Profits will be distributed actively through dividend increases, stock splits ot
other measures to reflect business performance.

O Stock Issues and Stock Splits

The management of Keika Express also sees the expansion of ¢ apital gains through share
price increases driven by improving performance as an essential aspect of its efforts to
maximize shareholder value.

O ROE Target

ROE targets have been set for the Keika Express Group over the next three years. We are
determined to maximize returns by using the funds entrusted to us by shareholders efficiently.

6. Improving Customer Value and Owner-operator Value
0 Freight Consignment

The approach taken by Keika Express has been to outsource all or part of each specific aspect -
of physical distribution, such as transportation, storage and freight handling, from specialist
contractors, In the past, outsourcing was used primarily to reduce physical distribution costs.
In recent years, however, companies have increasingly turned to strategic outsourcing as a
way of concentrating their management resources on core competencies while
comprehensively contracting peripheral activities, such as physical distribution, to outside
providers.

Adaptation to environmental change i3 crucial. The Company’s operational and
marketing departments are continually monitoring shipper needs as part of a continuing drive
to develop new customers through proposal marketing covering all aspects of shippers’
physical distribution requirements.

Keika Express also works to expand its customer base by advising companies that
operate their own transportation operations about the advantages of outsourcing. These
include not only the liquidation of fixed costs relating to truck ownership and operating
expenses, such as truck management costs and personnel costs for delivery personnel, but also
‘the ability to hedge unseen risks, including accidents involving delivery workers, and user
liabilities under criminal and civil law in the event of accidents. When marketing its
comprehensive outsourcing capabilities, Keika Express puts particular emphasis on incidental
transportation-related services.

Specifically, the transportation and physical distribution market relating to
business-to-business (B2B) e-commerce expanded from ¥26 billion in 1998 to ¥290 billion in
2000 and is expected to reach ¥5.9 trillion by 2005, Considerable growth is also anticipated in
the area of business to consumer (B2C) e-commerce. These trends are expected to lead to the
centralization of B2B physical distribution, and the expansion of B2C physical distribution.

In the world of e-business, the term “dog year” is used to symbolize the fact that progress
and change occur at a much faster pace than in normal human time, just as one year in dog’s
life is equivalent to seven human years. This increased pace of change is also influencing
conventional commerce, as well as actual flows of goods through the physical distribution
industry. Many experts believe that there is an extremely high probability of restructuring in
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the physical distribution sector over the next few years, and that companies whose services
are limited to simple transportation services will be weeded out of the market.

Whatis needed in an e-business situationisa physical distribution system capable of
delivering orders from stores or distribution centers to consumers within a few hours, Physical
distribution contractors must be able to provide a range of capabilities, including the delivery
of fresh produce by evening, the delivery of items that require assembly and instructions, and
the provision of collection services as part of product distribution operations. Contractors are
even expected to ask consumers for subsequent orders. The majority view now is that
e-business cannot succeed using home delivery operators, which specialize mainly in one-way,
overnight deliveries and are unable to provide these additional services, and which have
reduced their physical distribution costs through the use of system technology. Even more
obvious is the limited ability of conventional physical distribution operators to meet the needs
of support and care businesses, which specialize primarily in personal services.

In the physical distribution sector of the future, the survivors will be those companies
that can act as arteries and Achilles tendons for all aspects of physical distribution and
propose and implement optimized solutions in both an e-business and a conventional business
context. Because of its proposal sales approach to physical distribution and its ability to
provide peripheral services, Keika Express is without doubt positioned more closely to this
profile than any other physical distribution company. The aims of the Medium-term
Management Plan are to use these strengths to full advantage, and to establish a position for
Keika Express as a equal partner with shippers in the physical distribution revolution through
continued marketing efforts.

0 Owner-operator Development Business

The physical distribution services provided by Keika Express are not limited to the simple
carrying of goods. Nor does Keika Express provide uniform, system-based services. Instead,
it offers comprehensive physical distribution software solutions that encompass services that
require human intervention. Customer satisfaction (CS) is to a large extent determined by the
human element in the form of the owner-operators used by Keika Express.

The deterioration o f Japan’s employment environment, &s e videnced by the worst full
unemployment rate on record, is a positive factor for the owner-operator development
activities of Keika Express. Many people come to Keika Express seminars hoping to become
owner-operators,

However, this prolonged d ownturn in the employment situation brings withit the risk
that people who are personally and financially unsuitable will apply to become Keika Express
owner-operators. It has been necessary to tighten the screening process to ensure the
continued quality of owner-operators and transportation services. The resulting reduction in
the number of newly contracted owner-operators, and the increased level of establishment
support provided from the initial stage onwards will temporarily cause a decline in earnings.
However, Keika Express regards the recruitment of a large force of owner-operators with
whom it can maintain stable, long-term business relationships as an effective way to ensure
growth in the long-term perspective. Quality owner-operators increase customer satisfaction,
and the result is a win-win situation in which owner-operators, shippers and Keika Express all
benefit.

The challenge for Keika Express now is to strengthen the guidance that it provides at the
development stage so that it can develop large numbers of owner-operators who can all
achieve high standards of customer satisfaction and handle high-added-value contracts on
long-term basis. Keika Express is committed to continuing efforts to maintain a good
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environment by winning freight transportation contracts with high unit prices, so that it can
improve both sales and the quality of transportation services.

7. Improving Employee Value -

Corporate value is maximized through the business activities of employees, Keika E xpress
will enhance and expand the human resources of its entire group by improving the abilities of
individual employees under a human resource system geared toward value creation. It will
also seek to stabilize its work force by increasing the fixed portion of salaries as well as
payments based on results and ability. Goal-based and success-linked remuneration, such as
stock options, will also be used as a way of achieving true equality in the staff assessment
process. K eika Expross also aims to accelerate the expansion of its business strategies and
rapidly shift its human resources into priority business areas. In addition to its in-house
employees, Keika Express will also recruit skilled people who can produce results from the
general work force. Remuneration will be proportionate to results, without reference to age,
educational background or experience.

The energies of the entire Keika Express organization will be channeled into the early

- realization of these goals.

b3
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Reference
Trends in the Physical Distribution Industry

The rapid expansion of IT-related demand has triggered increased private sector capital
investment, leading to a recovery in the Japanese economy, especially the business sector.
While increased production is having a positive effect on personal incomes, however,
consumer spending continues to go through repeated cycles of advance and retreat.

The restructuring process that began during the recession has this year expanded to
encompass the realignment of entire corporate groups, including subsidiaries. Until there is a
full-scale recovery, the economy will continue to weather a storm of reduced job creation, and
business realignment and corporate restructuring,

According to the Transportation Policy Bureau of the Ministry o £ Land, Infrastructure and

Transport (formerly the Ministry of Transport), the volume of freight carried by the

transportation sector in fiscal 1999 amounted to 5,863 million tons, an increase of 0.7% over

the previous year’s total. This ended a downward trend that began in fiscal 1997, Freight

carried on a commercial basis accounted for 49.0% of this total, an increase of 1.8 points from

the previous year, while the percentage carried in shippers’ own vehicles declined by 1.8

points to 51.0%. A comparison of these figures with the fiscal 1991 mix 41.1% commercial -
freight and 58.9% in-house freight confirms an upward trend in the percentage of freight

carried commercially.

The prospects for an upsurge of consumer spending are poor, and construction demand is
also sluggish. However, consumer-related physical distribution as a whole is benefiting from
the expansion of the home delivery market resulting from the growth of e-commerce.

These trends indicate that IT-related demand is the driving force in the transportation
sector, as in other industries. In the future it is likely that conventional transportation services
based on the simple carrying of goods will be increasingly give way to consumer-oriented
physical distribution services capable of providing frequent, small-volume transportation to
meet consumer needs.

In the current fiscal year, the introduction of the long-term-care insurance system has -
already been reflected in increased demand for meal deliveries to the aged. Other growth
areas include food deliveries from on-line supermarkets, and consumer-to-consumer (C2C)
distribution through Internet auctions. “old economy” retailers with physical outlets are
meanwhile moving onto the Internet ag “clicks-and-mortar” retailers, leading to a gradual
‘realization on the part of consumers that they can have familiar items delivered to their homes
instead of going to buy them.

Conventional physical distribution companies are responding to these environmental
changes by evolving into third-party logistics (3PL) providers. In addition, companies from
other sectors, especially trading companies and warehouse-based wholesalers, are
increasingly moving into the physical distribution business as c onsultants, Theresultisan
accelerating process of industry restructuring, in which s ome c ompanies are falling by the
wayside. The market today requires physical distribution operators with the ability to provide
high-frequency, small-load services at reduced costs, and the capacity to develop order-made
physical distribution structures.

Many net-based companies need proposal-type outsourcing. Home delivery companies,
which have reduced costs by applying systems technology to physical distribution, are unable
to respond to the conflicting demand for lower costs and order-made services.
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More and more companies are outsourcing all of their physical distribution operations,
and this trend is expected to intensify in the future, Keika Express specializes in the proposal
of individual physical distribution solutions and excels in the reduction of costs, This is an
excellent time for Keika Express to attract new customers and expand its business.
Management is confident in the Company’s ability to establish a strong position for itself as
an advanced physical distribution software enterprise.

0 The Environment for the Owner-operator Development Business

The employment situation in Japan remains extremely harsh. The average full unemployment
rate for 1999 reached an all-time high of 4.7%, an increase of 0.6 points over the 1998 level.
A gradual economic recovery brought signs of a moderate improvement, including a rise in
the job opening-to-application ratio. However, conditions are still very difficult, as indicated
by the fact that the full unemployment ratio set a new record of 4.9% in February and March
2000.

Companies in certain industries have started to employ more workers, but the o verall
trend remains depressed, and major declines were still occurring in the second half of the year.
There is a still a strong perception that companies are over-staffed, though this trend appears
to have reached its peak. Work-force adjustments are o ccurring over 8 medium-range time
frame, and even companies that need more personnel are mainly hiring casual or part-time
workers because of uncertainty about the future outlook. As a result, the employment pattern
is still characterized by a downward tend in permanent job numbers, and an increase in the
number of casual jobs. Inadequate demand for labor accounts for only about one-quarter of
the high unemployment rate, which is also being influenced significantly by such factors as
changes in the attitudes of young workers, and an emphasis on younger workers in employer’s
recruitment patterns. Japan is an aging society, and the supply of labor will inevitably be
transformed by a dramatic decline in the number of young workers, and a rapid increase in the
number of older workers, There is a danger that this change could result in increased
mismatching and structural or frictional unemployment.

A growing percentage of Japan’s population is likely to shift from the younger age
groups into the older in the years ahead. Forecasts of the labor population suggest that the
number of young workers aged between 15 and 24 will decline by 4 million over the next
decade, while the number of older workers in the 55-plus age group will increase by 3.8
million. If labor demand remains heavily weighted toward younger workers, unemployment
among older workers, including baby boomers, will become an increasingly serious problem
over the next decade. Businesses will meanwhile face production bottlenecks caused by factor
"shortages resulting from a rapid decline in the availability of young workers. To prevent this
mismatching problem from expanding, companies will need to change their demand patterns
dramatically to reflect the supply mix, by reducing their demand for y ounger w orkers and
increasing their emphasis on employment of workers in the middle and higher age groups.

In the owner-operator development business, these factors have been reflected in a steady
increase in the number of people applying to become light truck operators. However, Keika
Express absorbs surplus workers through its owner-operator development business, and
because of the prolonged deterioration of the Japanese employment environment, there is a
danger that financially unsound people will also apply. To improve the standard of its
owner-operators and the quality of transportation services, Keika Express will therefore need
to tighten its applicant screening processes and apply tougher requirements from the initial
stages of start-up support.

This s ocial environment, whichis expected to continue in the foreseeable future, will
have a positive effect on Keika Express. Owner-operators in the middle and high age groups
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tend to achieve higher standards of customer satisfaction, and Keika Express intends to raise
the quality of its transportation services by selectively recruiting people in these age groups.
This is an excellent time to act positively in preparation for anticipated changes in the
employment structure by building and strengthening a corporate structure geared toward labor
shortages.
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May 28, 2001
G2 oo
To whom it may concern: B2 2
Company Kelka Express Co., Lid.
Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative Katsutoshi Nighlhara, President & CEO
Code: 9374, 2™ Section, Osaka Securities Exchange

Contact Hidek! Kajimoto, Director, General Manager, Business
Planning Division
. Telephone (06)6907-5770

Notice Concerning Unsecured Warrant Bonds Issue
{Introduction of incentive Plan for Directors and Auditors of Keika Express Co., Ltd.)

At its meeting on May 28, 2001, the Board of Directors resolved to implement an
unsecured warrant bonds issue in Japan. The purpose of the issue is to allow the
Company's directors and auditors to acquire subscription warrants. .

Kelka Express has been working since April 2001 to link remuneration as closely as
possible to business performance. The above incentive plan is intended to contribute to
the Improvement of business performance and the development of business activities by
further reinforcing profit awareness on the part of the Company’s officers.

Warrant bonds will be issued, and directors and auditors will receive the subscription
warrants as part of their remuneration. When the share price reaches a certain level, they
will be able to reallze gains by exercising the warrants to acquire Keika Express shares,
which can then be sold on the market. If the share price fails to rise, they will not be able to
realize gains on sales, and the value of their subscription rights will be extinguished.

~ The aim of the plan Is to provide a strong incentive to directors, who are responsible
for the impravement of business performance. It is expected to give renewed energy to the
organization and drive rapid improvement in performance, ultimately bringing substantial
benefits to shareholders and investors.

Overview of Warrant Bond Issue

1. Name of issue Keika Express Co., Ltd. First- Unsecured
Warrant Bonds

2. Total amount ¥200 million

3. Denomination ¥1 million, one type only

4, Form of Issue Only in bearer form with coupons

5. lInterestrate 2.35% per annum
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Issue price

Redemption value
Redemption date
Application date
Pay-in date
Subscription method

Security, guarantee

Financial covenants

Method for redemption

maturity

Interest payment dates

Location for interest and princlpal

payments
Underwriter

Matters relating to warrants
Percentage of warrants to be granted

S&C TOKYO/ALO 813-3213-6470 NO. 1032

¥100.6 per ¥100 of face value (including
the bond issue price of ¥100, and the
warrant issue price of ¥0.6)

¥100 per ¥100 of face value

June 14, 2005

June 13, 2001

June 14, 2001

Total issue to be underwritten by Daiwa
Securities SMBC Co., Ltd.

There will be no physical collateral or
guarantees on these bonds, and no
specific assets will be reserved.

Negative pledge

Repurchase and cancelflation of these
bonds will be available from the day after
the issue date, provided that this does
not exceed the total amount of the
aggregate Issue value of shares relating
to unexercised warrants.

June 14 and December 14 each year
The head office of Kelka Express Co.,
Ltd.

Daiwa Securities SMBC Co., Ltd.

P.

hg

100%. Each warrant will confer the right to receive new shares with an issue value of
¥1 milllon (hereinafter referred to as an “allotment”).

Total issue value of new shares that can be issued through the exercise of warrants

¥200 million

(3) Type of shares to be issued through exercise of warrants
Keika Express Common shares with par value (par value: ¥50 per share). Proviso: If
Keika Express issues common shares without par value, the shares issued will also

be common shares without par value.
(4) Conditions for exercise of warrants

The issue price per Keika Express common share issued through the exercise of
warrants (hereinafter referred to as the “exercise price”) will be ¥1,500. The number
of common shares with par value issued through the exercise of warrants will be as
shown below. Where calculations result in fractions of one share, these will be
discarded. The issue price will be adjusted by using the market price method.

Number of sharas =

Total allotment of subscription warrants
surrendered by a bearer seeking to exercise warrants

Exercise price
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(5) Period for exercise of warrants
From July 2, 2001 to June 10, 2005
Proviso: |t will not be possible to exercise any further warrants if the obligations of
Keika Express in respect of this bond issue are accelerated.
(6) Partial exercise of warrants
No partial exercise of warrants will be allowed.
(7) Transfer of warrants
Warrants can be transferred separately from the bonds. Proviso: Directors and
Auditors of Keika Express Co., Ltd., as stipulated In item 20 below, will in principle be
unable to transfer warrants under the provisions of a memorandum to be concluded
with the Company.
(8) Amount of exercise price not transferred to capital
This will be portion of the exércise price (if adjusted, the adjusted price) remaining .
after deduction of the amount transferred to capital. The amount transferred to capital
will be the exercise price multiplied by 0.5. Any fraction of one yen resulting from this
calculation will be rounded up to the next whole yen. Proviso: When Kelka Express
common shares par value are issued through the exercise of warrants, if the amount
to be transferred to capital as calculated according to the above formula is less than
the par value of Keika Express common shares with par value, the amount
transferred to capital will be the par valus.
{9) Locatlon for processing of payments _
Sumitomo Mitsui Banking Corporation, Kadoma Branch
(10)Location for processing of requests to exercise warrants
Daiwa Securities SMBC Co., Ltd. (head office and Osaka branch)
19. Recording agency ‘ '
Not applicable :
20. The subscription warrants issued by Kelka Express will be repurchased in full from the
underwriter on the payment date and then allocated to the Directors and Auditors of
Kelka Express as part of their remuneration.
21. The above terms and conditions are s ubject to the validity of registration under the

Securities Exchange Law.

Matters Relating to the Subscription of the Subscription Warrants

1. Name of issue Kelka Express Co., Ltd. Subscription Warrants (first)
2. Total amount ¥1,200,000
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Issue price ¥0.8 per ¥100 of allocation
Value assigned to each ¥1,000,000
subscription warrant
Number issued 200
Application unit 1
Application date © June 13, 2001
Payment date June 14, 2001

Application office

Daiwa Securities SMBC Co., Ltd.

NO. 1032
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June 12, 2001
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To whom it may concern: i 2/
Company Keika Express Co., Ltd.
Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Representative Katsutoshi Nishihara, President & CEO

Code: 9374
Contact Hideki Kajimoto, Director, General Manager, Business Planning

Division
Telephone (06)6507-5770

Notice Concerning Business Alliance between Seino Transportation Co., Ltd. and Keika
Express Co., Ltd.

Seino Transportation Co., Ltd. and Keika Express Co., Ltd. have agreed to join in a business
alliance.

The new alliance provides for nationwide delivery of small commercial freight items from the
approximately 1,000 business customers of Keika Express in the Tokyo metropolitan area.
Approximately 2,400 owner-operated vehicles contracted to Keika Express will be used to handle
related tasks, including freight collection and incidental light work. Seino Transportation will
provide nationwide trucking. The arrangement allows each company to focus on the areas in which
it excels.

Keika Express and Seino Transportation will be able to make effective use of their
management resources and expertise under the new alliance. W hile focusing on their respective
core competencies, the two companies aim to strengthen and expand their business operations and
gain increased synergy benefits in relation to the development of new business operations and new
customers. The alliance is expected to produce the following specific benefits.

1. Keika Express excels as a providelz of low-cost, high added-value services, including
non-standard freight transportation and combined freight handling and transportation
services, within its service areas. The linkage of these capabilities with the nationwide
delivery network of Seino Transportation will allow Keika Express to offer nationwide
delivery services, while Seino Transportation will benefit from the rapid establishment of
high-added-value end-user services.

2. Until now Seino Transportation’s final collection time has been limited by the need to allow
time for various tasks, including loading, sorting and travel to base. Because of the alliance
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with Keika Express, it will now be able to extend its final collection time each day to 10:00
p.m. The resulting differentiation of its services from those offered by competitors will help
to boost sales and profit in the area of commercial small-load freight.

3. Conventional delivery services cannot accommodate non-standard items. However, Seino
Transportation will be able to develop new services based on the expertise of Keika Express
in relation to non-standard freight and incidental freight-handling services. By
differentiating its services in this way, Seino Transportation aims to increase its sales and
profit in the area of commercial small-load freight.

Overview
Products: Commercial small-load freight
Collection vehicles =~ Owner-operated light freight vehicles and general light
vehicles
Collection area 23 wards of Tokyo proper
Collection hours: 9:00 a.m. to 10:00 p.m.
Sales targets: 1st year: ¥500 million, 2nd year ¥1,000 million, 3rd year:
¥2,000 million
Start-up date: July 1, 2001

Keika Express has built its business operations through a double outsourcing approach, whereby
freight transportation is contracted to owner-operators of light freight vehicles. The alliance with
Seino Transportation signals its expansion into the area of freight forwarding based on the use of
general freight vehicles.

Keika Express will continue to take full advantage of its business mode] as a transportation
company without trucks to maximize corporate value and achieve further growth.
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August 20, 2001

To whom it may concern:

Company Keika Express Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager, Business Planning
Division

Telephone (06)6907-5770

Notice Concerning Personne! Changes Resulting from Introduction of Executive Officer
System

This is to inform you that Keika Express Co., Ltd. has decided to introduce an executive officer
system, effective from May 17, 2001. The new system will be introduced to improve management
speed and clarify operational responsibilities and roles. Executive o fficers were appointed at the
Board of Directors meeting on August 18, 2001. ‘

1. The Introduction of the Executive Officer System

1. Aims
O The roles and functions of the Board of Directors will be strengthened through separation
of management and executive responsibilities.
0O Authority and responsibility will be clarified through increased development of operational
executive authority, leading to prompt decision-making and speed-focused management.

2.- Definition and Role of Executive Officer
O Executive officers will be appointed by the board and will be responsible for the
performance of operations in accordance with authority conferred by the Board of
Directors and the Representative Director and the directives thereof.
O Executive officers will devote themselves to the performance of operations and the
achievement of results in accordance with business policies and strategies determined by
the Board of Directors.

3. Term of Office
Executive officers will be appointed for a period of one year.



P
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II. Appointment of Executive Officers
The following people will become executive officers as of August 21, 2001.
New Post Previous Post
Masafumi Hada Executive Officer | Manager,
Responsible for Business | Business Division I
Division I
Katsuhiro Ueno Executive Officer | General Manager, Business

Division Il

Respongible for Business

Headquarter

67
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August 21, 2001

To whom it may concern:

Company Keika Express Co., Ltd.

Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative  Katsutoshi Nishihara, President & CEQO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager,
Business Planning Division

" Telephone . (08)6907-5770

Launch of New Escrow Service for Yahoo! Auctions .
— Business Alliance Based on Core Competencles of Kelka Express Co., Ltd.,
Asteric Co. Ltd. and Net Protections Inc.—

Keika Express Co., Ltd. (head office: Kadoma-shi, Osaka, President & CEO: Katsutoshi
Nishihara) has formed a business alliance with Asteric Co. Ltd. (head office: Shinjuku-ku,
Tokyo, President and Representative Director. Seiji Takahashi), which provides total
support services for Internet businesses, and Net Protections Inc. (head office: Minato-ku,
Tokyo, President and Representative Director: Satoshi Enomoto), which specializes in
support for e-commerce. The three companies will establish a new escrow service
business providing payment collection services and merchandise delivery (transportation)
services for Internet auction users, In addition to conventional payment and merchandise
guarantee services. The system will be provided to Yahoo! Auctions, which is the leading
Internet auction organization with over 2.5 miltion items on offer. The three companies are
aiming for first-year sales, including escrow fees, of ¥1,000 miliion.
~ Successful bidders on Yahoo! Auction, which is operated by Yahoo! Japan, will have
the option of using the new service, called NP Marumaru Hosho." Existing escrow
services impose an additional burden on bidders, who are often required to pay funds into
bank accounts or register their cards before they receive goods. The new service will be
differentiated by the reduced burden on bidders, including payment collection through a
collection agency service, and guarantses against problems occurring up to 14 days after
the delivery of auction goods, including merchandise damage, returns (*1), shortfalls and
substitutions, and transportation risk, (inability to collect or deliver goods, redirection, etc.).
Net auction users face a varisty of risks. In addition to fraud, such as failure to send
merchandise for which payment has been made, there is also the danger of exposure to
stélkers, and the illegal use of personal information. This service allows people to use net
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auctions with peace of mind.
* Excluding merchandise returns resulting from a change of mind on the part of the buyer

Escrow fees (including delivery, insurance and payment charges, etc.) are based on the
final bid price. There are flat rates of ¥1,800, ¥2,500, ¥3,500 and ¥4,500 for amounts up to
¥30,000, ¥100,000, 200,000 and ¥300,000 respectively.

The new service will be Introduced from August 2001 on Yahoo! Auction, the biggest net
auction site In Japan. It will probably also-be introduced by other net auction operators.
The three companies are likely to develop other joint business in the areas of B2B and
B2C commerce
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Qctober 22, 2001

To whom it may concern:

Company Keika Express Co., Lid.

Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative  Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Hideki Kajimoto, Director, General Manager,
Business Planning Division

Telephone (06) 6907-5770

Notice Concerning Comprehensive Business Alllance between Keika Express Co.,
Ltd. and DAT Japan, Limited

Keika ExpreSs Co., Ltd. (head office: Kadoma-shi, Osaka, President & CEO: Katsutoshi
Nishihara) and DAT Japan, Limited (head office: Bunkyo-ku, Tokyo, Representative
Director: Toshio Katayama) have formed a business alllance to strengthen their business
strategles in anticipation of the privatization of postal services. DAT Japan specializes in
short-notice charter deliveries, especially motorcycle courier services in the Tokyo
Metropolitan Area. By combining their respective specialties, the two companies aim to
enhance their ability to meet the physical distribution needs of the business sector while
developing business strategies in readiness for postal privatization.

This alliance will link the proposal sales capabilities and B2B contracting services of
Keika Express in the field of physical distribution with the motorcycle courier management
expertise and mail operations of DAT Japan in the Tokyo Metropolitan Area. Keika Express
plans to launch a nationwide motorcycle courier network, a sméll—item mixed-load system
(carrying small items for multiple shippers In the same vehicles), and a nationwide mail
service to take advantage of mall privatization.

The small item mixed-load service and mail services are already operating in Sapporo,
Sendai, Nagoya, Osaka, Hiroshima and Fukuoka. The launch of a mail service in Tokyo
will be major step toward the completion of a nationwide network.

DAT Japan will progressively introduce 400 Keika Express light trucks between late
October and early D ecember. It will use its e xisting v ehicle dispatch s ystem 1o build an
extremely efficient light truck express delivery system. Shipper information provided by
Keika Express through Its sales organization will help to offset DAT Japan’s limited sales
capabilities during the start-up phase.

Keika Express and DAT Japan are both involved in the light-vehicle transportation
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business but have totally different vehicles, methods and business operations. The alliance
between them will create an extensive and comprehensive light truck transportation group
capable of responding to all customer needs. The two companies will also be able to
expand their mail operations In preparation for the privatization of mail services, while
facility sharing will allow them to reduce the selling and administrative costs associated
with the start-up of new business operations. Both Keika Express and DAT Japan will
benefit from the rapid and efficient development of activities based on their respective core
competencies,

DAT Japan will also be given the right to use the “TRUSTEX" logo, which is a trademark of
Keika Express. As a TRUSTEX Alliance Member, it will display the logo on its facilities and
vehicles.
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October 25, 2001

To whom it may concern:

Company Keika Express Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO

Code: 9374 ‘
Contact Hideki Kajimoto, Director, General Manager, Business Planning Division
Telephone (06)6907-5770

Notice Concerning Adjustment of Interim Performance Forecasts for the Fiscal
Year Ending March 2002

The performance forecasts published with the annual accounts on May 17, 2001
have been adjusted as follows to reflect recent performance trends.

1. Consolidated Interim Performance Forecasts for the Fiscal Year Ending March
2002 (from April 1, 2001 to September 30, 2001)

Recurring Profits Net Profits
Previous forecast (A) ¥546 million %316 million
Adiusted forecast (B) ¥361 million ¥(72) million
ncrease (decrease) (B-A) (%185 millien) (¥389 million)
Percentage increass (decrease) _(34.0%) -
First half of previous year ¥733 million ¥405 million

Non-Consolidated Interim Performance Forecasts for the Fiscal Year Ending March
2002 (from April 1, 2001 to September 30, 2001)

Recurring Profits Net Profits
Pravious forecast (A) ¥541 million ¥287 million
Adjusted foracast (B) ¥827 millien ¥356 million
Increase (decrease) (B-A) ¥288 million ¥69 million
Percentage Increase (decrease) : 52.8% 24.1%
First half of previous year ¥504 million ¥273 million

2. Reason for Adjustments to Consolidated Interim Performance Forecasts

(1) Consolidated performance has been affected by the Iower~than-expected interim
results from Kelka Express CS, which was acquired in April 2001. As a result,
both recurring profits and net profits fell below the consolidated forecasts
published with results for the year ended March 2001. Since its acquisition,
Keika Express CS has increased its efforts to develop new customers. It is also
working to curtail unprofitable transactions and reduce labor costs and other
overheads. The benefits of these efforts should start to become apparent in the
second half of the year.

(2) The non-consolidated position is benefiting from the strong performance of
transportation operations. Other contributing factors include the sale of truck
bodies based on Keika Express specifications to a motor vehicle manufacturer.
Interim recurring profits is expected to be substantially higher than the amount
forecast when the results for the year ended March 2001 were published.

3. Other Matters
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Consolidated and non-consolidated performance forecasts for the whole of the year
to March 2002 will be announced when the interim results are published.
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February 14, 2002

To whom it may concem:

Company Keika Express Co., Ltd.

Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshi Nishihara, Senior Managing Director

Telephone (06)6907-5770

Notice C oncerning Comprehensive Business Alliance between K eika Express Co., L td. and
UNITY Co., Ltd,
— Strategic Reinforcement of Light-work Contracting —

UNITY Co., Ltd. and Keika Express Co., Ltd. have decided to undertake an integrated business
alliance to best realize the dynamics of a contracted-work business, by which we will further
capture opportunities arising from companies’ logistical needs by allowing them to outsource
common physical-distribution operations.

Through this new alliance, the two companies will create a comprehensive physical
distribution outsourcing group capable of responding to all customer needs. Other advantages
include the strategic reinforcement of both companies’ operations in readiness of the privatization
of postal services, and the reduction of selling and administrative expenses relating to new activities
through facility sharing. Both Keika Express and UNITY will be able to develop their activities
rapidly and efficiently by specializing in their respective core competencies.

This alliance brings together the proposal sales capabilities of Keika Express and the
operational staff management expertise and recruitment capabilities of UNITY. The aim is to gaina
larger share of the market for light work contracting, demand for which has expanded rapidly in
recent years. Keika Express had been planning to expand into the light work contracting business.
This new alliance is expected to accelerate the development of a nationwide service network and
the expansion of sales in this area.

With the guidance of Keika Express, UNITY will subcontract aspects of the development
business under a newly launched development support business. Starting in March 2002, it will also
build a trucking business based on the progressive introduction of Keika Express light trucks.
During the start-up phase, the Keika Express sales force will provide support, including information
about shippers, to offset UNITYs initial lack of sales expertise. UNITY will also be given the right
to use the “TRUSTEX” logo, which is a trademark of Keika Express. As a TRUSTEX Alliance
Member, it will display the logo onits facilities and vehicles. It will also have o pportunities to
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achieve dramatic cost reductions and rapid business expansion by actively sharing offices, facilities
and operational staff through the TRUSTEX Alliance.
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April 1, 2002

To whom it may concern;

Company | Kelka Express Co., Ltd.

Head Office 12-32, Kakluchi-cho, Kadoma-shi, Osaka

Representative  Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshl Nishihara, Senlor Managing Director

Telephone (08)6907-5770

Keika Express Establishes ¥3,000 Million Commitment Line

Keika Express Co., Ltd. (head office: Kadoma-shi, Osaka, President & CEO: Katsutoshi
Nishihara) has reached agreement with four major financial institutions concerning the
continuation of Its ¥3,000 milion commitment line with a lower Interest rate than in the
previous year. The agreement was signed on March 29 with Sumitomo Mitsul Banking
Corporation, acting as lead manager, and UFJ Bank, Ltd., Mizuho Bank, Ltd., and the lyo
Bank, Ltd as joint participants. Kelka Express will use the commitment line to improve its
financlal efficiency and the fiexibility of its access to funds.

Sumitomo Mitsul Banking Corporation and UFJ Bank will each lend ¥1,000 million,
Mizuho Bank ¥800 million, and the lyo Bank ¥200 million, making a total of ¥3,000 million.

With the renewal of the contract, the four banks also agreed to reduce the loan
interest rate by 0.25%. This is a refiection of the strong confidence that major banks have

- in Keika Express, despite the extremely poor economic conditions currently prevailing in

Japan.

Keika Express aims to increase its sales to ¥50 billion within three years. It plans to
use the commitment line a flexible way of obtaining finance. '

Financial institutions Sumitomo Mitsui Banking Corporation, UFJ Bank,
: Ltd., Mizuho Bank, Ltd., the lyo Bank, Ltd.

Commitment line ¥3,000 million

Contract period 364 days on and from March 29, 2002

Interest rate on funds TIBOR +0.5% (previously TIBOR + 0.75%)

borrowed .

What is a Commitment Line?

A commitment line is a line of credit established in advance between a company and
financial institutions. The company is able to borrow up to the amount of the commitment
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line at any time without further credit checks, but It is required to pay fees. Under the Law
Conceming Commitment Line Agreements, which took effect in 1999, financlal institutions
have greater freedom with regard to fee levels and other aspects of commitment

agreements.
Compared with conventional loan transactions, there are significant benefits for

borrowers from the perspective of credit terms, access to liquidity, and efficiency. These
include the ability to borrow funds at any time during a specified period with security, lower
administrative costs, since loans are covered by a single agreement, and cost savings
made posslble by market-linked interest rates.
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To whom it may concern:

Company
Head Office
Representative

Contact
Telephone

Keika Express Co., Ltd.
12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Katsutoshi Nishihara, President & CEQ

Code: 9374

NO. 1032

Satoshi Nishihara, Senior Managing Director

(06)6907-5770

15% Anniversary Commemorative Dividend

P.

84

~ This is to inform you about a resolution of the Directors of Keika Express Co., Ltd. at the meeting
of the Board of Directors on April 13, 2002, concerning the final dividend for the fiscal year ended

March 2002,

1. Rea_son for Commemorative Dividend

Keika Express continues to maintain healthy performance. In addition to sustained business efforts
involving the entire Keika Express organization, that success is also attributable to the continning
support of our sharcholders. As an expression of gratitude for that support, the Directors have
decided to implementa commemorative dividend of ¥10 in addition to the ¥12.5 final dividend
stated in the previous forecast. The addition of this amount to the ordinary annual ¥25 brings the
total dividend for the fiscal year to ¥35.

2. Fiscal Year Ended March 2002 (from April 1, 2001 to March 31, 2002)

Previous Forecast Adjusted Figures Reference: Payments in
(Published May 17, Previous Fiscal Year
2001) (Year Ended March
2001)
Interim ¥12.5 yen (ordinary | ——w—-- ¥10 yen (ordinary
dividend [ dividend, paid) dividend)
per share
Final ¥12.5 yen (ordinary{¥22.5 yen (imcluding|¥15 yen (including
dividend dividend) ¥10.0 commemorative | ¥5.0 commemorative
per share dividend) dividend)
Annual ¥250 yen (ordinary{¥350 yen (including|¥25 yen (including
dividend | dividend) ¥10.0 commemorative | ¥5.0 commemorative
per ghare dividend) ~ | dividend)
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These payments are subject to approval at 15® Annual General Meeting of Shareholders to be held
in June 2002.
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May 1, 2002

To whom it may concern:

Company Keika Express Co., Ltd.
Head Office 12-32, Kakiuchi-cho, Kadoma-shi, Osaka
Representative  Katsutoshi Nishihara, President & CEO

: Code: 9374
Contact Satoshi Nishihara, Senior Managing Director
Telephone (06)6907-5770

Notlce Concerning Start of New “Keika B2B EXPRESS” Service
— Small-lot, Mixed-load Delivery Service for Commercial Distribution —

Kelka Express Co., Ltd, (head office: Kadoma-shi, Osaka, President & CEO: Katsutoshi
Nishihara) plans to launch a small-lot mixed-load delivery service for the
business-to-business (B2B) market. The service will be limited initially to the 23 wards of
Tokyo proper but will be progressively expanded, in step with demand, to encompass the
entire Tokyo Metropolitan Area, as well as the Chubu and Kinki regions. Keika Express is
planning for sales of ¥200 million in the fiscal year ended March 2003 and ¥6,000 million in
the fiscal year ended March 2004 from the new service. The goal is to achieve sales of
¥50,000 million, including sales from existing services, in the fiscal year ended March
2005. .

The charge per item will be around 40% of the amounts charged by major home
delivery companies. For example, the charge for an item weighing up to 2kg and with the
sum of three dimensions not exceeding 60cm will be around 50-80% of the cost for
general parcel mail. If multiple items are sent, Keika Express will match the ¥100 per item

-discount offered by major home delivery companies for between two and nine items. The

volume discount will be especially significant if 10 or more items are sent, since the cost
per item will be halved.

These low prices reflect the unique business model developed by Keika Express.
Instead of maintaining its own fleet of vehicles and drivers, it uses outsourcing to provide'
actual delivery services.

The new service will be marketed as “Keika B2B EXPRESS’. For items requiring
urgent detivery, Keika Express will also offer the “Keika B2B SUPER EXPRESS” servics.
For an additional charge of ¥6,500, urgent items will be carried in a charter vehicle
without other items. These services will be provided to meet specific customer
requirements. '
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Keika B2B EXPRESS will be introduced in the 23 wards of Tokyo proper on May 1.
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May 17, 2002

To whom it may concern:

Company Keika Express Co., Ltd. :

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshi Nishihara, Senior Managing Director

Telephone (06)6907-5770

New Medium-term Management Plan “Transition to the Second Stage of Initiation”
—Restructuring for Change to a Next-generation Standard —

We have drawn up a new medium-term management plan until fiscal year 2004 and will start
undertakings therefore from this fiscal year. We have almost completed the first stage of initiation
by the previous fiscal year, therefore, this plan is an important three-year plan for transition to the
second stage of initiation and our further growth and development in the future.

The Current Business Environment

O Companies are increasingly outsourcing their physical distribution operations.

O In the area of special mixed-load trucking, there is little competition for non-standard freight,
because the industry has sought to improve the efficiency of freight sorting and loading by
focusing on expansion of the market for freight that is standardized in terms of size, weight or
other factors. '

O Despite a decline in the overall volume of physical distribution in a deteriorating economic
environment, there is strong demand for non-standard freight, and there is still considerable
room in the market for services that reduce costs and add value. i

0 There is still strong pressure from shippers for reductions in physiéal distribution costs. This is
reflected in a continuing trend toward lower overall physical distribution costs driven by such
factors as reductions in the number of items, tariff reductions, and changes to physical
distribution methods.

Keika Express will maintain the following basic policies in this business environment.

Basic Management Policies

0 The competitive advantage (core competence) of Keika Express consists of expertise that allows
it to reduce costs and improve performance through the use of light trucks, and a powerful
proposal sales system. These capabilities will be further enhanced. '
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O Keika Express will develop its backbone infrastructure through M&A, alliances and other
means, to support utilization on a larger scale,

0 Keika Express will provide services that are differentiated from existing special mixed-freight
contractors, in order to capture customer demand with totally new services for which there is no

competition.

The business environment and basic business policies described above are reflected in the New
Medium-term Menagement Plan. The aim of this plan is to bring about a change from the existing
paradigm based on ownership, to a new light trucking paradigm based on utilization.

The New Medium-term Management Plan

The first stage of growth was driven by the use of light trucks, non-standard freight trucking, double
outsourcing, and contracted operators. Keika Express is now moving to its second stage of growth,
in which there will be a shift from utilization to networking—through associations with
subcontractors, independent contractors specializing in medium and large freight, and long-distance
transportation operators—including light work in warehouses. The contractor profile, which has
hitherto consisted mainly of individual owner-operators, will also be expanded to include
‘incorporated subcontractors. These changes represent a shift in concept from utilization to
networking. The fundamental concept of “utilization-oriented management” will be further
expanded to allow the entire Keika Express Group to provide a more diverse range of services to
customers. The following measures will be implemented to support this transition.

1. Expansion of Business Areas through Company Contracting

Keika Express has employed an approach known as “utilization-oriented management.” based
primarily on its “double outsourcing” concept. This approach will be further expanded through the
dynamic formation of inter-company business alliances. The infrastructure needed to provide
physical distribution services that match customer needs will be built through an active program of
M&A, the targets of which will include long-distance trucking firms and warehouse operators. The
powerful sales systems of Keika Express will provide a framework for the restructuring of
companies’ operations to create enhanced services that reflect the needs of Keika Express and its
customers.

The transition to a large-scale u tilization-oriented management will be achieved through the
formation of business alliances and subcontracting relationships, and through M&A resultiné in the
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creation of subsidiaries and associated companies. The method used will be selected flexibly to
achieve synergies with the parent company’s activities.

Major Contracting Arrangements, Partnerships, Mergers and Acquisitions to Date

Establishment of nationwide network
- Partnership with Seino Transportation Co., Ltd.
Preparation for privatization of postal services
= DAT Japan, Limited
Expansion of light work contracting
= UNITY Co., Ltd.
Incidental operations for medium and large freight
— Keika Express CS Corporation

2. Expansion into New Market (Establishment of Kelka B2B EXPRESS Service)

Keika Express will expand into the area of small-load/mixed-load freight services for businesses. It
has established the Keika B2B EXPRESS Service with the aim of gaining a share of the B2B
delivery market. The characteristics of the Keika Express approach, including its
double-outsourcing system and its use of light trucks, give it the advantage of being able to
calculate costs without including vehicle maintenance or operating expenses or driver wages. This
is reflected in extremely low rates that undercut competitors’ prices by about one-half. The charges
are especially attractive when multiple items are involved, & factor that is expected to differentiate
the Keika B2B EXPRESS service from competing services.

The growth achieved by Keika Express in the past resulted from an approach based on the use
of light trucks contracted exclusively to individual companies. By extending the light truck
approach into the mixed-load field, Keika Express will be able to expand its market arena by
offering a service that is totally different from its existing repertoire. The new service will be
introduced first in the 23 wards of Tokyo proper and progressively extended to the entire Tokyo
Metropolitan area, followed by the Chubu, and Kinki regions. It will be the flagship for an
expansionary phase that will further accelerate the growth of Keika Express.

3. Business Restructuring (Partial Outsourcing of Owner-operator Development Business)

Recent employment trends are reflected in a steady increase in the number of people wishing to
become independent operators through the K eika Express o wner-operator development business.
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Keika Express has been forced to limit the number of new owner-operators develops because of the
worsening credit positions of applicants in recent years. However, the recruitment of
owner-operators i8 an absolute imperative because of the continuing expansion of the transportation
business. Keika Express has responded to this issue on several levels, including the establishment of
a start-up support business based on the partial outsourcing of owner-operator development. It will
also secure mixed-load freight operators ﬂuough M&A and alliances, while facilitating efficient
light-truck freight operations through its subcontracting firms, This business format will allow
Keika Express to minimize exposure to new long-term receivables and other burdens while securing
the owner-operators that it needs. It will work under this structure to expand the use of
double-outsourcing in its transportation operations.

4. Improving Cost Competitiveness under New Business Structure

Keika Express will increase its emphasis on transportation operations by shifting from the present
mix of 70% transportation and 30% merchandise to an 80%-20% structure. During the start-up
phase, Keika Express needed to recruit large numbers of owner-operators to overcome a
supply-demand imbalance caused by heavy demand for transportation. Large-scale recruitment was
vital to the expansion of operations through the e stablishment of a nationwide service structure.
Keika Express has now achieved nationwide coverage, and its transportation business is operating
successfully. The focus has shifted to the recruitment of quality owner-operators, and the number
recruited is no longer increasing year-on-year.

This reduced emphasis on the development business, which offers high profit margins, will
cause a temporary decline in the sales-profit ratio. However, the anticipated advantages include
lower spending on advertising in relation to owner-operator recruitment, and the reduction of
long-term receivables and other burdens. The benefits in terms of medium- to long-term financial
strategy will be substantial, '

The following management goals have been established under these policies.
5. Management Targets

Keika Express aims to achieve consolidated sales of ¥50,655 million, consolidated operating
income of ¥3,715 million, and consolidated ordinary income of ¥3,814 million by the fiscal year
ended March 2005. The sales structure will change from the current mix of 70% of transportation
operations and 30% from the development business (in the fiscal year ended March 2002) to 82%
from transportation operations (made up of 71% from existing operations and 29% from
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small-load/mixed-load services) and 18% from the development business in the fiscal year ended

March 2005.

» Sales

Our goal is. to achieve consolidated sales of ¥50,000 million in the near future through the
expansion of small-load/mixed-load trucking.

FY2001 FY2002 FY2004 | 3-Year Change |
Consolidated_]|¥32,200 million | ¥34,300 million | ¥50,600 miltion | 157%
Non-Consolidat | ¥30,000 million | ¥31,600 million | ¥47,800 million | 159%

ed

» Operating Profits

We will strive to curb increases in selling, general and administrative expenses through in-depth
cost-cutting measures and efficiency improvements.

FY2004

3-Year Change

FY2001 FY2002
Consolidated 32,200 million ¥1,600 million | ¥3,700 million | 165%
Non-Consolida | ¥2,900 million] ¥1,000 million{ ¥3,100 million | 106%
ted
* Recurring Profits
FY2001 FY2002 FY2004 3-Year Change |
Consolidated ¥2,300 million  ¥1,700 million | ¥3,800 million | 163%
Non-Consolida | ¥2,900 million ¥1,100 million | ¥3,100 million | 107%
ted
* Net Profits
. FY2001 FY2002 FY2004 3-Year Change |
Consolidated ¥1,000 million ¥1,100 million | ¥2,100 million | 201%
Non-Consolida | ¥1,500 million ¥600 million | ¥1,600 million | 106%
ted
* ROE Targets

The following ROE targets have been set for the Keika Express Group over the next three years. We
are determined to maximize retumns by using efficiently the funds entrusted to us by shareholders.

FY2001

FY2002

FY2004

Consolidated

19%

18%

23%

Non-Consolidat
ed

26%

9%

19%
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The total energies of the Keika Express Group will be focused on the early achievement of these
goals.
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Reference:
Basic Management Thinking

The winners in the 21st century will be companies that shift from ownership-oriented management
to utilization-oriented management.

When I started this business, I was confident in my sales abilities but lacked capital. With this sales
skill as my only core asset, I used outsourcing for other requirements. At the time, ownership was
the accepted norm in this industry, and the utilization appfoach was c onsidered abnormal. Most
companies in existence around 1987, when I established Keika Express, structured their business
operations around a value system that emphasized ownership. Both individuals and companies
gained a sense of prosperity through ownership. The era of high economic growth and inflation was
characterized by a value system based on ownership.

The environment changed after the end of the Cold War. Inflation gave way to deflation, and
those on the East side in the Cold War became part of the West. A global glut of both facilities and
labor caused the value of goods to decline, triggering a deflationary trend. Since then the United
States has produced a new yardstick known as the “global standard.” Our value systems today are
based on utilization rather than ownership.

This environment requires a shift from ownership-based management to utilization-based
management. Necessity forced us to adopt utilization-based management 14 years ago. I believe
that the ability to decide what to keep and what to discard is crucial to management strategy. I do
not say that ownership is wrong in all cases. What we need to do is abandon accepted wisdom and
preconceived ideas and consider afresh how profit and corporate growth are achieved.
Unconventional ideas can be very powerful.

. We first need to choose what it is that we must “own” to give ourselves an advantage over our
competitors, Then we must make decide efficiently how we approach utilization and outsourcing
for other aspects of our activities. The core activities for Keika Express are sales and development.
Basically, we outsource everything else. The only assets that we own are our sales capabilities and
expertige. Our keyword is “light freight,” and our goal is to ensure our growth and expansion as a
winner through increased concentration of our management resources.

We look forward to your continuing support in the future.

Katsutoshi Nishihara
President and CEO
Keika Express Co., Ltd.
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June 24, 2002

To whom it may concern:

Company Keika Express Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshi Nishihara, Senior Managing Director

Telephone (06)6907-5770

Notice Concerning a Business Alliance with Nihonbashi Warehouse Co., Ltd.

Nihonbashi Warehouse Co., Ltd. and Keika Express Co., Ltd. have decided to undertake business
alliance to best realize the dynamics of a contracted-work business, by which we will further capture
opportunities arising from companies’ logistical needs by allowing them to outsource commuon
physical-distribution operations.

The business development policy of Nihonbashi Warehouse Co., Ltd. calls for aggressive expansion
of revenues from freight handling and related activities, in addition to rental income from warehouses
and office buildings. The aim of this approach is to build 2 dual-income structure besed on
diversification into freight transport, especially light trucking, and support for business establishment.
Under the new alliance, Keika Express will provide Nihonbashi Warehouse with business management
technology and sales c apabilities. The two ¢ ompanies aim to achieve synergy benefits by building a
relationship based on complementation, including the reinforcement of their business bases through
reciprocal utilization of facilities and cooperation between sales and operational staff. .

We have also agreed to acquire 1,697 thousands ordinary shares of Nihonbashi Warehouse Co., Ltd.
from Tsuzuki Boseki Co., Ltd., a8 a result of such acquisition, we will hold 11.3% of the issued and
outstanding shares of Nihonbashi Warehouse Co., Ltd. :

Overview of Nihonbashi Warehouse Co., Ltd.

(1) Name Nihonbashi Warehouse Co., Ltd. (Cods: 9318, TSE 2™ Section)

(2) Main Warehousing, leasing of warehouses and other facilities, freight
activities handling, real estate leasing

(3) Establishment February 1922
date

(4) Head office 2-7, Nihonbashi Odenma-cho, Chuo-ku, Tokyo

(5) Representative Mamoru Isonare, President

(6) Capital ¥750,000,000 (15,000,000 shares issued)
(7) Employess 53 (as of March 31, 2002)
(8) Major Tsuzuki Shoji Co., Ltd. 28.29%

ghareholders  Tsuzuki Boseki Co., Ltd. 24.76%
(As of March 31, 2002)
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September 17, 2002:

Company Keika Express Co., Ltd. :

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshi Nishihara, Senior Managing Director

Telephone (06)6907-5770

Notice Concerning Acquisition of Treasury Stocks

Po100

Keika Express Co., Ltd. has implemented an acquisition of treasury stocks formerly held
by one of our subsidiaries in accordance with a decision taken under the provisions of
Article 211-3 of the Commercial Code.

1. Name of subsidiary

2. Type of shares acquired

3. Number of sharas acquired
4. Total acquisition cost

Note: Method used to
calculate acquisition
price

5. Acquisition method

Luck Co., Lid.

Ordinary shares of Kelka Express Co., Ltd.
12,000 (0.16% of total shares issued and
outstanding)

¥19,932,000 (¥1,861 per share) See note

The average of closing prices (including quotes)
for ordinary trading in shares of Keika Express
Co., Ltd. on the Osaka Stock Exchange over a
period of 30 trading days (excludinqhdays with no
closing price) starting from the 45" trading day
before the Board of Directors’ meeting on
September 14, 2002 (average rounded up or
down to the nearest first decimal place)
Off-market negotiated transaction

For Inquiries about this matter, please contact Mr. Sogawa, Manager, IR Section, Planning
Division (Telephone: (06) 6970-5770). '
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March 14, 2003

To whom it may concern:

Company Keika Bxpress Co., Ltd.

Representative Katsutoshi Nishihara, President & CEO
Code: 9374

Contact Satoshi Nishihara, Senior Managing Director

Telephone (06)6907-5770

Change to Major Shareholders

This is to inform you about changes to the list of major shareholders of Keika Express Co., Ltd.,
effective from March 13, 2003.

1. Background to Changes

To clarify management responsibilities and increase management authority, President & CEO
Katsutoshi Nishihara has accepted the transfer of 253,000 shares from Yutaka Nishihara, a Director
of Keika Express Co., Ltd. This has resulted in changes to the list of major shareholders.

2. Names, etc., of Major Shareholders

Yutaka Nishihara ceases to be a major shareholder,

* A major shareholder is defined a shareholder with shares equivalent to at least 10% of total shares
issued and outstanding. (Securities Exchange law, Article 163 Paragraph 1).

3. Numbers of Voting Rights and Held by the Shareholders Concerned, and Shares of Voting Rights

of all Shareholders
Yutaka Nishihara
Number of | Share of Total | Ranking on List
Voting Rights | Voting Rights | of Major
Shareholders
Before change (as of March 1, 2003) 9,079 units 11.84% 5rd
After change 6,549 units 8.54% 3rd

* Under “number of voting rights”, one unit = 100 shares.
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Reference: Katsutoshi Nishihara
Voting Rights | Share of Total | Ranking on List
Voting Rights | of Major
Shareholders
Before change (as of March 1, 2003) 10,165 13.26% Ist
After change 12,695 16.56% Ist

* Under “number of voting rights”, one unit = 100 shares.

4, Date and Method of Change

P. 103

The change was implemented on Thursday, March 13, 2003 through an off-market negotiated
transaction in stock exchange securities at the closing price on that date.

For inquiries about this matter, please contact Mr. Masanori Sogawa, Manager, IR Section, Planning

Division (Telephone: 06-6970-5770).
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ENGLISH DOCUMENTS

Set out below are the English documents referred to in ANNEX B items 25 to
27,
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Profile

PETITIVE ABILITY
{QUE BUSINESS MODEL

Keika Express Co., Ltd. was established in 1987 to develop and provide freight services that would surpass exist-
ing standards. n contrast with conventional consumer-oriented distribution services, which are based on the
movement of standard light-freight items to destinations, our approach was to accommodate all kinds of non-stan-
dard items, and to offer a comprehensive system that also includes the various operaticns that precede and follow
sransportation. This unigue approach to freight transportation allowed us to achieve rapid growlh, and loday we

are Japan’s leading light trucking company.

Our business is based on a double outsourcing business structure that links owner-operators of light freight
trucks with the customers who consign freight. We propese physical distribution rationalization plans o our cus-
tomers and sign operational contracts covering a range of physical distribution services. We then consign the
reqiuired operations 10 owner-operaters, who provide the comprehensive physical distribution services required by

cur customers.

Hicp

P

The twe core components of aur activities are the owner-operator development business. which involves the use of
our exclusive systems to develop owner-cperators, and tie transportation business, through which we provide
physicai distribution services for business customers. The developmeni business consists of owner-operator devel-
opment and training, and saies to cwner-operators of light irucks fitted with exclusive large-capacity bodies of our
own design. Our transpertation business includes the proposal of fransportation rationatization plans with benefits
that include cost reductions, and the provision of comprehensive physica distribution services to shippers. This
unique dual business structure, which combines high returns with low costs, is the key to our status as the lead-

ing company in Japan's iight truck freight industry.

denagement

P R a1t 11 Yi b
Hzaton-oleies w

Under our business mcdel, neither we nor the companiss that consign freight as our customers have vehicles or
staff. This contrasts with the ownership-based mode! emplayed by conventional freight transportation companies.
The words “utilization-oriented” in this context signify the fact that both the customer and the transportation sub-
contractor benefit under our system. We aim to discover new business opporlunities through the ongoing develop-
ment of our utilization-oriented business management,




S&C TOKYO/ALO 813-3213-6470

Nutline of Business

Consigned Freight Owner-operator

Transportation , Development
Keika Express

Business Business

Income from sales

Ingame from Lransportation
of hght trucks

Outsourcing of Outsoutcing of
logistics dalivery
eperationg GPRATIONS.

/

pumm——— T G DI
Supply of detivery and

oiher value-sdded

seryices on contract

> Light-truck Operation
> Double Outseurcing
> Non-standard Freight

> Owner-operator System

« Developing solutions for client needs and exploring niche
" markets of the transportation business
e Estabtishing low-cost operation and flexible value-added

services

» Achicwsd Mo d position in the Y 3 iranspostation

inarket,

Contents
Consolidated Financial Highlights 2  An interview with the President 3 Frequently Asked Questions 8
Financial Summary 13 Financial Review 14 Financial Statements 16 Board of Directors/Histary 32 Corporate Data 33
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Keika Express Co., L1d. Annual Report 2002




2

21, MAR. 2003 22:37 S&C TOKYO/ALO 813-3213-6470 NO. 1433 P 8
Consolidated Financial Highlights
Years ended March 31
Thousands of
Thousands of Yen M
2002 2001 2002
Net Sales ... terertisnerenteres i ¥32,208,723 ¥25,809,739 $241,716
Operating INCOME ...c..vcremmeimirininienmsesemniiierin 2,245,162 1,148,707 16,849
Net Income .....occorenennes e ereraee bt ar s e e s 1,053,488 680,552 7,506
Total ASSEtS ..oovervrrersrenirinenns rveivenseenerssenire 17,249,056 11,718,573 129,449
Shareholders’ EQUItY vovcvueevvmrercensrsverererisseans 6,110,150 5,130,690 45,855
ten U Dolrs
Net InCOME Per Share .u...ocvvrvceerrenrrsenainaresnes ¥  138.33 ¥ 96.78 $ 104
Cash Dividends Per Share ......c.ccccvervecarsannens 35.00 25.00

0.26

Notes: 1, Yen amounts have been transiated, tor convenlenca only, at ¥133.25 = US$1, the approximate exchange rata on the Tokyo Forelgn Exchange Markst on March 31, 2002,
2. The computation of net income per share is basad on the weighted averags number of sheres of common stok outstanding during each year, Tha waighted avarage number of
common shares used In the computation was 7,615,547 shares for 2002 and 7,032,088 shares for 2001,
8, Cash dividends per share presented n the accompanying consolidated statements of income are dividenda applicable to the respectiva years Including dividends to be paid after

the end of the year,
Net sales Net income
(Millions of yen) {Mlilions of yen)
35,000 1 7,500

hareholders’ equi
Aareholders” equity

28,000

1

Keika Express Co., Ltd. Annual Report 2002




S&C TOKYO/ALD 813-3213-6470

An Interview with the President

In the consolidated accounting period
ended March 31, 2002, Keika Express Co.,
Ltd. achieved consolidated net sales of
¥32.2 hillion, the highest total since its
shares were listed. Net income aiso
reached a new high of ¥1.1 hillion. Keika
Express will use this sustained growth and
its robust business structure as the founda-

Presidert and CEG Katsutoshs Nishihara

tion for a new phase of expansion under its
new medium-term management plan,
“Second Stage of Growth.”

B enns B8 dipr teray Rian
T i Piteatinnm-Sar wan

Evolution to Next-generation Double Outsourcing

_Entering New Market by Expanding “Utilization-oriented Managament”-

Strategy 1: Exploring a New Market

s Tapping small, coiabined-carge dalivery market {BZB1 with low-cost and rapid delivery

Stratepy 2: Restructuring Business Foundations

= Tacunng alliad companies to wehorn we aufsource fugh velumeas of cmall, combined-cargs
delivery by promicting business altiances

» Securing subconiacturs by pramoting "Start-up Supiport Business™ for lucal small of

medigm-sizesd trucking Hrms

Keika Exprass Co., Lid.  Aunual Report 2002
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leika Expross has achieved sus-
tainet growill BYEIY yeat SHICE #9
[}

estabiishsment, What has been the Key 1o

vair sunness?

Keika Espress Co., Ltd.  Annual Report 2002

“Under this business model, we can avoid the increasing burden
of 1abor and vehicle costs. As a result, we are ahie to concen-

trate our management resources on the reinforcement of our

sales systems and the development of new customers.”

When we first estoblished Keika Ergpess, we introduced a new businass maodlel that was
unigue in the Japanese trucking industry. We were a trucking cotpany without frucks. That
husiness model fias brought Us enormaous SLCCess. Since this structure enables us to focus
ouy operations on saies activilies and alsc to reflect more precisely customar needs, we can
ageresstucly deveton new customers and accept their transportation contracts, which we thian
contract cut to the vwner-operators that we Aeveloped and whe work closely with us. The
pwner-operators provide the actual transporiation and related services. We call this approach
"douhle outsouicing.”

Under tus business model, we can avoid the increasing burden of tabor and vehusle
costs. As a result, we are able fo concentrate our management resources on the reinforce-
ment of our sales systems and the development of new cusomers by making service pro-
posals. Qur awner-operators also banefit, since they can concentrate on their trucking oper-
alions and related activities withnut wasting timme on marketing. We have enhanced the abil-
ity of our owner-cperaiors 1o respond to shipper needs by developing our own light-truck
design. The prionties for shippers &ré lovéer custs, and access to high-frequency. smialt-lot
tricking Servives for pon-standard fiems. Qur vehicles, which combing low maintenance
and funping costs with increased capacity ag well as excellent flaxiility and maneuverabiti-
iy, are {he perfect answer to thase needs. Everyone bensfits: customers, nwner-cperators
and Keika Express,

Light tracks are not subject to lagal restrictions. Costs are fow, and performance i
tent, Our owner-aperators, who wark gs independent contraciors under our Vdoubie outsourc-
ing"” systam, use thess vehicles to provide transpostaticn corvices for non-stancerd freight, an
ares that has been naglected by mator trugking firms. The key 10 Gur sULCess was (il uze of
this approach 1o develop a niche matket in the physical distribution sector.

(See the “FAQ" seciion for information about hnt-truck freight services and Japanese

jaws and regulations.)




21, MAR. 2003 22:39
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. new medlum-term management

plan, “Second Stage of Growth,” Which

you faunched in fiscal 2002
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Financial Goal of New Medium-term Management Plan
2002 : 2005
¥32billlon =  ¥50 billion

Net Income ¥1.0billion => ¥2.1 billien
ROE S 19% => 23%

_ Our four key business concepts are light trucks, non-standard freight, owner-operator system,

and doubls outsourcing. By combining these four elements, we have been able to develop a _
niche market, and to build a positicn for ourselves as the feader in the light-truck transporta-

. tion market, Today we are a ¥30 billion enterprise. In May 2002, we formulated a new three

year-plan to gulde our transition to the second stage of our business growth,
Two major features of our business environment are a growing need for physical distribu-
tion outsourcing and demand for bath non-standard freight services and low-cost transporta-

tion, Our baslc strategy In this business environment has been to strengthen our core compe-
“tence in the area of light-truck freight services, to build powerful marketing systems, to

astablish infrastructure to support the use of our services on a larger scale and ta raspond to
customer needs with servicas that differentiate us from existing major home delivary firms,
In addition to our four key business concepts, we have also expanded and refined the con-
cept of “utilization-oriented management™ as part of our accslerating evolution to a next-gen-
eration double outsourcing approech hased on business partnerships, Our basic strategy for.  *
this new era will be to provide our customers a more diverse range of services, o
. “Under our new medium-term management plan, we aim to achiave net sales of ¥50.6
billion, net income of ¥2.1 hillion, and ROE of 23% in the year ended March 31, 2005.

. Through the achievement of these goals, we will strive to maximize our corporate value,

including our vaiue to our sharehoiders, customers, owner-operators and employees.

Eﬁtering a New Market

For Specified Clients
with Exclusiva Contracts

Entering a New Merket,
826 Smali, Combired-carpo Qalivary

About ¥2-3 Trillion

Light-truck Freight
Transportation Business Market

Over ¥620 Bilfion

Keika Express Co., Ltd. Annual Repart 2002
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NO. 1433 12
‘ What spsni.ﬁc measures wiil you One strategy will be the expansion into a new market. That market is mixed-load delivery of
Q pseto reslize thess poals? 4 business-to-business (BZB) goods. in May 2002, we faunched the Keika B2B EXPRESS

sarvice, which will Initially target the 23 wards of central Tokyo. The markat for small-lot,
mixed-load B2B dslivery is estimated to be warth around ¥2--3 trillion, so a successful entry
Into this market can be expected to give a major hoost to our business growth. We planto
expand the territory we cover pragressively to encompass the entire Tokyo metropolilan area,
and then the Chubu (Nagoya) and Kinki (Osaka) regions. ’

Another key efement of our medium-term management pian is the restructuring of our
business base. Thers Is growing demand for our comprehensive distribution services, and we
intend to meet that demand by establishing contracts with subcontractors’capable of estab-
lishing their own outsourcing operations to augment our individual owner-operators, We also
plan to build a service-contracting network based on partner companies. To implament these
thanges, we will need to bulld our “Start-up Support Business,” which will allow us to par-
tially outsource our owner-operatar development activities to subcantractors, We will also -
need to secura mixed-load freight operators through M&A end alliances, while facllitsting . -
efficient light-truck freight operations through our subcontracting firms. By combining indi-

- vidual owner-operators and subcontrectors with our business-contracting network, we will be
able to provide speedy, low-cost solutions for large-scale freight trucking needs.

PR
. B

.
T

R

H *‘;‘.5’5.' ;:;“';if‘.

- "y 'What will be your priarities as you  First of all, we will work to strengthen our proposal marketing capabilities, which are a key "
: Q imploment these measures? asset for our trucking business. For example, in June 2002, we established a third sales
- . L - department, which Is dedicated to the Kelka B2B EXPRESS service operated by our Tokyo

branch. Prierities in relation to owner-operator development include the reinforcement of L
inspection and verification sysiems to improve the guality of owner-operators and their
transportation services, As far as subcontractors are concarned, our priorities will be to-
secura sufficlent ownar-operators by providing support for operator development. We will . L
also provide our knowledge and systems to partner companies. in this way, we will strive to .
reduce the risk of contracting for transportation services on a large scale. This expansion '
of our transportation operations will Increase the contribution to the transportat:on busn- .
ness to 80% of net sales, from the present level of 70%. .

Support BuéineSs'

Owmer-operator System Subcontractor System -
Basic Structure : Structure of Start-up Support Busmess
“Double Outsourcing” Business System - New “Double Qutseurcing” Businass System

as Truckless Freight Company as Fosusing on Expioiting Operatibns

$upp|y of detivery
and other value-added
sarvicas on contract

6 Kelka Express Co, Ltd. Annual Repart 2002




“We are confident that our robust business hase and solid
income structure will generate the necessary resaurces to sup-

port our aggressive M&A strategy.”

What are your plicies on M&A First, we will work to strengthen our group earmning pawer by putling Keika Express s Co.,
9 o Business Alliances? Ltd., which we racently acquired, onto 2 profitable fooling. Kaka Express CS uses medium-
size and large vehicles to provide transpaortatinn and related sevvices. At the same time, we
will strengthen ol altiance with ather carriers, such a3 Seino Transpertation Co., L.,
UMITY Co., Ltd., and DAT Japan, Limied. e are also actively engaged in MSA Largeted
toward the distribution sector. For example, i hme 2002, we acquired a shareholding m
Nihonbashi Warshouse Co., Lid. and bezan ta build a business alliance. This strategy is
designed to strengfhan and expand our distribution channeis.

To support [hese stratsgies, we will need substantizi cash fiows. We are confident that

our robust business base and solid income structure will penerate the Necessary rescuries to
> I

sUppPOrt GuUr Ageressive MEA strategy.

Seino Transportation

Long dictance tanspartaben

Keika Express CS DAT Japan
i .-—\ons!l ‘i!islancz’:‘ :.’ e el oy e
fansporiation ;

Nihonbashi Warehouse UNITY

Intearied distributian Light work canfsactor

Kewka Express Co., Ltd. Annuzl Repart 2002
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Frequently Asked Questions

What laws apply to the

lapanese transportation sector?
Two laws govern the physical distribution
sector in Japan, The aims of those faws and
thair imptications for our business activities
can ba summed up as follows.

In the past, the trucking business was
regulated under various business lews, such
as the Road Transportation Law and the
Forwarding Business Law. The government
responded to the increasing sophistication
and diversification of the industry by devel-
oping a two-law structure consisting of the
Trucking Business Law and the Fraight
Forwarding Business Law. These laws have
been in effect since December 1990,

A number of devagulatory measures were
introguced under the Trucking Business Law
with the aim of revitalizing the industry. The
old government centification system for par-
ticipation In the industry was replaced with a
licensing system, while tariffs and charges
becams subject to notification instead of
approval, In contrast, regulations designed
tn ensure safety and maintain order in the
transportation sector were tightened.

All forwarding businesses, which were
previously covered by separate regulations
aeccording to the type of organizations
invalved, are now subject to ah integrated
regulation under the Freight Farwarding
Business Law. This system ensures that the
regulations are applied both consistently and
comprehensively,

Wa recalve transportation consignments
from customers (shippers) and re-consign
tham to owner-operators of light-freight
trucks, Under this business model, we are
not requirad to submit notifications as an
operator of light-fralght vehicles, since wa .
use contracted owner-operators to provide
transportation setvices under consignment
contracts between ourselves and the cus-
tomers, However, notification as a light-tnick
freight operator would be required if we were

Kelka Express Co., Ltd. Annual Report 2002

to provide transportation services uslng vehi-

cles that we owned with drivers employed by -

us. Under the former businass model, we
can set our charges without reference to any
supervisory agency, since we are regarded as
a shipper in relation to the operator of the
light-freight truck. As a result, we are not
subject to any spegific limitation when set-
ting consignment charges under contracts
between ourselves and our customers,

In Japan, under the Freight Forwarding
Business Law, transportation by a carrier .
that uses ships, alrcraft, raitways or trucks to
provide freight service is defined as “actual
transportation,” whila transportation that
uses the services of those operating carriers
is called “non-actuat transportation.” The
law also divides freight forwarding business-
¢s into “non-actual transporters” and “trans-
portation handiers,” The trucking business is
defined as the use of vehicles to cary freight,
but the definition excludes light trucks with
thres or more wheels, and motorcycles. The
trangportation services provided by Keika
Express using light-freight trucks are not
classed as “actual transportation” under the
law, Nor can thosa servicas be defined as
“non-actual transportation,” or “transporta-
tion handiing.” Accordingly, Keika Express is
not subject to the provisions of the Freight
Forwarding Business Law.

Qur business is based on the aggres-
sive development of our owner-operator sys-
tem, and on a low-cost charge structure,
We are confident that these business fea-
tures will allow us to remain highly compet-
itive in the future.

Note: We make frequent use of Keika Express CS
Co., Lid., a general vohicle freight lransportation
company. Now that we have acquired that company
and tumed it into 8 subsidiary, we will be required
to obtain a Class-1 Non-actus! Transportation
Business License.

How do you view recent trends

in the Japanese transportation
sector and the future gutlook for the
industry?
The state of the Japanese economy is
apparant from a string of major bankrupt-
cias. The world economy is also showlng
Increasing signs of recession In the wake of
a downturn in the previously bugyant U.S.
economy. Uncertainty about the future has
caused consumer spending to stagnata,
whils more and more companies are reduc-
ing their capital investmant plans.
Obvigusly these trends have serigus impli-
cations for the transportation sector,

There have also been soeial changes,

including !ifestyle diversification and the

‘reduction of working hours. As public attj~

tudes and value systems have become more
varied, the transportation sector has come
under pressura o provide diversified and
sophisticated services at Yower costs.

" Moreover, the introduction of the Trucking

Business Law In 1990 has been followed
by an expanding influx of new companies
into the Industry. This situation is reflected
in excessive competition, and while the
overall tonnage of freight in Japan has
remained constant, transportation efficiens
¢y has deteriorated dua to decfining truck
operating rates and volumes. per vehicle.
Physical distribution has become
extremaly important to Japanese companies
since the collapse of the economic bubble
of the late 1980s, and It is now widely
believed that companies with robust physi-
cal distribution systems will prospar. This
Situation has raised the status of the physi-
cal distribution business. Companies in the
transportation sector now face a varlety of
challenges, including the need to respond
to the demand for high-frequency, small-
load trucking and “just-in-time"” services.
Another cruclal Issus for the industry is the
need to maintain price competitiveness by




21, MAR. 2003 22:42
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raducing physical distribution costs and
chargas for carrlage. ’
in tha Japanese transportation sector,
the percantage of producer freight has fall-
en while that of consumer freight has
incteased. This reflects the growing pepular-
-ity of non-store shopping, such as television
shopping and mall order, as wel! as con-
sumer acceptance of lifestyle-support out-
sourcing, such as delivery of meal ingredl-
ents and dry-cleaning, and shopplng servic-
@s. The number of items handled by home
delivery services continues to increase
staadily, and in fiscal 2000, over 2.5 billion
items wera carried, If postal parcels are
included, the number rises to 2.8 billion,
These trends are driving changes In the
physical distribution sactor, which Is
. increasingly moving toward an emphasis on
high-frequency, fow-volume services,
There has alse been a changs in per-

caption of logistics ta encompass the flow -

of goods under both the producer freight
and consumer freight sectors. The markset
neads transportation companies capable of
proposing systems to reduce physical distri-
bution costs, including transportation costs
and associsted laber costs. Japan now has
around 130,000 light-truck freight opera-
tars (as of March 2001). The Ministry of
Land, Infrastructure and Transport esti-
mates the market is worth about ¥620 bil-
lion annually. There Is growing social
awareness of the light-truck freight trans-
portation business, which is ideally suited
for the provision of consumer-oriented
physizal distribution services, thanks to its
Hexihility and fow costs. Demand is
expanding steadily, and we believe that the
market for this type of transportation will
continue to grow in the future, .

S4C TOKYO/ALO 813-3213-647¢

How do you view the future out-

iook for the light-truck freight
transportation business?
As we stated earlier, Japan now has around
130,000 light-truck freight operators.
Despite the huge number of operators, the
market s far from saturation, In regional
citias outside of the Kanta, Chubu and Kinki
regions, public awareness of freight trans-
portation based on light-weight trucks is still
extremely low, and there ars few operators,
There is still ample scope for growth In
latent demand for this type of transportation
servica. The law requires businesses trans-
porting freight by general motor vehicle to
own a minimum number of trucks. In con-
trast, most light-truck freight operators have
just one truck or perhaps two or three, If

-bperators have enough work to fill their vehi-

cies, they da not need to market thelr servic-
&s to customers aggressively. For this rea-
son, vary few light-truck freight transporta-
tion firms have seperate seles departments.
As a result, users have been unaware of the
convenience of this type of transportation
and the ways in which it can be used, and
soclal awareness of the business has
remained low. We believe that thera is con-
slderable scope to reize awareness of the
light-truck transportation contracting busi-
ness through aggressive customer develop-
ment activities,

Inspection and citation of overlosded
vehicles was strengthened after the intro-
duction of the two physical distribution laws
in Japan. This situation led most focal con-
tractors to switch to larger vehicles, moving
from two-ton trucks to three- or four-ton
vehicles, so that they could specialize in
\arge-volume charter services, With thesa
services, shippers order capacity by the
truckioad, Existing mixed-load truckers
meanwhile sought to fill their vehicles by
obtaining licenses for additional regions, or
by expanding their networks Into new

NO. 1433 .. 15

regions through mergers with or acquisitions of
smal} and medium carriers. Some operators
were aiso forced to invest their own money in
the reinforcement of thelr freight collection
and area-marketing systems, Because of these
changes, the transportation industry is now
polerized between charter operators and
mixed-load ¢oparators, who require substantial
capital and large business structures,

Economic stagnation and uncertainty
about the future have added urgency to efforts
to cut physical distribution costs of various
companies. This is reflected in Increased use
of light trucks, which have low costs per vehi-
cle. Companies that previously distributed
their products in two-ton vehicles are now
switching to light trucks as way of adapting to
changing consumer lifestyles, and the result-
ing need for high-frequency, low-volume serv-
lces, Transportation contractors with systems
based primarily on two-ton trucks are rapidly
becoming redundant. T

In this environment, companies are start-
ing to select approachas that allow them to
distribute their goods appropriately for the

lowast possible cost. They need to hedge the .

risk of economic fiuctuations by turning the
fixed costs associated with corporate distribu-
tion systems, including costs relating to truck
ownership and the employment of transporta-
tion personnel, into variable costs. This imper-
ative Is reftected in the growing use of out-
sourcing to streamliine organizational struc-
tures, spread risks and raisa the level of spe-
cialization. '

For these reasons, we betieve that the
Jight-truck freight transpertation business
offers enormous growth potential,

Keika Express Co., Ltd, Annual Repart 2002
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Review of Operations

Powerful Proposal-based Marketing Combined with Non-standard
Transportation Approach Focused on Customer Needs

5 .
Established in 1987, Kelka Express Co., Ltd. has eamed the trust and confidenca of its customers through & unique businass approach bassd
on the concept of physical distribution “software,” Our key strength is our unigue business structure as a physical distribution trading compa-
ny. Our assets as a specialist In the “software” aspects of the physical distribution industry Include the proposal capabilities of our expert
staff, and our ability to offer superior products, services and netwarks, Actual transport operations are outsourced to owner-operators with the
abillty to provide an in-depth rasponse to the neads of individual customers. Our assets are our markating systems and proprietary knowledge.
- This structure allows us to proposa prompt, fow-cost, high-frequency, smali-volume physical distribution solutions for avery customer, It

has also allowed us to help the companies that use our services to rationalize their physical distribution operations and reduce costs.

This proposal-based marketing approach is backed by the powarful marketing skills of cur expert staff, who have a profound knowtedge of

physical distribution. Of the approximately 800 smployess of the Keika Express Group, around 450, or 56%, are involved in marketing.
Market development and expansion into new areas of activity have played a key role in our success, and we will continue to strengthen our
marketing organization in the future,

Keika Express has combined this highly sffective proposal-based marketing system with a non-standard transportation system that sup-
ports a fine-tuned response to the overall physical distribution needs of each customer. We designed our own large-capacity, light-freight
trucks with 1.6 times the capacity of conventional light-freight trucks. Our system is Ideal for all types of goods, from furniture and foodstuffs
to pharmaceuticals and plants. .

Our comprahensive services encompass all aspects of physical distribution, including unpacking and placement of goods at the destina-

tion, thae installation of furniture and electrical goods, and collecting of waste goods. We also process Invoices and handle warehousing tasks. .

Proposal Business Operation

Powerfut Marketing and
Exploring Customer Needs

v

~ Plauning '

Proposing cost-  Non-standard Flexible Nationwide Establishing
reduction and freight by services, networks and  new businesses
rationalization  large-capaclty Including owner-operator reflecting
light-freight incidental development customer
© trucks services needs

Keika Express Co., Lid. Annual Report 2002
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Inventing an Owner-operator System and Building a Nationwide
Network

The business operations of Keika Express are based on a unique double-outsourcing system In partnership with owner-operators who run
independent physicai distribution businesses, Owner-operators ara recruited through a stringent selection pracess., By March 31, 2002, we
had signed contracts with approximately 9,900 owner-operators throughout Japan. A further selection process occurs within this group,
and about 5,300 of the very best owner-operators actually work with us, We will continue to recruit and train skilled owner-operators
through 2 program of briefings and seminars. In addition, we are actively improving the education of our staff who oversee our owner-oper-
ator recruitment activities.

in the past, our development activities have focused primarily an individual owner-opstators, Under our Start-up Support Business, we
also subcontract owner-operator development to local small and madium-size trucking firms, to which we supply our knowledge in this

area. These compznigs will be the foundation for our Next-generation Double-outsourcing System. The doubls-autsourcing approach
allows us to provide comprehensive salutions to customers’ naeds by working in mutual bensficial partnership with companies whose
resources and business structures complement ours. Our network consists of approximately 9,900 owner-operators, 2,900 work confrac-
tars, and 2G0 operational subcentractors,

A powerful infrastructure network, including more than 134 businass bases throughout Japan, supports the activities of Keika Express.
Our business bases form part of a carefully structurad area-marketing strategy. They are hubs for the development of owner-operators, work
contractors and operational contractors, as well ag for the acquisition of new customers. We are aggressively expanding our business activities
to reflect regional characteristics, including industrial and population structures and the distribution of commarcial areas.

Nationwide Network

(as of March 31, 2602)

[ ) ﬁumger o; grancm‘smaws ‘ )
i~ Number of Owner-o persons
& Work Contractors (persons)
@ Subcontracting Companies

Hokuriku Area
e 3

Chugoku/Shikoku Area

® 609
Tokyo Branch @ 137
Chubu Area

Head Office e 11
{Osaka) 1,097
Kinkl Area | § 202
o 15
-1,544  Chubu Branch
e 707
e 30

Keika Express Co., Ltd. Annual Report 2002
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Building a Presence in the New B2B Market

Throughout Its history, Keika Express has worked to accumuiate knowledge and build a powerful business infrastructure. We are now using
thoss assats as the basis for presence in the hew business-to-business (B28) smal, combined-cargo delivary market. in May 2002, we
launghed a new service called “Keika B2B EXPRESS.” We have expanded our operations to include not only our traditional system based on
owner-operators assigned to specific customers, but also courier-style delivery of smell lots to multiple recipients, We are working to differenti-
gte ourselves from competitors and expand our market in this area of increasing demand, We offer & flexible range of high-added-value servic-
es, such as non-standard freight delivery and peripheral operations, based on our long years of experience in the ilght-freight trucking busi-
ness. In addition, our rates are around one-half those of conventional freight contractors. We launched the service in fiscal 2002, focusing ini-
tially on the 23 wards that make up central Tokyo. In the future, wa plan to expand the service to ancompass the entira Tokyo metropolitan

area, as well as the Chubu and Kinki regions,
We offer services to meet specific customer requiremants. For example, our Kaeika B2B SUPER EXPRESS service handles urgent items

requiring same-day delivery. We 2iso offer a cash-on-delivery collection service, as well as the Keika Express Collect Service, which atlows
items to be digpatched with freight payable by ths recipient. The latter service is operated in partnership with Aplus Co., Ltd. We are continu-
ally fine-tuning our services to meet all custoemer needs. For example, payments can be made using various credit cards, such as JCB, VISA
and J-Debit. .

We aim to build this service category into a core activity in the future, The B2B small, combined-cargo dslivary market Is worth an esti-
mated ¥2-3 trilllon, and we are determined to achieve accelerated growth by quickly establishing our position In this market.

Keika B2B EXPRESS

With cost accounting excluding vehicle maintenance and operating expenses and driver's
personne! expenses, the Campany is able to offer services witht much lower prices compared
to other competitors.

> Rates at 50-60% of Postal Express Delivery and 40% of Major Home Delivery Firms

> Starting Pickup and Delivery in 23 Wards of Tokyo
¢ Expanding Coverage to Tokpo Metropolitan Area, Nagoya and Osaka

> Outsourcing Operations to Owner-operators and Allied Companies
(Allled Companies)
+ DAT Japan, Limited (HQ: Tokyo)}
* UNITY CO,, Ltd. (HQ: Osaka)
> Planned Revenue from This Business
¥200 million FY2002,
¥6 billion FY2003

Keika Express Co., Lid. Annual Report 2002 -
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Years ended March 31
Consolidated
| Millions of Yen
1998 1999 2000 2001 2002
NEt SBIES cuveerrcrsir it -— ¥21,267 ¥23,569 ¥25,809 ¥32,208
Gross Profit .....cccvvinnciciinnniininisnimesiens. — 9,360 10,116 10,192 12,202
0OPerating INCOME cvuvvvrecusenresrerssasnereensesseressniees — 1,440 1,299 1,148 2,245
Ordinary INCOME  ...cocreniivnvsnnimrmsissenssrnenssesranens -— 1,594 1,353 1,256 2,346
NEt INCOME ..convviirmenisririmmsisnisissarsmsssssssassas — 506 680 680 1,053
Total ASSEES ....ovvreiirivinsnmissii s —_ 8,020 10,779 11,718 17,249
Shareholders’ EQuity ...oueent vt saies — 2,230 3,196 5,130 6,110 -
Capital ...... s s - 544 544 1,182 1,262
Shareholders' Equity Per Share {Yen) .......ccvvesveruns - 406.82 485,31 676.87 794,93
Net Income Per Share {Yen).....cmrinnnoinnins — 92.42 103.47 96.78 138.33
Non-consolidated
) Millions of Yen
1998 1999 2000 2001 2002
Net SA1ES ...vviviinimininin i e e ¥16,759 ¥21,295 ¥23,275 ¥25,486 ¥30,024
Brass PrOIt .uvvomcsnsmssineosisrimanieressssrenionrsnisnnes 7,071 9,481 9,804 10,032 12,609
Operating INCOME  ..ivvveiriiniinicninninmeinnens 1,114 1,702 1,330 1,159 2,913
Ordinary INCOME  ....ociiiricnnrrnsrincsmensss e ae e 1,231 1,886 1,381 1,222 2,989
Net InCOME .oviiiivimeciiei s 312 872 709 668 1,586
Total ASSets ........oounmerinrsnans e 5,992 7,201 8,417 9,538 14,096
Shareholders' EQUILY .oovcevarcmininininioensiiaiseniane 1,752 2,596 3,369 5,291 6,804
Cabital .............................................................. 544 544 544 1,182 1,262
Shareholders' Equity Per Share (Yen) ...c....cvveieians 319,596.23 473,51 512.12 698.12 885.30
Net Income Per Share (Yen).......ceuusenss! Corverenerass ~ 56,910.52 159.11 . 107.76 95.07 208.39
Cash Dividend Per Share ........ceviieimiiininnnen 7,500.00 15.00 20.00 25.00 ' 35.00

Keika Express Co., Ltd. Annual Report 2002
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Financial Review

Performance _

In the current consolidated accounting period (from April 1, 2001 to March 31, 2002) the general stagnation of the Japanese economy was
reflected in declining frelght volumes for the Japanese transportation industry. Despite this difficult environment, Keika Exprass continued to
build its business activities steadily, especlally in the area of frelght transportation contracting. In addition to existing demand tor low-cost
transportation services for non-standard freight, Keika Express aiso benefited from & growing need for contracted transportation of medium
and large frelght items and Incidenta) services that do nct Involve transportation. It was able to attract substantial volumes of freight business
through & coordinated approach to physical distribution, basad on a combination of praposal-type marketing of outsourced fight-truck freight
services, and physical distribution coordination in partnership with physical distribution companies,

Tha success of this approach was apparent from net sales for the current consclidated accourtting penod which increased by 24.8% over
the previous year's level to ¥32,208 milllon. Though the results were affectad by the performance of Keika Express CS Co., Lid. (formerly.
Footwork Dallvery Service), which becama a consolldated subsidiary in the current accounting period, operating Income was still 95.5% above
the previous year's lavel 2t ¥2,245 million, thanks 1o efforts to minimize SGRA expenses. Though total income tax was a massiva 126.9%
higher than in the previous year, net income nevertheless rose by 54.8% to a new record of ¥1,063 million.

Segment Information

Transportation

The gross margin on non-~consolidated sales from transportation operations {freight transportation contracting) increased from 25.8% in the
pravicus consolidated accounting pariod to 27.6% in the current peried. This Improvement reflects proposal-based marketing with the empha-
sis on cost-cutting relative to conventional physlcal distribution systems, This approach was ih tune with expanding demand for low-cost,
smali-iot delivery services and physical distribution cutsourcing, Other factors Inciuded the development of ailiances with other companies,
such as Seino Transportation Co., Ltd., and the expansion of the Company's sales force as part of an increassd effort to attract necessary
freight customers. Earnings also benefitad from efforts to negotiate phased increases in tariffs on unprafitable contracts.

At the consolidated level, however, the gross margin on transportation sales declined from 25.8% to 24.0%. This reflects the fact that
the cust of sales included in-house physical distribution expenses, such as wages, service costs, maintenance costs and depreciation, relating
to the consolidated subsidiary Keika Express CS Co., Ltd. (which began to cperate in the black on a monthly basis in January 2002). Overall
consolidated transportation sales for that pariod were 27.6% higher compared with the same pariod in the previous year at ¥22,432 million.
Qperaﬂng income was also strong at ¥810 million.

Ovmer-operator Development ] :

Though the number of pecple wishing 10 bacome independent business owners continues to increasa, Kelka Express has made the improve-
ment of transportation quality the first priority for its owner-operator development activitles. In the current year this stance was reflected in the
introduction of tougher selection criteria focusing on applicant suitabllity and other factors. As part of its efforts to attract quality owner-opera-

Net Sales , < Qperating Income SG&A Expanses
{i¥icns of yeni (Mititans of yen) {Milfons of yan)
2,500 : - 10,000
2,000 8,000
1,500 6,000
1,000 4,000
500 2,000
4 0 A o 0
1999 2000 - 2001 2002 1999 2000 2001 2002
[ Owner-operator Development
B Transportation
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tors, the Company siowed down its engagement of owner-operators. Despita these moves, the development-related sales increased by 18.8%
over the previous year's level to ¥9,776 million, aided by the intreduction of new vehicles for subcontracting companies. Operating income

was also healthy at ¥2,782 million.
Note: There are no year-on-year comparisons of segment results, since segment information was Introduced for the first tima in the current consolidated

accounting period.

Cash Flows
in the current consolidated accounting period, cash and cash squivalents increased by ¥902 million compared with the previous accounting

period to ¥3,055 miilien.

Cash flows from operating activities
Cash flows from operating activities were negative by ¥1,561 miition, compared with a positive result of ¥488 million In the previous account-

Ing period. This result reflects an incraase in trade receivables and installment sales receivable,

Cash flows from Investment activities
Cash fiows from investment activitles were negative by ¥195 million, compared with negative ¥551 mmlon |n the pravmus accounting period.

The change was primarily attributable to increased short-term [ending.

Cash flows from financial activities
Cash flows from finantial activities were positive by ¥2,659 mitlion, up from negative ¥230 million in the previous accounting period. This

was mainly the result of increased short- and lang-term borrowing.

Financial Position
Total assets at the end of the current consalidated accounting pericd amounted to ¥17 249 million, an increase of 47.2% compared with the

position at tha end of the previous period. This reflacts a 47,7% rise in current assets, such as cash and cash equivalents and trade notes and ‘ .

accounts, and a 57.5% increase in investmants and other asssts, which include long-term recelvables.
Liabilities were 69,1% higher at ¥11,139 million. This was attributable to a 75.7% increasa in current liabilities, including short-term
bank ioans, notes and accounts payable and incoms tax payable, and to 2 49.1% increase in long-term iiabiiities, such as long-term debt.
The shareholdears’ equity increased by 19.1% from tha position at the end of the previous accounting period to ¥6,110 million. The
shareholders' aquity ratio was 35.42%, while ROE and ROA reached 18.7% and 15.3% respectively.

Cash Dividends ,
The cash dividend for the current accounting period was set at ¥25 per share of ordinary stock, including the ¥12.5 interim dividend. A com-

memorative dividend of ¥10 was also paid to mark the 15th annivarsary of the Company's establishment. This brought the total dividend to
¥35 per share. The non-conselidated dividend payout ratio for the current perled was 16.8%.

Total Assets Capital Shareholders’ Equity Ratio and ROE
(Miniazs of yen) (Mixions of yan) {%)
20,000 1,500 50
/AN
16,000 1,200 40
900 30
10,000
600 P4 %
5,000 300 1 ‘
a8 3 w__J a2 0
1999 2000 2001 2002 01998 20002001 3002 199 2000 2001 2002
[J Shareholders' Equity Ratio
M ROE
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Financial Statements
Consolidated Balance Sheets
Keika Express Co., Ltd. and Consolidated Subsidiaries
March 31, 2002 and 2001
Thousands of
. U.S. Dotlars
Thousands of Yen {Note 1)
ASSETS ' . 2002 2001 2002
CURRENT ASSETS:
Cash and cash eqUIVIENtS ..., ¥ 3,055,570 ¥ 2,153,353 $ 22,931
Shorf-term investment (Note 3) ....ocoicimmuimmssmneiin. 729,726 547,349 5,476
Receivable: '
Trade notes and accounts (Note 4) .......ccmmimrinncanin 6,181,075 4,148,033 46,387
OHEE veiirciin e intrisaiesecseraversssossasavesst nentas spsssemesannnsnas 1,051,785 697,738 7,893
Allowance for doubtiul 8CCOUMS ve.v.ruersersemssrssoressisnssernss (68,672) (57,054) (515)
Inventories (Not2 B} ...vccmmininrienensrennsemscnscnicsmeninnegns 107,783 40,242 809
Prepaid expenses and other current assets (Note 10) .......... 443,954 255,789 3,332
Total current assets ........ s s peter 11,501,221 7,785,450 86,313
PROPERTY AND EQUIPMENT (Note 7):
LANd s e s et ra s bbb renrsne e 426,055 416,299 3,197
Buildings and structures .........ccccvcvrveecersinserririorcorrananne - 453,758 374,871 3,405
Machinery and equipment .......ccccvevevnninvmeeenerninn. 656,208 303,336 4,925
Furniture and fiXtUres .....cocceiivimeniniienieieressnmresasnereiee 277,961 192,033 2,086
TOtAl oo e e saes 1,813,982 1,286,539 13,613
Accumulated depreciation ......... S, (864,831) (399,930) (6,490)
Net property and eqUIPMENE ..ouineieeirmmenieresaniien 949,151 886,609 7,123
INVESTMENTS AND OTHER ASSETS:
investment in uncansolidated subsidiary ... 80,000 600
Long-term receivable:
Trade .ot e b en s, 3,418,310 2,236,086 25,653
Altowance for doubtful aCCOUNTS .vvviveniininiecnierrncienine, . (1,254,730) (966,875) (9,416)
Deposit (Note 7} ..o, 980,568 754,809 7,359
Deferred tax assets (Note 10} c.ocvevcvinnianimonnnnimenn 879,167 649,888 6,598
Other agsets (Note 3 and 7) .covvveeriversennnrisssecstmiesessnessnense 695,369 372,606 5,219
Total investments and other assets .........crevrianicns 4,798,684 3,046,514 36,013
TOTAL ...t e e e s an e e s s sase s en s b eseans ¥17,249,056 - ¥11,718,573 $129,449

Sex notas to consolideted finangis) statemants,
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Thousands of
U.8. Doliars
Thousands of Yen (Nats 1)
LIABILITIES AND SHAREHOLDERS' EQUITY 2002 2001 2002
CURRENT LIABILITIES:
Short-term bank loans (Note B) .c.coeriimciniimninnninniien, ¥ 2,455,000 ¥ 883,690 $ 18,424
Current portion of long-term dabt (Note 6) ......ccmminviinnians 1,131,366 706,626 8,491
Notes and accounts payable:
Trade notes and acbounts {NOte 4) ...oorverrecrsremsnrsresarssnns 2,547,382 1,924,880 19,117
Unconsolidated SUDSIBIANY ...ciimmrriimemmrimmsmmmrnrersnine 39,222 23,140 294
OINBY wovvierercrccrrenrnsnnnermstisercrssesssonessansasesstosersossrarsasenens ' 2,217 17
Income taxes payable ......ccocviiiiine e 1,108,260 402,053 8,317
Accrued expensss .......... SR vererrions verserensensis 296,747 237,270 2,227
Other current llabllities v s, 1,108,511 766,342 8,319
Total current liabilities vv.ccvnnvrirceermmsenoncecinseesiereenea 8,688,705 4,944,011 65,206
LONG-TERM LIABILITIES: )
Long-term debt {NOte B) ..ivvvervirnvesrmnismeniimimmsiorasnsersinnns 1,991,698 1,279,349 14,947
Liability for retirement beneflts (Note 8) ......covviisiiinisnnnee 353,756 253,155 2,655
OhEE rerireiiiiiii i e e aee et 104,747 111,368 786
Total long-term liabilities .......oovevinniiiimnnennisnnnns ' 2,450,201 1,643,872 18,388
CONTINGENT LIABILITIES (Note 13)
SHAREHOLDERS' EQUITY (Note 8 and 14):
Common stock, authorized, 21,000,000 shares;
issued, 7,686,648 shares in 2002 and 7,579,984
shares in 2001 ..o e 1,262,448 1,182,450 © 9,474
Additional paid-in capital ...cumresmcmimo s 1,188,958 1,108,000 8,923
Retained earnings i 3,673,158 2,846,620 27,566
Net unrealized loss on available-for-sale securities ............. (13,714) {6,380) (103)
Total ............. 6,110,850 5,130,690 45,860
Treasury stock, at cost: 264 shares in 2002 ...cvcvvvvvinvecrens (700) (5)
Total shareholders’ eqQUItY .......ccvnmienrmiimnimen 6,110,150 5,130,680 45,855
TOTAL oo vcreresmrieissisarmnssssissssosoissrnnsssosnesnsrstonmsisansressass ¥'1 7,249,056 ¥11,718,573 $129,449

Kelka Express Co,, Ltd. Annual Report 2002

17



21, MAR. 2003 22:48 SKC TOKYO/ALO 813-
/RLO 813-3213-5479 0. 1433 P 4
Consolidated Statements of Income
Keika Express Co., Lid. and Consolidsted Subsidiaries
_ Years Ended March 31, 2002 and 2001
Thousands of
. 1.5, Dollars
Thousands of Yen {Note 1)
2002 2001 2002
NET SALES (NOE 4) 1veririrnieiiieneanseisimersriosarenmmerssssessssnse ¥32,208,723 ¥25,809,739 $241,716
COST OF SALES ....cvvovirricrerimsiesss s ssnssserenssessssasesstnnasens 20,006,393 15,616,824 150,141
Gross profit .eovvvevcirc e 12,202,330 10,192,915 91,575
SELLING, GENERAL AND ADMINISTRATIVE EXPENSES .......... 9,957,168 9,044,208 74,726
Operating iINCOME ..ivccvininrenieinirreniinesesesnesnrnsenesas 2,245,162 1,148,707 16,849
OTHER INCOME (EXPENSES):
Intergst and dividend INCOMB .vvrvevrvinniiiimerionenecnreneennions 2,651 2,475 20
INEEIEST BXPBNSE ..ocecvviisicrcrierernneesininisrrersservienecessonmenssaie {26,583) {31,092) . {199)
Other - net ...oceivirinnenanninneeronn erereretareseraeia e e b st eranr et bas 74,128 107,594 556
Other income (expenses) - Net ......cuvceennrisensrivmssnn. 50,196 78,977 377
INCOME BEFORE INCOME TAXES ......vooverrcsreoresseesreenssarenres 2,295,358 1,227,684 17,226
INCOME TAXES {Note 9) .
CUITBIL  creiicrininieircriniciniens e caresssnesnrsssiane sremereres rerreeaene 1,581,205 785,043 11,867
DEIRITEA orivirrre v ierrrter s crsenre st e essant e sresne s e sesine (339,335) (237,911) (2,547)
Tota) INCOME tAXES .ovvvvrririrciemimsniriorerisnsssnsrsersesranies 1,241,870 547,132 9,320
NETINCOME ....ovirimsrnsmienismssnsisssssssssrossssssssesssessasesnresien ¥ 1,053,488 ¥ 680,552 $ 7,906
Yen U.S. Dollars
PER SHARE OF COMMON STOCK (Note 2. 0.); )
BaSIC NEL INCOME .uvvoveinnecseseeinisesesisssesrarensraseesesseressens ¥ 138,33 ¥ 96.78 $ 104
Diluted NELINEOME .cvevvivrvcciirn i ecrri e eise s taasssen e 138.22 1.04
Cash dividends applicable to the Year ........cevimvonninimnns 35.00 25.00 0.26

Ses notes to consolidated financial stataments.
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Consolidated Statements of Sharehalders’ Equlty
Keika Express Co., Ltd. and Consolldated Subsidiaries
Years Ended March 31, 2002 and 2001
ﬂm&sands Thousands of Yen
Number of Net Unrealized
Issued Additionat Loss on
Gommion Common Paid-In Retained Available-for Treasury
Shares Stock Capital Earnings -sale Securities Stock
BALANCE, APRIL 1, 2000 .....cccccveemirnnne 6,580 ¥ 544,450 ¥ 336,000 ¥2,315,168
Nt IACOME crrvvecvsreesereererennes S ' 680,562
Cash dividends, ¥20 per share ............. (131,600}
Bonuses to directors and
corporate auditors ....iceesenimerieines {18,500}
Shares issued in public offering at price of
¥1,500 per share (Note 2. i) e 1,000 638,000 772,000
Net unrealized Joss on
avallable-for-sale securities ... ¥ (6,380)
BALANGE, MARCH 31, 2001 ........ wrrasenes 7,580 1,182,450 1,108,000 2,846,620 {6,380)
Net iNCOME ..ccirieerniereneseasesnrsnrrisens 1,053,488
_Cash dividends, ¥27.5 per share .. (208,450}
Bonuses to diractors and
corporate auditors .......uieresnn - (18,500
Repurchase of treasury stock
(264 shares) ..... Vet R ¥(700)
Exercisa of warrants at price of
¥1,500 per share ....coocvcveveinrcnninnes 107 79,998 80,958
Net increase in unrealized loss on
available-for-sale securities .............. (7,334)
‘BALANCE, MARCH 31, 2002 .................. 7,687 ¥1,262,448 ¥1,188958 ¥3,673,158 ¥(13,714) ¥(700)
Thousands of U.S. Dollars (Nots 1}
Net Unrealized
Additional Less on
Common Peid-in Retained Available-for Treasury
Stock Capital Earnings - -sale Securities Stock
BALANCE, MARCH 31, 2001 .............. e rereneennes $8,874 $8315  $21,363 $ (48)
Net inCome ... s : 7,906
Cash dividends, $0.21 pershare .........ccvevicinnns - {1,564)
Bonuses of directors and
corparate auditors ... {139)
Repurchase of treasury stock
(264 SNATES) cuverervreerecrenercsiesammresnmsaresartersorssesniae $(5)
Exercise of warrants at price of
$11.26 PBr share ...cccovvervvvmrivveccrnerserrarosesessieiores 600 608
Net increase in unrealized loss on
available-for-sale SeCUMtES .......eoemreerievciraeriensns (55)
BALANCE, MARCH 31, 2002 .......cccoveevviinernmninenersacnre $9,474 $8,923 $27,566 $(103) $(5)
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Consolidated Statements of Cash Flows
Keika Express Co,, Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2002 and 2001
Thousands of
U.S. Dollars
Thousands of Yen {Note 1)
2002 2001 2002
OPERATING ACTIVITIES:
“Income befote inCOMe taXes ..uvuirvnrrsosseas D wessennas - ¥2,295,358 ¥1,227,684 $17,226
Adjustments for:

INCOma taxes = PAIA .o.cciiievrerenmersemeiseiarenesares PR ST, {876,014) (642,089) (6,574)

Depreciation and amortization .......... veresrerine v iresrrsneresares 140,033 126,747 1,051

Provision for doubtful receivables ..u.issmmvimicmssionnonne 254,681 472,311 2,211

Changes in assets and liabilities:

Increase in trada receivables ........ eerenns A (2,874,546) (964,916) (21,573)
INCrease in iNVENtOMES ...c.uueereesivemsinessisiassarmerssanss (44,497) (28,058) (334)
Increasa (decrease) in trads payables ......ceesivenirenens v {47,236) 219,990 {354)
increase (decreasa) in liability for retirsment benefits ........ (11,706) 45,547 (88)
Other - net ..c.ovvecercrirenecns ereeernre reeseerese cveestireseree crrrvnene (437,722) 31,348 (3,285)
Total adUSIMENES 1ivcrnsrisesiesicerrreessssesiasanesssnatsssaesmenees (3,857,007) {738,720) (28,946}
Net cash provided by (used in) operating actwuties e {1,561,649) 488,954 {11,720)
INVESTING ACTIVITIES:
Proteeds from sales of property, plant and equipment ............ - 2,300 11,349 17
Purchases of property plant and equipment .........c.cccninniennnns (141,362) (113,467) (1,061}
Proceeds from sales of SECUNitias .....eivinne reerenben e srenns 3,000 23
Payments for purchases of securities ... Chrebseeriesnrsianstsrons (80,000) (121,463) (600)
Cash transfetred in purchase of Keika Express CS ‘

Co., Ltd., net of cash pald for acqQUISItION ...ccorversersimmenssrrsrens 515,406 3,868
increase in time deposit ......ienens et b s (172,000) {108,000} {1,291)
InCrease in Other @SSEIS ...iveriiveersesesimmrerensssisssiicenrossarnasnins {322,724) (219,768} {2,422)

Net cash used in Investing activities ............ Ceerrrienn e (195,380) {551,349) (1,466)
FINANCING ACTIVITIES:
Increase (decrease) In short-term bank loans - net ............... 1,671,310 (846,760) 11,792
Proceads from issuance of long-term debt ........coovnvsccnienionns. 2,000,000 150,000 15,009
- Repayments of long-term debt ......ccininmnnmenrnioiien, (862,911} (811,694) (6,476)
Proceeds from igsuance of common SHOCK .. cvveinnisviniiens sesesrens 1,410,000
Exercise of stock purchase warrants .....c.cecmmesoneeninsnnn, 159,998 1,201
Dividends paid .......ccecrerrvernvecinnmsineenennsnse veresre et {208,449) (131,600) (1,564)
Repurchase of treasury stock .....oovieninsens rer e e aens (700} (5)
Net cash provided by (used in} financing activities .......... 2,659,246 (230,054) 19,957
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS - (FORWARD) ......... trreseressessnrnnter e rsnestanerinbarny 902,217 {292,439) 6,771
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR .............. 2,153,353 2,445,792 16,160
CASH AND CASH EQUIVALENTS, END OF YEAR ........ccivvinarns 43,055,570 ¥2,153,353 ) $22,931
ADDITIONAL INFORMATION ABOUT NON-CASH INVESTING AND FINANCING ACTIVITIES:
On April 17, 2001, the Company acquired 75% of the stock of KEIKA EXPRESS CS CO., LTD.
The foliowing table summarizes the assats acquired and liabilities assumied at the date of acquisition:
Thousands of
Thousands of Yen U.8. Dollars

As58tS ACAUIEE «ivvvsiriveeerrnneeviennnreereerienennsessemesnoons er et sarant ¥ 1,724,121 $12939

GOOOWHL 1reiieiviireerienniriensinesnss bt enurarssteas st siesassnesassassssbenseneentinssnsontsbenastonsesmarssusonns 373,859 2,806

LiaDilIties BSSUME ..vecerviresieiuerssiinavessessessasrnesiraraerisnssssassnsesssssstsrentatasns smesssasssenrans {1,857,980) (13,944)

Cash paid for the CapItAl ....ccoveemvreniierimmnsiessssrsrsrersisassrnrssssessssvssosserssssnssen ¥ 240,000 $ 1,801

See notes to lidated financial stat

Kelka Express Co., Ltd. Annual Report 2002



21. MAR. 2003 22:49

Notes to Consolidated Financial Statements
Keika Express Co., Ltd. and Consolidated Subsidiaries
Years Ended March 31, 2002 ang 2001

1,

BASIS OF PRESENTING CONSOLIDATED FINANCIAL STATEMENTS

The accompanying consolidated financial statements have been prepared in accordance with the provisions set forth in the Japanesa
Securities and Exchange Law and its related accounting regulations, and in conformity with accounting principles end practices generally
accepted in Japan, which are different in certain respects as to application and disclesure requirements of International Accounting
Standards. The consolidsted financlal statements are not intended to present the financial position, results of operations and cash flows
in accordance with accounting principles and practices generally accepted in countries and jurisdictions other than Japan,

In preparing these consolidated financial statements, certain reciassifications and rearrangements have been made to the consolidated
financial statements issued domestically in order to presant them in a form which is more familiar to readers outside Japan.

The consolidated financial statements are stated in Japanesa yen, the currency of the country in which KEIKA EXPRESS CO., LTD.
{the "Company™) Is Incorporated and operates. The translations of Japanese yen amounts info U.S. dollar amounts are included solely for
the convenience of readers outside Japan and have been made at the rate of ¥133.25 to $1, the approximate rate of exchange at March
31, 2002. Such transiations should not be construed as representations that the Japanese yen amounis could be converted into U.S. dol-
lars at that or any other rate.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

8. Consolidation - Tha consolidated financial statements as of March 31, 2002 include the accounts of the Company and its two signifi-
cant (one In 2001} subsidiaries (together, the “Group”).

Under the control or influence concept, those companies over whose opsrations the Parent, directly or indirectly, is able to exercise
- control are fully consolidated.

The investment in one unconsolidated subsidiary is stated at cost. (f the squity methed of accounting had been applied to the
Investment in this subsidiary, the effect on the accompanying consolidated financial statements would not be material,

The excess of the cost of an acquisition cver the falr value of the net assets of the acquired subsidiary at the date of acquisition is
included in other assets in the consolidated balance sheet and is being amortized on a straight-line basis over a period of five years
from April, 2001.

All significant intercompany ba'ances and transactions have been eliminated in consolidation, All material unrealized profit includ-
ed In assets resulting from transactions within the Group is eliminated.

Recognition of Revenue - Ravenue from instaliment sales of merchandise is recognized when goods are shipped to customers.

However the interest portion on installment sales Is deferred and recognized as sales by the interest method.

c. Cash Equivalents - Cash equivalents are short-term investments that are readily corvertible into cash and that are exposed to insignifi-
cant risk of changes in value. Cash equivalents include time daposits, thet mature within three months of the date of acqulsition.

d. Allowance for Doubtiul Accounts - The allowance for doubtful accounts is stated in amounts considered to be appropriate based on
the Group's past credit loss experiencs and an evaluation of potential losses in the receivables outstanding,

o. Inventories - Merchandise is stated at cost, determined by the specific identification method.

f. Investment Securities - Investment securities are classified and accounted for, depending on managemsnt's intent, as follows: 1) trad-
ing securities, which are held for the purpose of sarning capital gains in the near term, are reported at fair value, and the relsted
unrealized gains and losses are included in earnings, ii) held-to-maturity debt securities, which management has the positive intent
and abillty to hold to maturity, are reported at amortized cost and iii) available-for-sale securities, which are those securities not clas-

. sifled as either of the aferementioned securities, are reported at fair value, with unrealized gains and losses, net of applicable taxes,
reportad in a separate cormnponsnt of shareholders’ equity. The Group's securities included in other assets at March 31, 2002 and
2001 are alf classified as available-for-sale.

Non-markstable availabie-for-sale securities are stated at cost determined by the moving-aversge method,
For other than temporary declines in fair value, investment securities are reduced to net realizabie value by a charge to income.

g Properly, Plant and Equipment - Property, plant and equipment are stated at cost. Depreciation is computed by the decfining-balance

mathod, while the straight-line method is applied to buildings acquired after April 1, 1998. The range of ussful lives is principally

from 10 to 50 years for buildings and structures and from 4 1o 6 years for machinery and equipment. '

Other Assets - Amortization of softwara for internal use included in other assets is computed on the straight-line method over a five-

year period.

i. Stock and Bond Issuance Costs - Stock issuance costs paid to underwriters or cther third parties and bond issuance costs are charged
to income as incurred.

On October 18, 2000, the Company issued 1,000 thousand new shares of commion stock in a public offering. This stock issuance
was carried out under an underwriting contract in which underwriters subscribed to new shares at the subscription price of ¥1,410
per share and sald them to public investors at the issue price of ¥1,500 per share,

g

h
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)

In the past, the Company has issued naw shares directly to the public and paid commissions to underwriters based on the total
issuance price. in the October 18, 2000 share issuance, no diract commission was paid to the underwriters, but the ditference
batween the subscription price and the issus price was substantially equal to the underwriting commissions that would have been
paid under the previous arrangements,

The shares issued on October 18, 2000 wera recorded in commen stock and paid-in-capital based on the total subscription price
of ¥1,410 million, 2nd no amounts were recorded related 1o the difference between the subscription price and the issue price, Had
the October 18, 2000 share issuance been structured like the Company’s past share issuances, the total of common stock and paid-
in-capital would have been ¥90 million greater and ¥90 miilion would have been charged to income as stock issuance costs in the
year ended March 31, 2001,

Retiremant and Pension Plans - The Company and a consolidated subsidiary have non-contributory funded pension plans. Another

congolldated subsidiary has unfunded ratirement benefit plans.
Etfective April 1, 2000, the Group adopted a new accounting standard for employees' retirement benefits and accounted for the

_hability for retirement benefits based on the benefit abligations and plan assets at the balance sheet date.

Tha full amount of the transitional obligation of ¥20,876 thousand ($157 thousand), determined as of Aprit 1, 2000, was charged
to income and presented as other expense in the consolideted statement of income,

Retirement benefits to directors and corporate auditors are provided at the amount of the payment that would be required if al}
directors and corporate auditors retired at the balencae sheet date.
Leases - All leases are accounted for as operating leases. Under Japanese accounting standards for lesses, finance (eases that are
deemed tc transfer ownership of the leased property to the lessee are 1o be capitalized, whils other finance leases are permitted to be
accounted for as operating lease transactions If certain “as if capitalized” information is disclosed in the notes to the lessae's finan-
cial statements.
Inceme Taxes - The provision for income taxes is computed based on the pretax income included in the consolidated statements of
Income. The asset and Jiability approach is used to recognize deferred tax assets and Jiabilities for the expected future tax conse-

‘quences of temporary differences batwean the carrying amounts and the tax bases of assats and liabilities. Defarred taxes are meas-

ured by applying currently enacted tax laws to the temporary differances,

Appropriations of Retalned Earnings - Appropriations of retained earnings are reflected in the financial statements for the following
year upon shareholders’ approval.

Derivatives and Hedging Activties - The Group uses interest rate swaps to managa its exposures to fluctuations in interest rates, The
Group does not enter into derivatives for trading or speculative purposes. Derivatives transactions entered into by the Group hava bgen
made in accordance with internal pelicies which regulate the authorization and credit limit amount.

The interest rate swaps that qualify for hedge accounting and maet specific matching criteria are not remeasured at market value
but the differential paid or received under the swap agreements are recognized and included in interest expanses or income.

Because the counterparties to these derivatives are limited to domestic financial institutions with high credit ratings, the Group
does not anticipate any losses arising from credit risk.

Per Share infermation - The computation of net incoime per share is based on the welghted average number of shares of common
stock outstanding during each year. The weighted average number of common shares used in the computation was 7,615,547 shares
for 2002 and 7,032,038 shares for 2001,

Diluted net incorme per share of common stock assumes full exercise of outstanding wamants, which were not significant at March
31, 2002, For the year ended March 31, 2004, the Company did not have any dilutive item requiring calculation of diluted net
income per shara.

Cash dividends per share presented in the accompanying consolidated statements of income are dividends applicable to the
respective years including dividends to be paid after the end of the year.
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3. SHORT-TERM INVESTMENTS AND INVESTMENT SECURITIES
Short-term investments and investment securities included in investment in an unconsolidated subsidiary and other assets as of March

31, 2002 and 2001 consisted of the fallowing:

Thousands of
Thousands of Yen ' U.S, Dallars
2002 2001 2002
Short-term investments: ’
Time depasits other than cash equivalents ....... e ¥729,726 ¥547,349 $5,476
Iinvestment securities:
Non-marketablg equUIty SECUMIHIES «..vumruivsssmeearsesmssessersssassss 80,931 40,020 607
57,818 70,463 ‘ 434
¥138,749 ¥110,483 $1,041

Cost, gross unrealized holding losses and fair value of securities classified as avaliable-for-sale, excluding equity securities with no public
market value at March 31, 2002 and 2001were as follows: .

Thousands of Yen

Urrealized . Fair
March 31, 2002 ) Cost Losses Value
Trust fund INVestment ....vveriisemimeni e, ¥81,463 ¥23,645 ¥57,818
March 31, 2001
Trust fund investment .......c....ceeees e e e ¥81,463 ¥11,000 ¥70,463

Thousands of U.S, Doilars

Unrealized Fair
March 31, 2002 Cost Losses Vaiue
Trust fund IMVESEMENt .evivveiuverniinninverieesienissee s seeeene S $611 3177 $434

Available-for-sale securities whose fair value was not readily determinable as of March 31, 2002 and 2001 were as follows:

Carrying amount
Thousands of
Thousands of Yen U.8, Doliars
2002 2001 2002
EQUItY SECUIEIEE ovvueinierianiinienenmiesisrivessnesnentsssimsersversnrmasassine ¥80,931 ¥40,020 $607
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4. NOTES AND ACCOUNTS RECEIVABLE
Sales recorded on tha instaliment basis were 2.8% in 2002 and 1.8% in 2001 of net sales, respectively.
Annua) maturities of notes and accounts receivable - trade at March 31, 2002 on installment sales and related amcrtization of
deferred profit included in current assets and current labilities, respactively, in the consolidated balance sheet) are as follows:

Thousands of Yen Thousands of U.S. Dollars
Deferred Profit Daferred Profit
on Installment an [nstaliment
Receivables Sales Recalvableg Sales

,2003 ............................ shvesnstenne o ¥ 872,818 ¥289,575 ‘ $ 4,298 $2,174
2004 ... renatir Lo s e s retvireasessprarare Rty as SRR A 532,306 212,434 3,995 1,694
2005 ..vuiicicnrerirenieensneratesenisranres reeeesmassangsnnnerins 452,350 137,383 3,395 1,031
2006 379,871 75,736 2,851 568
2007 258,560 25,588 1,818 192
2008 and thereafter 106,434 14,782 799 111
Total ... eI EEE L bR Y aes e e aAL RSy be s ST Rt R e teardtaron ¥2,299,339 _ ¥755,498 $17,256 $5,670

5. INVENTORIES
{nventories at March 31, 2002 and 2001 consisted of the following:

. Thousands of

Thousands of Yan . U.S. Dollars
2002 2001 2002
Merchandise ...... rresbrns e e e s naniaey Vet re et v eens ¥ 59,183 ¥39,313 $444
SUPPHBS (cevirrrirerin s nisensiimsiaisanionmesssmeroessssrassssestesssssnon 48,600 929 365
TOIB 1evvirecrerrersscrireniamsreesscremsncsmenscsconsens rsverenrivees ietereserricons ¥107,783 ¥40,242 $809

6. SHORT-TERM BANK LOANS AND LONG-TERM DEBT :
Shaort-term bank loans at March 31, 2002 and 2001 consisted of notes to banks and bank overdrafts, The annual interest rates applica-
bie to the short-term bank loans ranged from 0.635% to 1.375% and 1.375% to 1.5% at March 31, 2002 and 2001, respectively.
Long-term debt at March 31, 2002 and 2001 consisted of the following:

Thousands of
Thousands of Yen U.S. Dollars
2002 2001 2002
Unsecured 0.31% bonds, due 2005, guaranteed by a bank .... ¥ 300,000 $ 2,252
Loans from banks and other financial institutions,
due serially o 2007 with intarest rates ranging from 0.57%
to 2.375% (2002) and from 1.12% to 2.50% (2001):
Collateralized ......ovoimveremsiernssnssnsinonise Lererereresseresrssnesnrin 200,000 ¥ 250,000 . 1,501
UNSBEUIET ...iceiiviinionininsiisiinisressinsinsnrieesiensesesnisrssssessas 2,623,064 1,73%,975 19,685
Total v seenenrentvn e et 3,123,064 1,985,975 23,438
Less current POrtion ..o, (1,131,366) (706,626) (8,491)
Long-term debt, less current portion ...........cveveicsmensrsseenens ¥1,991,698 ¥1,279,349 $14,947
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31
Annual maturities of long-term debt at March 31, 2002, were as follows:
Thousands of
Years Ending March 31 Thousands of Yen .8, Dollars
2003 .iciier i trtTeErossriNer ea e Taas R e s L en IR r bR RPN E 8RB R SRR RI R R RS SRR SRR E S AR S SRR R E R SR BB RS ¥1,131,366 $ 8,491
2004 .ciiviniinnien 981,784 7,368
2005 vevcverenreerisinnasases vertrarsstasnrrasesressrainesans rerrarastitasrsaryes e srranans v 677,946 5,088
2006 ... P YT OPPRTTP RUPTTONN rrene e tens 229,816 1,725
2007 e S eretee et b nean reeereanens DR o 102,052 766
Total viviriisienn SO T S PR T ¥3,123,064 $23,438
PLEDGED ASSETS
At March 31, 2002, assets pledged as collateral for short-term debt, long-term debt and contingent liabilitles of the Group were as follows:
Thousands of
Thousands of Yen U.S. Dollars
Property and squipment - net of accumulated depreciation .......ciireriisnecineiins ¥ 522,780 $3,923
DEPoSit ...coenerrcesiranens Naareestasisaaretteantieabe e s heits s AR Yo AR AR R L ISR R RS S LR pR s a RNt F R RS 536,761 4,028
50,000 375
¥1,109,541 $8,326
The 2bove pledged assets relate to the following obligations:
Thousands of
) Thoysands of Yen U.S. Dollars
Short-term debt ....cvnnees reareenrerense st tuas pane bevesieesns venins Srreteas e ts e s enib e s ¥ 300,000 $2,251
Long-term debt .....viniiiininiinns Vererenees OO 200,000 1,501
Contingent |iabilities - guaranteas of QU0 10ANS ...cevcriveiiverseeminiannveriinmnsesteast s 586,761 4,403
Total cocvveensiinns STV SOV UR P ORTOTION OO RN ¥1,086,761 $8,155

RETIREMENT AND PENSION PLANS
The Company and certain of its consolideted subsidiaries have severance payment plans for employees, directors and corporate auditors.
Under most circumstances, employess terminating their empioyment are entitlad to retirement benefits determined based on the rate
of pay at the time of termination, years of service and certain other factors. Such retirement benefits are made In the form of a Jump-sum
severance payment from the Company or from certain consolidated subsidiaries and annuity payments from a trustee. Employees are enti-
tied to Jarger payments if the termination is involuntary, by retirement at the mandatory retivement ege, by death, or by promotion to
director. The liability for retirement benafits at March 31, 2002 and 2001 far directars and corporate auditors was ¥256,401 thousand
{$1,924 thousand) and ¥230,981 thousand, respectively. The retirement benefits for directors and corporate auditors are paid subject to
the approval of the shargholders.
The liability for employees’ retirement benefits at March 31, 2002 and 2001 consisted ef the following:

Thousands of
Thousands of Yen U.S5. Dollars
2002 2001 2002
Benefit obligation ....... eererrehteereeiaettsrseerpes s restrsnestens v ¥208,634 ¥127,364 $1,566
Fair value of plan assets (111,279) (105,189) (835)
Net liabifity .cocovvvreenes Nereerre et rerereseass rarrres Vremserets ¥ 97,355 ¥ 22,174 $ 731
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Undar the simplified method allowed for smaller companies in Japan, the benefit obligation represents the actuarially determined tiability

tor pension funding purposes.
The periodic benefit costs for the years ended March 33, 2002 and 2001 are as follows:
Thousands of
Thousands of Yen U.S. Dollars
2002 2001 2002
SEIVICE COSL viovveirsiiiesnivirnereserinnisssarinssosessssnsssnsens e ¥41,803 ¥37,381 $314
Arortization of transitional obligation .. ' 20,876
Net periodic benefit costs ....cceen. ¥41 803 ¥B8,2587 $314

SHAREHOLDERS' EQUITY
Japanese companies are subject to the Japanese Commerclal Code (the “Code") to which certain amendments became effective from
October 1, 2001.

Prior to October 1, 2001, the Code required at least 50% of the issue price of new shares, with a3 minimum of the par value thereof,
to be designated as stated capital 23 detarmined by resolution of the Board of Directors. Procesds in excess of amounts designated as
stated capital were credited to additional paid-in capital. Effactive October 1, 2001, the Code was revised and common stock par values
ware aliminated resutting in all shares being recorded with no par value.

Prior to October 1, 2001, the Code aiso provided that an amount at least equal o 10% of the aggregate amount of cash dividends and
certaln other paymerits which are made as an appropriation of retained earnings applicable to each fisca! period shall be appropriated
and set aside es a legal reserve until such reserve equals 25% of stated capital. Effective October 1, 2001, the revised Code aliows for
such appropriations to be set aside as a legal reserve until the total additional paid-in capital and iegal reserve equals 25% of stated cap-
ital. The amount of total additional paid-in capital and legal reserve which exceeds 25% of stated capital can be transferred to retained
eamings by resolution of the shareholders, and may be available for dividends. The Company’s legal resarve amount, which is included in
retained earnings, totals ¥48,572 thousand ($365 thousand) and ¥35,272 thousand as of March 31, 2002 and 2001, respectively.
Under the Code, companies may Issus new common shares to existing shareholders without consideration as a stock split pursuant to a
resolution of the Board of Directors. Prior to October 1, 2001, the amount calculated by dividing the total amount of shareholders' equity
by the number of outstanding shares after the stock split couid not be less than ¥50. The revised Cods eliminated this restriction.

Prior to Qctober 1, 2001, the Code imposed certain restrictions on the repurchase and use of tredsury stock. Effective October 1,
2001, the Code eliminated these restrictions allowing companies to repurchase treasury stock by a resolution of the shareholders at the
general shareholders’ masting and dispose of such treasury stock by resolution of the Board of Directors after March 31, 2002, The
repurchase amount of treasury stock cannot exceed the amount available for future dividend plus amount of stated capital, additional
paid-in capital or legal reserva to be reduced in the case where such reduction was resolved at the general shareholders’ meeting.

The Code permits companies to transfer a portion of additional paid-in capital and legal reserve to stated capital by resclution of the
Board of Directors. The Code also permits companiss to transfar a portion of unappropriated retained earnings, available for dividends, to
stated capita! by resolution of the shareholdsrs.

Dividends are approved by the shareholders at a meeting held subsequent to the fiscal year to which the dividends ere applica-
ble. Semiannual interim dividends may also be paid upon resolution of the Board of Directors, subject to certain limitations
imposed by the Code.

Under the Code, the amount available for dividends is based on retained earnings recorded in the Company’s books. At March 31,
2002, retained eamings recorded in the Company's books were ¥4,305,456 thousand ($32,311 thousand) which is availabie for future
dividends subject to the approval of the sharehoiders and legal reserve requirements.

Keika Express Co., Ltd. Annual Report 2002
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‘ 10, INCOME TAXES }
The Company and its domestic subsidiaries are subject to Japanese national and local incame taxes which, in the aggregate, resulted
in a normal etfective statutory tax rate of approximstely 42% for the years ended March 31, 2002 and 2001. The tax effects of sig-

nificant temporary differences and tax loss carryforwards which resulted in deferred tax assets and liabilities at March 31, 2002 and

2001 are as follows:

Thousands of
Thousands of Yen u.S. Dollars
2002 2001 2002

Deferrad tax assets:

- Accrued BONUSES wuverrseresernis re ettt as R ba ey ¥ 34,724 ¥ 15,884 $ 261
Enterprise tax ...... e Cersesrrersbieatiaisntrsase st asernninn e 93,085 35,758 699
intercompany unrealized profits ......ccinvenreiennne errrerieaas 446,992 262,271 3,354
Ligbility for retirement benefits ....... cesrraaraenansssnisasiarannie 113,992 106,325 855
Allowance for doubtful acCounts ..ovvviveeenirisens rarrerienes 417,378 357,872 3,132
Tax loss carryforwards ....ooeenens rerverrareaerarariaes TN . 281,505 2,113
Other ....... brerbrreerersestesspaeasaat pn s e aaesh e e aess e ene s et b e ke ep e e h 26,731 4,620 201
Less valuation alloWaNCE .....ccccvvvvinarniniismsmssirieseesee (287,408) ‘ (2,157)

Total cvvevirrercirentesenesnes reererereeteran i tes s R bR T e rens e e 1,126,999 782,730 8,458

Deferred tax linbilities:

Allowance for doubtful accounts .....ccovcevciirnnsnenuinarians 377
Net deferred tax assets ......vovna SOV UURRTTUTON ¥1,126,999 ¥782,353 $ 8,458

A recaonciliation between the normal effective statutory tax rates and tha actual effactive tax rates reflected in the accompanying consoli-
dated statements of income for the years ended March 31, 2002 and 2001 is as follows:

2002 2001
Normal effective statutory taxrate .....ooiiiiniinniincnie, verres s 42.0% 42.0%
Expanses not deductible for income tax PUMDOSES ...osvaiirimiseriseneniisien 0.2 0.3
Per capita levy of local taxes .......... Cererrer e h e An e h st br e 1 eur e sube s st raater 3.2 2.0
Tax benefits not recognized on operating losses of subsidiaries ........cuensineinsiieiens 4.8
.................... 3.9 0.2
Actual effective tax rate ...c..coocovrnvnniniininesne R et s e s rn v e as e e 54.1% 44.5%

At March 31, 2002, certain subsidiaries have tax loss carryforwards aggregating approximately ¥710,244 thousand ($5,330 thousand)
which are available to be offset against taxable income of such subsidiaries in future years. These tax loss carryforwards, if not utilized,
will expire as follows: '

’ Thousands of
Years Ending March 31 Thousands of Yen U.S, Dollars
2003 e e bb e s RS LSS E TSR SRR e PR b ¥ 4,397 $ 37
2008 oot b aes Mvesesesenssenrers e srsaaniesana 36,651 275
2005 i PPN B P PSPPI PPN 149,883 1,125
2006 .ioneerirnien Vreveer e RSk SRR bbb s RS rerreresrrern s shasaas 518,713 3,893
Total coveriviisninann: G erreerera e s et ses A bRR e PR SR LA SR SRRSO VRN SRRSO R TR bR ¥710,244 $5,330

Kelka Express Co., Ltd. Annual Report 2002
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11. LEASES

a, Lessoe
The Group leases certain machinery, computer software and other assets. A consolidated subsidfary also subleases vehicles to awner-cperatars.

Total lease payments under finance leases were ¥394,570 thousand ($2,961 thousand) and ¥188,723 thousand for the years ended
March 31, 2002 and 2001, respectively.

Pro forma information of property under finance leases, sxcluding sublaases, that do not transfer ownership of the leased property to
the lessee on an “as If capitalized” basis for the year ended March 31, 2002 was as follows: :

Thousands of Yen
2002
Machinery Fumiturs
and and
Equipment Fixtures Software Total
Acqulsition cost ... ¥53,775 ¥5,352 ¥10,409 ¥69,536
Accumulated depreciation ........coivenens rrrrresaises 34,763 4,103 8,127 46,993
Neot feased Propenty ..o-coinrieusiininane, rernrenes ¥19,012 ¥1,249 ¥2,282 ¥22,543
Thousands of U.S. Dollars
2002
Machinery Furniture
and and
Equipment Fixtures Software Total
ACQUISIEION COBE .evvvivmneicrinnnnnineirninscnsnsssaenins $404 $40 $78 $522
Accumulated depreciation ... 261 31 61 353
Net (eased Property ...cecvicrminiieisinssmsneins $143 $9 $17 $169

Depreciation expense which is not refiected in the accompanying statement of income, computed by the straight-line method, is
¥13,807 thousand ($104 thousand) for the year ended March 31, 2002,

For the year ended March 31, 2001, thare were no material lease contracts other than sublease contracts.

Obligations under finance leasas which include the imputed interest expense portion:

Thousands of
Thousands of Yen U.S. Doilars
2002 2001 2002
Due within one year .......... et et b s et enbe s sans vereeres ¥ 852,173 ¥217,683 $ 6,395
Dup after one Year. ......ccecrercenerivennionse Ceeersacsrreerber s vraareeanes 2,049,617 339,599 15,382
Total .ovvvvvmsiecirsvercens Cosertssreretaaesne s e sae ae b s e s e e ere e e n ¥2,901,790 ¥557,282 $21,777

b, Lessor
A consolidated subsidiary subleases vehicles to owner-operators under finance leases, Lease receipts on such subleases intluded in sales

for the years ended March 31, 2002 and 2001 were ¥435,161 thousand ($3,266 thousand) and ¥225,373 thousand, respectively.
Rights under finance sublaases at March 31, 2002 and 2001 ware as follows:

Thousands of
Thousands of Yen V.S. Dollars
. 2002 2001 2002
DU WIthin 0N18 YEBI v.ccvvcevmrerccrvemrencervenisssesmmmsramimronsrsistansons ¥1,020,447 ¥270,610 - $ 7,658
Due after one YBar ....corieims i s 2,475,976 427,580 18,581
TOMAl  orisrrrniesres e e s s sse s e st esssensanesrone s et nes ¥3,496,423 ¥698,200 $26,239
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12, RELATED PARTY TRANSACTIONS
Transactions of the Group with a non-consolidated subsidiary for the years ended March 31, 2002 and 2001 were as follows:
Thousands of
Thousands of Yen U.8. Doilars
2002 2001 2002
Cost of sales ..ccoovvveerniceiniren e reteseenir i e sat ey veoresnnn ey ¥437,087 ¥357,623 ' $3,280
Selling, general and administrative expenses ......... verrasasniense 143,519 72,414 1,077

13. CONTINGENT LIABILITIES
Contingent lisbilities at March 31, 2002 amounted to ¥1,173,779 thousand {$8,809 thousand), representing guarantees of auto loans

of owner-operaters under contract with the Company.

14. SUBSEQUENT EVENTS

Appropriations of Retained Eamings
. The fotlowing appropriations of retained eamings at March 31, 2002 were approved at the Company’s sharehoiders meeting held on

June 27, 2002:

Thousands of

- : Thousands of Yen U.S. Dollars
Year-end cash dividends, ¥22.5 ($0.17) per share ....ccrcnae ceotrersererenerees ereerenies ¥172,944 $1,298
Bonuses to directors and corporate audiRors ....cmeesrenninniesenena e 27,750 . 208

15, SEGMENT INFORMATION
The Group’s business operations are classified into two industry segments: transportation and owner-operator development,

The transportation segment undertakes fraight transportation operations such as pickup and delivery, divarse warehouse and delivery
agency operations, atd incidental services associated with transportation, including installation, assembly, wiring, inspection and display
of delivered goods at delivery sites.

The owner-operstor development segment recruits potential owner-operators to whom freight transportation operations are outsourced.
Revenue from this section comes from sales and leases of light-freight trucks and accessories that comply with the Company’s specifica-
tions to independent owner-operators, affifiated shop commissions (commissicns recelvad from credit companies in compensation for
clerical agency services on car loans and others) and credit guarantee fess associated with sales and leases of trucks.

Information about industry segments, geographic segments and sales ta foreign customers of the Group for the years ended March 31,
2002 is as follows:

(1) Industry Segments
a. Sales and Opetating Income
Thousands cf Yen
2002
Owner-

: operator Eliminations/

Trangportation Development Corporate Consolidated
Sales to cuUStomers v Orrreanens dereareeterine ¥22,432,087 ¥9,776,636 ¥32,208,723
intersegment sales ........... veereseetserersbirare e vaerantevatas 117,060 ¥ (117,060)

Total SAIES ...vciieviiireenieereiinssinsstistasressseneas 22,432,087 9,898,696 (117,0690) 32,208,723

Operating eXPENSES ...cvviesmrerresrrmrsascssensessenimrenrssres 21,621,176 7,110,897 1,231,488 29,963,561
Operating iNCOME ...ccvurermniisvevnionesrresseesissararess ¥ 810,511 ¥%2,782,799 ¥(1,348,548) ¥ 2,245,162

Keika Express Co., Ltd. Annual Report 2002
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b. Total Assets, Depreciation and Capital Expenditures
Thousands of Yen
2002
Owner-
opsrator Eliminations/
Transportation Deveiopment Corporate Consolidated
Total assets ......ovieenns errererssrt e e s e s ans ¥4,336,639 ¥8,285,693 ¥4,625,724 ¥17,249,056
Depreciation .ivceiineeesiniinii Cerstrestisnererane 84,878 27,591 " 27,564 140,033
Capital expenditures ...... erissenrneturr ey et 132,602 39,881 14,998 187,481
a. Sales and Mng Income
Thousands of U.S. Doliars
2002
Owner-
operator Elfminations/
Transportation Development Carporate Consolidated
Sales to CUSIOMENS .vvvverienrererenreners toraes e e $168,346 $73,370 . $241,716
INTErSEEMEnt SAIES vu..vvvvesnesvurerseeseensene peevver st 878 $ (878) ]

Total sales ..... Jererssresrasieceaeses reerirsseerracscarent 168,346 74,248 (878) 241,716
Operating EXPENSES uiuvriierirmreeisereesssisersernestsessanes 162,260 53,365 9,242 224,867
Operating iNCOME  ...cccieciiinnr i inesreeesses $ 6,086 $20,883 $(10,120) $ 16,849
b. Total Assets, Depreciation and Capital Expenditures

' Thousands of U.S. Dollars
2002
Owner-
: operator Eliminations!

Transportation Development Corporate Consplidated
Tota) BSSEES ..vovorvecersrneersirsrssessssnsaseans veeererrrees $32,545 $62,189 $34,715 $129,449
Depreciation ... Ceresrarnsttesseans . ’ 6837 207 207 1,051
Capital expenditures .......enieiem vrereenseseteesbansansees 995 299 113 1,407
Notes:

Unalfocated operating expenses of ¥1,315,534 thousand ($9,873 thousand) included in “Eliminations/Corporate” consist principally of

general corporate expenses incurred by the administration of the Company.

Corporate assets of ¥4,619,845 thousand ($34,671 thousand) included in “Efimination/Corporate” are principally short-term Invest-

ments, investment securities and administrative assets of the Company.

Prior to April 1, 2001, the Group considered the transportation industry and the owner-operator development industry to be integrally
tied to each other, therefore, industry segments Information for the year ended March 31, 2001 is not presented.

(2) Geographical Segment

There are no consolidated subsidiaries located in countries or araas other than Japan, therefore gaographical segment information is

not presented,

(3) Sales to Foreign Customers ‘
The Group operates in Japan and does not have any sales to foreign customers,

Ksika Express Co., Ltd. Annual Report 2002
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Board of Directors

President and CED Katsutoshi Nishihara

Senior Managing Director  Satoshi Nishihara -

Managing Director " Yutaka Nishihara

History

December 1987 .

Keika Express Co., Lid., established in Neyagawa, Osaka, and the
light-truck freight transportation businass with the innovative
“owner-operator system” started.

March 1988

Opened Kitacsaka Branch in Settsu, Osaka, to extend its business to
the Keihanshin area covering Kyoto, Osaka and Kabe,

January 1991 .
Opened Komaki Branch in Komaki, Aichi, to extend its business to
the Chubu area,

April 1992
Opened Adachi Branch in Adachi-ku, Tokyo, to extend its business
to the Kanto area,

June 1992
The business in the Chubu area separated and taken over by the
newly established Chukyo Keika Express Co., Ltd.

March 1994

‘The business in the Kanto area separated and taken over by the

newly established Tokyo Keika Express Co., Ltd,

September 1994

The goodwill of Okayama Kelka Exprass Co., Ltd., assigned to Keika
Express, Opaned Okayama Branch in Okayama-shi, Okayama, in
October 1994 to start marketing activity, Opened several sales
branches in the Chugoku area afterward.

August 1995
Opened Sendal Branch in Sendai, Miyagi, to extend its business to

the Tohoku area.

September 1995
Opened Fukuoka Branch in Fukuoka-shi, Fukuoka, to extend its

business to the Kyushu area,

Apri) 1896
Opened Kanazawa Branch in Kanazawa, Ishikawa, to extend it busi-
ness to the Hokuriku area.

July 1996

Opened Sappore Branch in Sapporo, Hokkaido, to extend its busi-
ness to the Hokkaido area. Acquired Tokyo Keika Express Co., Ltd.,
and Chukyo Keika Express Co., Ltd., to reinforce operating base.

August 1996
KSE East-Japan Co., Ltd., became a fully owned subsidiary through
a stock transfer.
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Yoriyuki Narishige
Mamiko Yokota
Hideki Kajimoto
Chiaki Tsutsumi

Directors

Masary Yamazaki
Atsumi Yamakawa

Auditors

Tsuneo Fukada

October 1996 _
Opened Niigata Branch in Nilgata-shi, Niigata, to extend its busi-
ness to the Koshinetsu area. Head office moved to Kadoma, Osaka.

December 1996
KSE West-Japan Co., Ltd., became a fully owned subsidiary through
a stock transfer,

March 1997
Dpened Takamatsu Branch in Takamatsu, Kagawa, to extend its
business to the Shikoku area.

April 1997
Advance payment system introduced by assigning a sufficient num-
ber of persanal computers to all branches.

June 1997
Opened Tottor! Branch in Tottori-shi, Tottori, to extend its business
to the Sanin area.

April 1998

To change the par value of its stock from ¥50,000 to ¥50, the for-
mer Keika Express Co., Lid., the substantial surviving company, was
merged with the formal surviving company Keika Express Co., Ltd.,
former Kyowa Mekki Co., Ltd.

December 1998
Luck PLC as a limited liability company Incorporated into Luck Co.,
Ltd. as a joint stock company.

July 2000

KSE East-Japan Co., Ltd. (consoiidated subsidiary), acquired KSE
West-Japan Co., Ltd. (consolidated subsidiary). The trade name was
changad to MC Convenience Co., Ltd., and the head otfice moved to
Kadoma, Osaka,

Cctober 2000

Stock listed on the Second Section of the Osaka Securities
Exchange,

April 2001

Keika Express CS {formerly Footwork Delivery Service Corporation)
became a conso'idated subsidiary follawing the allocation of new
stocks to a third party.

March 2002
Acguired the 100% equity of Luck PLC through a stock transfer.
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Corporate Data

Company name : Kaika Express Co., Lid.
Presicent : Katsutoshi Mishihara

Head office : 12-32, Kakiuchi-cho, Kadoma-shi, Osaka 57 1-0065, Japan
Tel, +81-A-6907-5770

Tokyo branch : 1t flaor, 2-13-4, Shiha, iiinato-ku, Tckve 105-0C14, Japan
Tel. +81-3-5446-2730

Establishment : December, 1987
Capital %1,262,448,000 (March 31,2002}

Business : Consigned freight tra naportetion
Owner-operator development
Sales of light trucks
Aute insurarice, gtc.

Mumber of empioyees : 6§94 inon-consclidated, March 31, 2€02)
794 {consotidated, March 31, 2002)

Stock listing: The Osaka Securities Exchange Second Section
Coda number : 9374

Related companies : MO Corvenience Co., Ltd.
Keika Express CS Co., Ltd.

Baik refarences : Symitomo Mitsui Banking Corporatien (Kadoma branchj
UFJ Bank Limited (Hanaten branch)
Mizuho Bank, Lid. (Moriguchi branch;
The iyo Bank, Ltd. (Osaka branch),eic.

Forward-Looking Statements

Statements coutained in this repart with respect o the Keika Expsess Group's plans, strategies an teliefs that arc rot his-
forical facts are farwand- looking statements ailcut the futwre performance of the Keika Express Group which are based on :
rmanagement’s asstmptions and Leliefs in light af the intormation cuniently availabile to iL. These fonvar:-looking state-
ments invalve known aud unkiown tisks, uncertainties and ather factors that may cause the Keika Express Group’s actual

resulls; pesfarmance ot hi ts to differ iaily from the expectatians expressed herein.
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Keika Express Co., Lid.

12-32, Kakiuchi-cho, Kadoma-shi, Osaka 571-0065
Tel: +81-6-6907-5770

Fax: +81-6-6907-5780

URL: http://www.keikaexp.co.jo/
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Message from the President

{ ‘

Keika Express Co., Lid.
Prezident Katsu;oshi Nishihara

Consumer-oriented logistics

Entering the 215t century, the social structure is undergoing
ever faster and desper changes, marking a shift from a
producer-oriented era to a.consumer-oriented era.
Accordingly, streamlining efforts are now aggressive in all
industries to meet consumers’ expectations for lower-cost
products and services, One effective measure to that end—
outsourcing—has drawn much attention. Logistical flows are
also being restructured to be more consumer-oriented as the
diversification of lifestyles increasingly requires suore frequent
production and transport of products in smeller [ots.

Ahead of the times with “Double Outsourcing”

Ahead of these moves, Keika Express introduced the
“double outsourcing” business system at its establishment in
December 1987. The Company has thus achieved a paradigm
shift in the industry by building a network of independent
light-freight dalivery operators called “owner operators,” and
concentrating its mansgement resources on logistics planning
and coordination services, or the “software” parts of the
physical distribution business. That is how Keika Express—
the “Truckless Freight Company”~~was born, .

Nonstandard delivery needs make up a huge
market

_ Although logistics operators ate increasingly eager to offer
consumer-oriented services, big-name carriers still stick to
many “standard” service offerings. A certain level of
standardization of services is ingvitable to achieve efficient
and low-cost delivery of products in large quantities, but there
is also a growing need for services outside the standard menw.
This applies not only to the shape or size of goods to be
delivered but also to jobs that might occur before or after
delivery, such as warehouse services and installation of
equipment at destipations. Growing demand for
comprehensive setvices, including these nonstandard jobs, is
difficult to provide, but forms a huge market. Keika Bxpress's
business system is designed to meet such demand and
guarantees unrivalled strength in offering services carefully
customized to each client’s requirements. -

. Y Ketka Express Co, Ltd.

Keika Express’s innovative “double outsourcing”
system enables the offering of customized logistics
services to reach all kinds of niche markets,
helping us become the No. 1 logistics provider in
all the geographical areas we serve.

“Area No. 1” strategies will strengthen our
presence in each geographical area

Consistent efforts to expand the Company's network
throughout the country brought the number of branches to 114
at the end of March 2001, which almost covers the entire

‘nation, The succeeding emphasis is given to strengthening the

presence in each of the service regions by offering carefully
customized logistics services, as well as logistics consulting for
streamlining client operations. As we proceed with these “Area
No. 1" strategies, we aim to increase our market share in all
areas and achieve secure sources of earnings and greater cost
competitiveness, '

The Company’s attention is also directed to emerging
markets in the 21st century, such as e-business, eco-business
and gursing care. These businesses requite customized logistics
services to meet individual client seeds. This is where Keika
Express’s expertise can serve best. Through increased
marketing efforts to these industries, we intend to secure new
business opportunities that will create further earnings.

Yearly reviews of medium-term management
plan keep us updated

The Company regularly sets up a medium-term menagement
plan for the following three years. Each plan is reviewed yearly
in March to better reflect rapidly changing business
environments. We will continue to make companywide efforts.
to keep us ahead of the times by being aware of up-to-date
business sentiments and eliminating obsolets management. The
continued support and understanding of our valued
sharsholders would be greatly appreciated.
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TeEX

Medium-term Management Pian

Corporate Policy

Reform-minded exploration into nonstandardized service offerings

Shippers often require the kind of delivery services that tend to be rejected because they are not “standard.”
However, such nonstandard services are now becoming standard with growing demand among many clients. From the
traditional standard to Keika Express’s standard. The Company is actively working on reform-minded exploration into
once nonstandard areas of delivery services.

Basic Strategies

Aiming to be the “Area No. 1” provider of comprehensive logistics services through
aggressive M&A and managerial enhancement.

1) We promote M&A and alliance efforts to increase the range of our capacity in treating nonstendard freight and
offering additional services so that shippers can rely entirely on us for their logistics needs. Specifically, we have
gcquired majority ownerghip in Footwork Delivery Sexvices Co., Lid.

2) We are growing ourselves into a comprehensive provider of delivery and associated services by increasing the
emphasis on our consulting performance and adding higher value to our services,

3) With our national network of branches, we promote careful marketing efforts tailored to the particular needs of each
region, while concentrating resources on cettain strategic areas and promoting the centralization of business

. operations. :

4) We have introduced the executive officer system to allow quicker decision making and the swift execution of such
decisions by separating the mansgerial and executive spheres of responsibilities.

Four important Vaiues

Shareholder Value

We are fully awere that improved performance is important to maximize benefits to our shareholders. To
mazimize the return on shareholders’ equity, we will continue to seek the best possible investment scheres and
incorporate flexible dividend policies, including increased dividends, issuance of new stock and stock splits,
while setting a specific ROB goal on a consolidated basis,

Client Value
The traditional one-way transport service can no longer satisfy increasingly diverse client needs. We are not
content to serve only a8 a carrier for shippers; rather, a3 a reform-minded logistics provider, we would like to
achieve an equal partnership with our clients, thus also maximizing their benefits.

Owner Operator Value

Customer satisfaction reliss largely on the quality of owner operators, or contract delivery operators working
for Keika Express. We will never neglect their importance and will always try to build “win-win” relationships
among the owner operatars, the shippers (clients) and us,

Employee Value
The maximization of corporate value cannot be achieved without the daily engagement of eroployees. We will
strive even harder to reinforce our human resources by providing opportunities so that each employee can
" enhance his or her abilities and create greater velue for the company. In this line, we introduced several
incentives, incloding a stock option system for employees.

Ketka Express Co., Ltd. @)
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Operat ng income
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Consolidated

Not sales

Gross profit

Oporating Income

Ordinary income

Net income

Total assets

Stockhotders’ equity

Capital

Btockholdars’ equity per share (Yon)
Net incoma per share (Yen)
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Nonconsolidat:

Net sales

Grose profit
Oparating income
Ordinary incoms

; Net income

Total asssts

! Stockholders’ equity
Cepital

Net Income per share
Cash dividend per share

N,

Ncaez m»mmxmmmmwlmmwamu sofpermmfnmxm;xmwmmmwzx (mwum:u 1997
2: Divideded per share {n the above tabls rep ald thers, g of ¥2,494.00 per first new dbare, ¥2.070,00 pet second now chare dnd ¥1,300.00 per dhird pew share.

Sales Campasition by Seoreent (Coasolidated)

Corzohcatad Sales by Segment
Milllans of yen)

%0000~ | Joussecion | F gt 50500
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Range of Businesses

Delivery of light freight goods at frequent times in small lots, plus peripheral
services

Keika Express intends to break traditional restrictions by introducing the “software” perspective to
the physical distribution business. It was a common perception that there were a certain level of
standard sizes, weights and packing methods for goods that could be handled by freight companies,
including home-delivery service providers, and such service was also restricted to the transport of
goods from shippers to their destinations. However, Keika Express handles not only the delivery of
goods but also a variety of other needs that might ocour before and/or after the delivery of all kinds of
light freight, and has sccordingly organized its business platform and operations, This unique
approach to the delivery business has distinguished the Company’s services, securing a competitive
advantage over other freight operators.

Business System

Keika Express’s innovative “Double Qutsourcing” system

Being positioned between the client, which is eager to cut !
logistics costs, and the owner operator, who is an
independent light-freight forwarder registered with the Land :
Transport Bureau, Keika Express tries to offer the best !
solutions for both of them. This is what we call a “dovble
outsourcing” business system.

Keika Bxpress’s businesses can be roughly divided into
two categories: transportation and sales. In the transportation
section, or light-truck freight transportation business, we
draw up the best logistics plaa for a potential client and, if it
is agreed on, we make a contract with the client to offer the
Sup : logistics services. We then select the best owner operators to
satvioas on coniract accomplish the contract services and introduce them directly
- tothe client. . {

The sales section, or owner operator development !
business, involves the development and requirements of '
highly capable owner operators on whom the quality of our
services depends, Income for this section primarily comes
from sales of our own developed new or second-hand
delivery vehicles to owner operators,

income from markugn;g
(8.8, commissions for membssehip, credit guarantes)
2,070,489

. € xatka Express Co., Lid.
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Sérong Poitits
Innovative Portfolio pf Services

Covers peripheral operations of delivery as well

( Keika Express has established its innovative
presence by identifying business opportunities
outside the standard delivery services usually

provided by big-name carriers.
As Jogistics services must be increasingly
d’ e Seonsumer—oﬁenhed. we see a surge i*demand
for delivery of goods that fall outside the

\ . . standard menu of traditional freight carriers, 28

Ditferentiate our services by el s special valuc-added servics tha mighs
. ore A very.

offering logistics solutions  insovative “double outsourcing” and “owner

operator” systems were developed to provids

for all markets flexible and low-cost solutions to these

nonstandard delivery needs in the logistics

market. These systems allow us to cope with

individual needs that can vary from industry to

industry, giving us a secure and distinct position
reletive to our competitors in the industry. J ‘

\.

“Super Trailer” truck
newly developed with
Increased capacity
Last year, Keiks Express newly developed the
“Super Trailer” trucks, the towing of which doas
not require a special driver’s license for traction
vehicles. The trailer’s capacity is equal to that of
a tractor at 350 kg, so their combined capacity is
as much a8 700 kg—nearly four times that of
average light trucks. This can maks our low-cost
solutions even lower. The “Super Trailes” truck
i3 also designed for maximum safety: It contains
a folding front jack and an inertial braking

Keika Express sells its original delivery vehicles
to owner operators. Exclusively developed, the
Company’s super light trucks have a load capacity
around 1.5 times that of average light trucks,
ensuring better cost performance. The truck is %
specially designed to accept detachable refrigeration

- equipment. The Company introduced “Freeze Pack
Delivery,” a measure for providing the delivery of
fresh goods in refrigerator boxes for which the
temperatute can be controlled for 12 bours.




Aiming to secure the area’s No. 1 position
by offering customized services

Keika Express aims to secure the No. 1 position in all

the geographical areas it serves by putting greater efforts mﬁﬂnaﬂdwmd

toward offering comprehensive services that cover not spplancee #
, only the delivery of goods but also peripheral jobs Bresking 5;[

oocurring before and after delivery—a consistent business .

policy since the Company's establishment.

Unlike the big-ngme carriers that try to achieve lower
costs by putting as many goods es possible into a standard
logistics flow, Keika Express offars customized logistics
solutions that are efficient and effective for the individual
needs of small and medinm-sized businesses.

Our contract owner operators are available on a 24-hour
basis, enshling the delivery of a variety of goods in small
lots and at frequent intervals according to shippers’
requirements. In addition, owner operators with special ‘
knowledge, such as the installation of electrical equipment, Cofiaction of largevecals waste
bting an extra advantage to shippers’ businessaes, Kelka electric apokances :
Bxpress’s consistent policy of offering customized and
comprehensive sexvices associated with the delivery of
goods will continue to apen up new business opportunities,

e-Business [ e Biproess srences wih euness |

Meeting the logistics needs of an increasing @e-convenience
. . Delivery consulting, business and-capital tiewps
number of e-Business players " hipdwww,okalmono-net.com/
. Internet-based new basiness styles ace on the rise. There
are an increasing sumber of business players entering the @\ycal Pororoca
Business-lo-Business or Business-to-Consumer e-commerce Defivery consuiting, business tie-up
markets, and an equally increasing number are beginning http:/fAwww.the-super.com/
to realize their insufficient ability to deliver orders to }
purchasers. This is where they can rely on Keika Express's #BtoC Communications
accumulsted expertise in offering “comprehensive and Delivery conaulting, business tie-up
customized logistics setvices” We will also expand our http:/fww.btoce.com/
range of businesses into these new e-markets. \ e _—

Basic Service Menu
for e-Business
Players
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Market Trend

Dumesiic Land Freizht Tornage and Home Dativery and Pastal Packagas Celiverad in Japan

(milians)

2000 esus 68

989 1w 1982

- romecetery B ] Although domestic land freight hovered aronnd

E gmw E; st pacioges e Domost and height M0 600 mitlion tons engwally throughout the 1950s,
consumer-oriented home delivery services almost
doubled from 1,101 million packages in 1990 to
2,337 million packages in 1999,

Source: Ministry of Land, Inftosirusture asd Transpoct (MLIT) and Ministry of Pablic Monsgemeat, Hos Affain, Posts snd Telesormmuséentions

Japanece Companies Quiscurcng thar Logistcs Jrerations

Capanase Canpames Consident g Expansion of Loglstics Jutsearcirg

160 ) 100 )
80 80

68,0

Pl

b

;‘ .—‘

}

} b

I

[

:

P

industy  hdustdes

According to METI's research on business activities in This suggests a growing outsourcing need for logistica
2000, nearly 70% of the companies in afl industries already operations, a8 i the cage with other lines of business
outsourced their logistics 'opmuons. and more than 25% operations. .
were conaidoring expansion of their logistics outsourcing.

Sonree: Minlstry of Beouoriy, Trads asd Fudusery (METD

G Keun Express Co., Led,
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Number of Light-Truck Freight Operators in Japan

160,000 . (Number)

120,000 17,81
110,093 :

100,133

78,609

80,000

1881 1895 1896

Reflecting the growing interest {n m:ilng businesses by 1990 to 128,121 in 1999. This should give us an expanding source
themsalves anmid the lingering economic slump and the resuiting of capable owner opsators o a contiuuous basis,
rise In unentployment rates, the nuraber of registered light-ttuck
freight oparators neary doublad during the 1990s from 69,659 in

Source: MLIT Transpot Burzauy

Japar's Buginess to Cansumar e-Commerce Market Farecast

Japan's Busiress 1o Business e-Comimcrea Market roracas

() reprosco the BMP shace of the eatire BC market { ) regreacnts the mobile comumerce size and

‘m“% ita shiepe of the emwive BC market

2000 2001 2002 2003 2004

BtoB BtoC

Japan's 828 markat forecast Japan's B-to-C market foracast

Japan’s B2B e-commerce market was estimated at around ¥22 Tapen’s B-to-C e market was estimated to be around ¥824
willion for 2000 and is xpestsd to grow by five times to ¥110 billion for 2000, and i is expectad to grow sharply by es mch as 16
s o grow By ¥ timie to cmoes than $13 trllon by 2006, As of 2000, Japan was seen 1o

willion by 2003. Ax of 2000, Japan was seen to be less thao one be about thres behind the United States in of the o
year bshind the United States in terms of its B2B market. commerce share of its entire businsss,
Sourcs: Jolat reezarch by A Blectronie X B jon Council of Fapan, snd Mintry of Beononty, Tredo snd lodustry

Ketka Express Co., Lo D)
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Consolidated Management Indices

Hatin of anerat g profit o sales Fatin ot ocdinaity orefig 1 sa'es

——— “o 425
@ '38.49 ‘ ‘
B m ﬂ A 2 t
’ :
10807 20008 0018 toea8 20000 2018 19980 20003 20013 i
Profitabitity T 1809/3 200008 -
Rmlo of gross profit to salos (%) - AR T A282 ¢ j
Ratio of oparating profit to sales (%) 87T 5.51 ;
Batlo of ordinary profit to sales (%) -7.49 574 o

Fabc of stockholenrs' pouly

) 78 :
b En :mo : V 40 :
1 "120 R
‘: t
A ; "

188070 200043 20018 1998 200043 200123 1986/3 #oa's 20013
Safaty 1998 . 20008 ©o2001/
Ratlo of stockhoidsrs’ equity (%) R . 29.65 s 4378 .
Cunrent ratio (%) = 130.61 140.88 ne 18747
Fixad nsseta ratio (%) 89.85 . 91.95 78.65

Ficod 2350t Brpava NG | 5Ad GRLALS WNOVE" ok

s 18 )
¢ [H .4 -
1061 . _ .
.53 . s 207 L
Lanae T 5 ® r\*"v---._‘, o ‘W !
W 18 5 . .
2 8 Do :
1 a 10 :
190873 20008 201 e ) w0013 = 20503 20018
Efficiancy . 19988 200073 .
Total agssts turnover (times) L 288 | REBO
Flxed nssets turnover {imes) T - 1061 0.83
Tangible fixed assata turnever (times) 24.89 28.93

Now: Totn! capil, stockhviden’ equity and flaed assety aee the averngs vakue of thd amounts at the begiming and end of each flscal yeer, reapectively.
Herwever, Bixcol petind ended ja March 1599 was calewlated using the number at the end of the term.
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BEET,

LT INCOMG per 2Mmiayeaa (e iy an

Productivity L .0 20008
Sales por amployee (Thousands of yen) : 35,868 BENIE A
Net intoma per smployss (Thoussnds of yen) [T ¢ e 3,182
Number of empicyees (Persons) - . 880 - oo Ee

Noia: Sales per employes wid net Incoms per employes are computed for tha svaraga nimber of smployees during the term.

Cash e
Cash flow Eeeressmmers

A3 e 5 S Yol

Ga tal nves ™t

Qaeh flow TL 18988
Cash fiow (Millions of yen) -
Bepreciation sxpensse (Millons of ysn) o108 . S .
Caphial Investment (Milions of yen) S, 88 - 10 BT b | I

Note: Cash Bow = Net (sonie ~ Adfusted focoune sod oftiar tanes + Depreciation expenses - Dividends « Direciors’ and sudisons’ bonuses

RN NI
Others s ’

.2
i 17.42

10 4
195249 20008 2014 . e 20003 20008
Qthers <. 198973 . 20003 . 20013
Return on equity {ROE] (%) -n 2508 L1834
Retumn on aseets (ROA] (%) - 1742 13.45 : 9.95

Note I Total nssets and stockhaiders” sguity wre the avacage valus of the amounts at the Seghalng and end of soch Heesl year, respactively. Howeves, fiscof period ended i
Mareh 1999 wos coiculaied uiing the nomber ot the end of the kerm,
2:ROA = (Operating profit + lattrest and dividends recoived - nterest expensesyA verage valus of tutal capitnl employed af the beginning xnd eud of each fiscsl year

Keka Exproes Co., Lid, §B)
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Nenconsolidated Management Indices

Ratio of nronary profit ¢ Sales

Ratn af gross piofit 1o 20 es Ratia af cperatng pratit o Sg a3

42.5¢ . |
o M - 708 - 5 A
wn " : ;;#"\\5 o ; \k
% ' ‘g 1 8
) i / \:,.? : ; 236 / J:N(?
. - o
. o ) .

2 ‘
d
10 2 2
T e—— 10009 20008 2002 P TemR vees vmEn 2oms molm . O TR s 10wA  smon  wotR :
~ Profitsbillty . 18973 . 108873 © 109913 200073 - 2001/
Ratic of gross profit to sales (%) 38.20 AL - 44,82 42,81 - 139,38
Rotlo of operating profit to aales (%) . 364 L 8.64 709 . 571 v 4,88
Ratla of ardinery profit to sutes (%) © 338 1 7.84 a.88 .. 588

Ratio of stockhoklerns' equity

Freed 555ets ratin

1w . 200 . 00

‘ A 5020 .
" ' . L N 9182 :

. 1 Lo ;
N L ToAT 0y 11460 . . ® :

. . 80 ':;‘n
MM . .

ili

20 22 S e .l
T I T aree e N T e e 20008 200173
- Sefety 1997/ © 19988 19899/3 20003
Fatio of stockholdere’ equity (36) 3512 29.24 38.05 . 4003
Cuarent ratic (%} - . 13348 114.60 *-182.82 . 12068
Fixed assets ratio (%) . 81.08 91.62 ' 8917 80.20

EfﬁCiency 'ntal assets wrncver 1T Stackbaders -;cnnj,v LUV T

s 1 ]
4 12 — o -
R e . : 11.68
IR 28 ‘ ‘M ‘ oy N L
S—— a m L] \ L ey
. a1
7.60 ’
- 2 . [} Nyt [
528
1 § 3
a 16578 1888 10953 20000 20014 o 189773 1GR8/3  15ERR 20004 20019 ¢ 199773 1954/3  1999@ 20004 20010
Efficisncy 169773 189872 1859/3 20003 200173
Totst assets turmaver (imes) 3.20 3.27 322 298 o 283
Stockholders’ aquity turnaver (imes) 11.81 10.32 9.79 7.60 © 1 5.88,
Fixed aseets turnover (times) 10.70 11.89 10.88 ' 9.27 814

Nawl Tota! capital, sockholdans” eynity aad fixed aesews ore the average vihie of the amcutiss ot ths Segloning und end of each fissal year, tespestively,
+ zm%mmwwmmmmdummwremmm-meumummmﬁmmw
this YeRit gre o hies,

Q) Kelka Express Ca., Lrd.
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Cash flow
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BUS

ornar af emp.ovecs

DR AN Of g PIGT INCCH TS BE0 amnlayee 1T wis ol

Sates per emoloyse

;
199713 198 19990 900G IO 19978 105R3  foums 20008 20013
Produstivity T Aee7is . . eeel .. 1099A £00073 = . 20013
Bales por smployes {Thousands of yen) C 43404 44,218 ., 42378 - 41123 L. T A1274
Net incorme per empioyse (Thousands olyen) - .- 609 . 828 .. 1,738 L 1,288 wno1'1,088
Number of employses (Pursone) <208 © o 48D __B45 . ..

Nots [: Sales per empioyer and 0t inceme pec employes sre computed for the svarape oumber of employess dntng the tesm.
Z:Asmam\m‘wn?hnd-qmm.mﬁn"ubdo!dxmoammdmday-dmm:hageoffnalmnhpumwtoyumdmlnmmpumpby»npp&ah!mmﬂumm

Capitsl invesieny P

1997/ 19883 0% 20003 EOOVA

Cash fiow . 189713 .- 1888/3 < 18B8/3
Cash flow (Mitfions of yen) T 11 .- 388 . - 834
Depreciation expanses (Milllang of yen) T.o-.ar T8 L]
Capital investment {Millions of yan) L. 168 -132 - 104
Nete: Coth fiow o Net incoms - Adjuttad intons and othar tares + Degreciation axpsnsss - Dividends - Direciors” and audiors’ bontses

Ferurn on assets (AL

21ur an eauity JS30H:|

8 ) s
.12
40 £ @ “
» Tt ' 0
\ . . . a5.81 28.30
& / L K A . /
= 1923 275 a2 : ’“"1 o 42/4,{”

10 10wt 10 . w

P T e Y . Vs A twm 200m B0G S mn e v s mata
Others R 199743 ) 1998/3 ©1689/3 T, 20003 . 20013
Retun on equity [ROE) (%) .- 18,88 . 19,23 . 40,12 : 2377 © 16.44,
Roturn on assets [ROA) (%) -~ 11,08 . 2.7 25.81 T 17,04 Lo 12.92
Dividend payout ratlo (%) - 14,00 . 1317 842 18.58 . 28.30

Note 1: Total assets and stockhoiders’ equity ars the sverags vakus of the amounts @t the boginring md end of each fiseal yeur, respactively. However, fiscal petiod ended ko hMarch 1999 was cajculasad
uting the number ot the end of the term,
2 As tho Mareh 1997 verm had an ecconating period of six manths xad 10 days due to s chonge of fiscal term, the ROB snd ROA valuts applicable i this fiscal yesr as prexented 23 matalized
approvimated voloes,
3: ROA = (Operating profit + Interest and dividends recelved - Interes: oxpensesyAverage vatoe of toml capinl eraptoyed at te boginning and end of each flscal yoar

Ketka Express Go. Lol )
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NO. 1433 P 57
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D keus Expross Co, L,
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Liabilities

Consalidated i
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L Total uébnma; ang shannddem' oqulry

2200740

| s00200
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338000 |

T ase1e7 |
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—

—
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10770741

1,182,450

A6380

—

1103000" T

‘2808819 |

5,180,689 |

178572 |

. o -

'1 709,761

500000..

1,200,781
2.598423

| 7,201,504

1,182,450

" 1,108,000
35272 |
2 ses]
90 | 2972422 |
2,000,000
972,422 |
5,291,784 |

1 ss8171

" 8417919

Kaika Express Co., L.
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Operating profit and loss

. Operstinig revenve
Netsales
Oparating oxpensss
Cost of goods soid

Saﬂlng,gmmdammw

Operating Income
Non-oparuﬁngprommdhss
. Hon-opersting revenue
interest incoms
" Dividends income
Immafmmlndemn!tm
" Fees received
.« m . . .
‘ Non-op.raﬂngexpenm
Mexpemea
" Canoellstion charges
. JPO prsparstion charges
' Loea on ssie of markatabis securitics
Others '
ardinaryheome

Speclal profit and lass

f 26T

..... 11 906,713 .
7 920,429“ .

13,459, 4941‘" T
aawms, )

25,809,728

1,148,708

2,433

40
48,159
#1592
48,822

31,082

13,917

—

38024
1266722

15,816,824 |
9,044,208 |

T iigisies” T Tiagedee

RALECA

1,222,775

ﬁs-wdf‘ i
a8, 159

91,502 |
17,824

30,862
" 18,020
13917

-—

. ‘38.024 .

Spacial profit L
Mnon.alecfﬂxeduuﬁ

dein on sofs m BETIPRRIN L h .

Spsoinilon
Louonsataofﬂxedmh
" Loss on retirement of fixed assets
' Leummmmmnvmmnqmim

Lol [

" income before Income taxes

Corporets incoms t, InhahRent bax and enterprise ez |

" income taxes-dsferred
Net Income .
Brougm forward retaimd eamhgs

Prior yesre’ sdjustments related with taxeffect) " " e
Vnmpproptietod fusses accapted In cormseton withmerper |

_ Intarim cividends paid
e S v prymasts

\
Cansolidatad statamants
af retainad eamings

T

Consolidated
( 2001/3 \_ ‘

198973 2000/3

, 1347096_,
3 . 781,916
- A115383N
e 85‘33‘33:..

(Thousands of ven)

Beonrunghalancooteomndmd mulmdenmingc
Bwtmdmﬁw rebaind enrnings
Prior years' adjustmenta relabed with tax effact

"Decreass In consolidated retained eaminge
Dividends
Direciors’ bonuses
Decrease due to merger

Netincome

' Ending balanoe of consolldsted retainad earninga

\. v

@ Kedka Express Co., Litt

.. Brego o
.,375,»9014.
AR08

27416 120,833

- wsoof,

566,708
1350298

1,774,437
1,350,208

1391ssj '

880 ssaj,
2,316,167

2,316,167
2,316,167,

"150,009 |
131,509
.18,500

§80,551 |

2848619

L 20878
1,198,738

" 688,511 |

e

i
. 9025

T3E878
4210,383 |

N 373290
85799}

6,579
| 972,422
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Stziements of Cash Fiows Tg%ggx

' (Thousends of yen)
) Consolidated

1925/3 2000/3 ( 2001/3

Stataments of Cash Flowe

Cesh flows fram operating activitias .
ieome before income tixes 1599 492 1,347,098 1,227,683

‘ um. A 103,67é ..... 138,829 . ' igemar

lncrsaselnnuowmefotdoubummum 1T T o 323,508 472,310
mmmmmm e T e S
S R ey
lnenasoinmamhrdheetou‘mlrmnmwam ST Tezee T T T e | o
Intsrest and dividonds income L T AT T Tasaer Az
o R e e | s
Inorease In trade receivabies _ aveespre £1,328,99
'mmmrecemuummwmm ' 4 s ""_'"’A"Q'ié,a#é” T T aseiEe 564,080

tnorease I inventories RNV - -

picly ST IS SRETORI-k TR TRRCI IEp—y.

TNV IR 22“15 e oe ) nes”
o L e

Inorsac or decrease In gther sssets and labilites | ""‘A'aééi‘s'-' o 20128 ' 14879 |
F e e s |
P 339943 Azoama s
,mmq,mwmuwms e e g it e e D]
Janchrn e e e e T A
mw“mm o ki T missesie | ko

Cash flows from operatingectivities | - .aTegs | Avstasiz 488,963 |

cmnomrrom mvammmvfﬂas ) ' . ,
' tncmsotnﬂrmdeposlts N Ai.oso.ooo"'" U adoeoss | A40000 |
Fmaodsfromﬂmeéoposiu T U 7e0000 T aose00 | 300,000
e T ARl R
Puwhmoﬂang!bleﬂmdasm o . . U A107544 6101,321 B A113.466
Sabsproceedufmmtanqlbleﬁndm B R T -2 D 11,349 |
Others ’ T amerr T e "l aziaes

Cash flows from Investmentactivites | 4888 Ca11,082 £651,348

Gash flows from financing activites
Na:mm;mmmw@ o B '201,546 T aoeod 2848760
Repsymentof long-term borrowings | A7as.512 BNV Y Y S 0811,694
T : A AT © 410000
Payment of dividends i T Tazigte T Avzeess | at35es
Gash Rows from financing activities [ R " V7 SR 11 I 230,053

tnéreaélnmhan«eadnequ:vulenta ' ST 12082 " 182,668 | 8282,439
Baginning halance of cash snd aash equivalents o 2.247963 T 2zesi25 | 2,445,792
Accsptance of cash and cash equivalents In connecton wih merger o 305 T =7 -
Ending batence of cash and cash equivalents J U Teeesizs 0 2d4s7e2 2,153,353

Kaika Exprose Co., g, €5
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Corporate Data

Kelka Express Co,, Ltd,

Head office;  12-32, Kakiuchh-cho, Kagoma-ghl, Osaka 571-0063
Te!: {08) 6907-5770
Fax: (08) 8907-5780

Estabiishment: Decsmber 21, 1887

Capital stock:  ¥1,182,450,000 (as of March 31, 2001)

Workforce: 661 (as of March 81, 2001)

Stock fisting: ~ Second Section of Osaka Securities Exchange (Code: 8374)

History

December 1087

Kella Express Co., L1d, established In Neyagaws, Qsaka, and the Tight-reigin truck
transpo%on business with tha innovative “owner-operator System” started.
March 1

Opened Kitaosaka Branch In Settsu, 05aKa, to extand its business to the Kefhanshin

s covering Kyoto, Gsaka and Koba.

dJanuary 1891

Opened Komaki Branch in Komekd, Alshi, to extand s business to the Chubw Ares.
1

Apri 1982

Dnm:dMaMi Branch in Adachi-ku, Tokyo, 10 extend its business to the Kanto ares.
Juns 1982

mnmmmmmmwmummmwm newly esiablished
Chukyo Ketla Express Co., Lid.

March 1984

The tusiness In mexanmareasapammandtaken over by the newdy estabifshad
Tokyo Kaiks Express Ca., Ltd.

September 190

Thé poodwil) of Okayams Keika Express Co., Lid,, assigned to Xefka Express. Opsned
Okayama Branch In Okayama-sht, Okeyema, in Ostober 1594 to start markellng
acﬁvﬂy.%znedsavuﬂs&bsmmmmmmugokummm

August 1

OpenedSer;daiandnin Sendal, Mivagi, to extend its bugingss to ths Tohoku area.

bgr 1885
gmmmmmmmmm.mmmwmmmmm
Aprt 1996
Opened Kanazawa Branich In Kanazews, ighikawa, to extend ltg buginess & the
Hokuriku srea,

Judy 1998

Opened Sapporo Branch i Sapporo, Hokkaido, to extend Its business ty the
Hokka(do area. Acquired Tokyo Kefka Expesss Co., Lid., and Chukyo Kafka Express
Co., Ltd, ta retnfores oparating bass.

LM el e ettt e mimey e e s

- Subsidlaries/Affiliates

L Ctient )
(] ((une P pocrmomsotiated sailey)
WOW el doocndha) n&u twr agoanserisn
[— Keika exprm co.. Lids )

S&C TOKYO/ALO 813-3213-647)
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Augus? 1956
K8 East-Japan Co., Lid,, becama a fully pwned submidiary through a stock transfer,
October 1998
Opened Nigata Branch tn Miligata-shi, Nilgaia, to extend fts business to the
Koshinateu area, Head office moved to Kadoma, Osaka.
Dagernber 1688
xs&mzz.?apanm.m,mmafuwwmmwm through a stock transfer,
Mareh 1
Opened Takamatsy Branch in Takamatsu, Kagaws, to extend its business to tha
Shikoku area.
Agrii 1867
Advancs paymem system Jnuouuced by assigning 8 sufficient number of personsl
eomp;xg?stna}!
Opaned Tottort Branch in Tottori-shi, Tottort, to axtend its businesa to the Sanin area.
April 1988

To change the par vale of s stock from ¥80,000 to ¥50, the former Kelka Exprass
Co., Ltd., the substantial surviving comp ,wasmargedmmmafumlsumm
companyKaﬂ&aerssan u&.temnrkymMem U,

Dacamber 1988
LuctPLCasaimﬂedmmtyeompanymwmumdlmnwcu {1d, 25 & joint
gtock company.

July 2000

KSE East-Japan Co., Ltd. (consalldated subsidiary), acquired KSEwm-.lanan Co.,
L9, {sonsofidated substdiary). The trade name was changed to MC Conveniencs Co.,
Ltd,, and tho head office moved to Kadoma, Gsaka,

Octoher 2000

Stock fistad on the Second Section of the Osake Securities Exchangs.

U @ ,.,.;;;,,.,.' & @.
) Ovmqueniar j

12-32.Kaiducrn-chaaom‘sH 0:&571-0085 Tel: (0B) 6907-5770 Fax: (06) 8307-5780
It/ i, kaikaaxp.co.ipf

P.

61
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Message from the President

Keika Ex ress Co,, Ltd.
Prevident tsuroshx Nishihara

Keika Express’ innovative “double outsourcing”
strategy has captured the emerging needs of

consumer-oriented logistics.
As society is becoming more and more consumer-

oriented in the 21st century, the “outsourcing” of peripheral

services has become an indispensable measure to
accommodate increasingly diversified consumer needs,
while simultaneously cutting costs.

Ahead of this move, Keika Express introduced the
“double outsourcing” business system at its establishmant
in December 1987,

This business system is designed to concentrate the
Company's corporate resources on the “software” parts of
the phiysical distribution business, such as logistics planning
and coordination services. The Company therefore does not
have its own fleet of delivery trucks. Instead, it has a
network of contracted light-freight delivery operators called
“owner operators,” We are a truckless freight company, and
this is what distinguishes us from other trucking firms.

Pivoting on its “utilization-oriented management”
approach, the Company will continue to promote an
extensive range of strategies to maximize the advantages of

thatappmam

Having achieved a national presence, Keika
Express will now put forth area-by-area

marketing efforts to secure the No. 1 position in

all the geographical areas it serves,

When its number of branches exceeded 100 ia 2000,
covering the entire nation, Keika Express became
determined to achieve the No. 1 position in all the
geographical areas it serves, Starting in the March 2002
term, Keika’s growth policy has shifted to area-by-area
marketing efforts, while promoting the networking of
branches through tie-ups with and/or M&As of forwarders
that transport consolidated loads from different shippers.

From the perspective of area-by-area marketing, the
Company will strive to maximize its marketing strength,
while reducing costs, by selecting the most effective and
efficient branches and promoting their alliences with
partners, thus enlarging service areas and boosting sales.

By pursuing this area marketing strategy, Keika Express
aims to secure the No, 1 position in all the areas it serves,
while enhancing its profitability and cost competitiveness.

1 Keira Express Co., Ltd.

Keika Express will execute a new series of
strategies for its second stage of growth by
exploring the potential of its unique “utilization-
oriented management”’—
management approach.

Keika’s basic

To ensure continued growth, Keika Express will
tap a huge market.

As consumer-oriented logistics are becoming
mainstream, the demand for the delivery of non-standard
freight and value-added services is continuously rising.
Keika Express’ “double outsourcing” system has enabled a
awift response to this demand, earning us the leading
position as a provider of small cargo delivery services using
light vehicles at lower cost and in less time,

To ensure continued growth, Keike Bxpress has tapped
the new market of small-combined-cargo delivery from
business to business, Keika’s “low-cost, rapid delivery”
services are provided at almost half the cost set by

.competitors, This new market is considerably larger than

the markets we have served in the past. And we will
intensify efforts to develop strategies to prevail in this buge
market as well.

To succeed in this new huge market, Keika
Express will restructure its managerial
foundations.

A potential owner operator must comply with strict
standards to enter into an “owner operator” contract with
Keika Express. Because the quality of owner operators is
crucial, as they are in direct contact with our clients, we
maintain a strict policy in the recruitment of owner
operators. Meanwhile, with the number of order receipts
rising continuously, thers is a pressing need to keep a
sufficient number of good operators.

To address this situation and successfully enter the huge
target market, Keika Express has initiated 2 new business
form: the “Start-up Support Business,” which involves
supplying the know-how of Keika's “donble outsourcing”
business model to local small forwarders on a.
subcontracting basis. The Company ig also seeking tie-ups
with and/or M&Ag of forwarders transporting consolidated
loads, and trying to maximize the efficiency of
transportation by using allied companies. In exchange for
providing the know-how of its unique “double outsourcing”
business system, these alliances will expand the Company's
capacily to meet the ever-increasing demand for
comprehensive delivery services, as we will restructure our
managerial foundations to become not enly a “wruckless”
but also & “driverless” freight company.
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Medium-term Management Plan

Corporate Philosophy

Reform-minded exploration into non-standardized service offerings

Shippers often require the kind of delivery services that tend to be rejected because they are not “standard.” However,
such non-standard gervices are now becoming standard with growing demand among many clients. From the traditional
standard to Keika Express’ standard. The Company is actively working on reform-minded exploration into once non-
standard areas of delivery services.

' Basic Policies

P

@ Reinforce the core competence of the Company.

! The Company will reinforce its core competence—the ability 1o propose customer-oriented logistics solutions, based oo
its accurnulated expertise in offering low-cost and high-performance delivery services using light vehicles.

@ Establish an infrastructure for enlarging the Company’s business scale,
By pmmotmg Mé&As and business alliances, the Company will establish a sohd buginess infrastructure for addreszing its

growing business opportunities,

@ Develop and offer unprecedented services in tune with customer needs.
The Company will develop and offer unprecedented services that distinguish it from big-name carriers by carefully
examining and anticipating customer needs,

Next-Generation Double Outsourcing

First Stage Second Stage \

(From establishment to the present) (Medlum-‘rarm Management Plan tor the March 2003-2005 Terms)
With the follewing key terma, Kelka Express has . - )
explored the nishe markat of the light-freight 5 - Next-Generation-Outsourcing:.
dellvery buelness. ‘ -

\ Strategy 1) Expiora a new market

f' Strategy 2 B> Restructure business foundatlons

/

© - Net sales\.will& reach: ¥50 billion:.; :

Keika Express inteuds to evolve its “double outsourcing™ business system into what we call “next-
generation double outsourcing” by hoosting its efforts to form bosiness afliances with other eatities, The
Company's ultimate form would be one of the providers of logistics services without delivery trucks,
warehouses or even truck drivers as its own assets.

Peaturing low pricing-aimost half the cost set by otber players-and speedy delivery iilored to diverse client
needs, Keika Bxpress has tapped into ths new market of amallcombined-cargo delivery from business to
business. This pew market is expecied 10 enlarge the Company’s business scale dramaticelly, with great
poteatial for the future,

- Keika Expross will restructure its business foundations by promoting business alliances with large and
: medivm-sized carriers and encoursging the subcontracting of its “double outsourcing” business system to

; nesuucfurebusmm -+ local smafl or mediom-sized trucking firma. By securing more business partners 50 that we can ouisonrce an
2 {oundations . . incteasing number of orders that might otherwise be beyond our capacity, we inlend to establish a business
RIS gyster that will ailow us to fulfill an expected hnge increass in delivery needs with minitum risk, ’

Keika
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B Financial Highlights

Operating income

(Ml of i)

Nat saies

8,000
2,400 2348,
1 -
- 1,440
iy 1,148
14,000 1,200
7,000 800
O ~5%5 Tosu 20005 2001/ 30028 ®~J6545 100013 2000 20013 20028

{Mhitons of yeny Total assets dliions of very

17,249
16,000

13,718

8,020

1963/3 1986/ 2000/3 2001/8 20021 o 1988/3 1998/3 2000/ 2001/3 20023
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Hddeans 4 e

Ovdinary incomg
3,000

2400

1,800 .
1,200
600

v 1988/3 1655/3 20003 2001/3 200273

Siockholders™ equily
. 7,500

Al s £ F ey

6,110

- 6,000
& 5,139

. 4500

3,188
- 3,000
. 1,500

o 1988/3 1989/8 20003 2001/3 20028

kAt of yen}

Consolidated
1999.f3 2000/3 200113 200273

Nel saiee 21967 23569 25800 .- 32208
Gross profit - .. 9360 _,.__4,_10;1.15.__.___9.\192.-‘ 12202
Opatating Income So0r1.440 1 29& 148 : 2.245j
Ordinary hoome .. 1594 1353 - 1 256 [ 2348

" Vet inooma T -'sos, es0. . ee0 1,053
Total assets e 8020 1QW9 1J al: . 'f17.2L49'
Stockholdsra' equity 2230 3196 - 5,330, 16,310
Capital A4 UBAAT - 1182 . 1.062.
Stockholders' equity per share (Yen) 405 8&,.*_._.4&\5‘31_‘*_,.616@7......*29_4.&3_.-_
Net incoma per share (Yen) . 9242 .103.47:..: 8878 . 13833,

Note: There 8 no ceneclidated financial data for the March 1998 term. o

FE U U v P o

(

Segment lnformatmn

Gmaamun

5 200113

ofg:el !Wlh'ﬂdm) m wlamefm W (hlmmdm) W mam wmm

— 11.572 544 14,.155‘ 601 17577' 681 22432 696»
R 5894 456 BATA 399 S22 319 9776S so4e
T 367 1000 23,559 1000, 25000 1000 62208 1000,
BEMS 510 11872 543 14,155 608, 17578 660, 20364 678
‘8212 %5 872 457‘ Ag,i_zotv B2 7,908 T
5759 1005 21295 1000 2375 1000 75486 1060 30084 1000

: 3 Keika Express Co,, Lid.
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Net income
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- Stockholders? equily

(Eailkars a7y

13,000

o 1998/3 1998 200043 200173 20028

Non-consolidated

Tes iMiillens of yen)
1998/3 199973 2000/3 2001/3 2002/3

Net sales 18,759 ... 21295 -~ 28275 . .25486 30,024
Grose profil 071 T 94817 ..-.9804 . 10,032 12,808

! __Dpersting Income LA N4 e 7020 13300 . 1,189 ~.2,913
Ordinary Income o 1231 e 18860 0 1381 1,202 2,989
Net incoms 312 - 872 709 .. Bef- - 1,586

_ Total asoet 5,992 . " 7.201 8417 : 9,538 14,096

. ___ Blockholders' equity 1,282 ._2.596 3,369 5,291 . 8,804
Capltal o 544 - . - 544 544 1,182 1,262
Stockholdars' squity psr share 319,506,283 - 473.51 512,12 698.12 885.28
Net Income per share 56891052 - 159,11 .- - - 107.76 85.07 208.38
Cash dividend par share -~ 7,50000- - 1500 " 2000 25.00 . . 35.00

Sates Composiion oy Segmant (Consalidaed)

Wi Transportation section o T
38,000 —
Bl Sales section

2208
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24,000 ~

18,000 ~

12,000 -

6,000 ~

0 20023
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1996/3 20003 20013

1898/3 1899/3 20007 2001 20027

Y

Keika Exprass Co., Ltd. 4
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Business Line

Delivery of light freight goods at frequent times in small lots, plus peripheral services

Keika Bxpress intends to break with traditional restrictions by introducing the “software” perspective to the
physical distribution business. The traditional delivery service for general consumers involves the delivery of only
standard-sized parcels from shippers to their destinations, In contrast, Keika Express handles not only the delivery of
goods but also a variety of peripheral needs that might occur before and/or after the delivery of all kinds of light
freight, and has accordingly organized its business pletform and operations.

This unique approach to the delivery business has distinguished the Company’s services from its start, sscuring a
competitive advantage over other freight operatars.

Business System

(1) Keika Express’ innavative “Double Qutsourcing” system

Being positioned between a shipper—a client—and
an independent light-freight forwarder registered with
the Lend Transport Bureau—called an “owner
operator"—~Keika Express offers the best soluticns for
both parties, This is what we call a “double
outsourcing™ business system.

First, we draw up the best logistics plan for &
potentiai client and, once the client agrees, we enter
Py into a contract with the client to offer logistics services,
g = We then select the most qualified owner operator to

Sugply of defivery A accomplish the services and outsourcs the service to
ea"a“r&&'%ear on ‘gg'naz?gd that operator. This is why we are dubbed a “truckless
freight company.”

Keika Express optimizes the effect of this “double
outsourcing” business system by promating two
parallel efforts to enlarge its client base and secure
qualified owner operators,

(2) Subcontracting the double outsourcing system itself

Keika Express has also developed a new form'of
business: subcontracting its “double outsourcing”

Outsourcing o system itself. Called the “Start-up Support Business,” jt
dalivery operations involves supplying the know-how of Kelka’s “double
outsourcing™ business model to local small forwarders
on a subcontract basis.

When Keika Express receives logistics service
orders, it outsources these orders to such subcontractors
in the relevant area. The subcontractors then perform
the service using their own contract drivers.

This new form of business gives us another new
“double outsourcing” system, even eliminating the
necessity of having our own drivers or a fleet of
delivery trucks.

e

Foxy

supgfy of defivery
and o valus-added
services on contract
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GrOWth 'ﬂ'end ,{Non-eonsolidafed )

Murnber of Delvery Service Conlracts Closed

Income from Delivery Services

Mumber) . (s of yer)
10,000 : 20,000 19,487
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16,000
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1958/3 1989/3 2000/3 2001/3 2002/3 1998/3 1999/3 2000/3 2001/3 2002/3

Number of Branchas Numpber of Qwiner Onerater Coniracts Closed

10,000 8,828

128

1968/3 1990/3 2000/3 2001/3 2002/3 1998/3 1999/3 2000/3 2001/3 2002/3
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Strong Points

( Covers perlpheral operatlons of delwery well \

. ‘The innovative “double outsourcmg" system
enables us to provide flexible and low-cost -
solutions to the growing demand for the delivery ~

" of non-standard cargos and pre- and/or pest- . -
delivery periphera! services. It also allows us to,
cope with the individualized needs that can vary

* from industry to industry, giving vs a secure and
dmnnctposmmmlauvemourcmnpemrsmm
Togistics industry, .

.To maintan an advantage {a uffering such
_periphetal services, Kefka’s contract owrer
operators play @ crocial role. Aveilable on a 24- -
hout basis, they deliver  variety of goods in small
lots and at frequent intervals according to -
shippers’ requicements. In addition, some of the
owner operators have special skills urkmwledge.,
“such a3 the installation of electrical equipment,
boosting the vatue of our services, Keika Bxpress’

. consistent policy of offering customized and
compsehensive services associated with the -
delivery of goods will continue to open up pew
bumess oppommﬂa& S o

wlecﬁonafla‘ge-seaiawaste

Cu{t omized Serwces for All Marketsl‘?

Achieve diﬂerenﬁation by proposlng customized services to address every market need '

Keika Express sells its original delivery vehicles to owner operators.
Exclusively developed, the Company’s super-light trucks—as well as its

“super trailers™—have a load
capacity of 350 kg, or avound
1.5 times that of average
light trucks, to ensure better
cost performance.

Keika has also developed a
special structure that enables
the truck to accept detachable
refrigeration equipment and
introduced “Freeze Pack
Delivery,” which allows the
delivery of fresh goods in
refrigerator boxes for which
the temperature can be
controlled for 12 hours.
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' Power of Growth: Keika B2B EXPRESS accelerates \
New Strength 1 i tmpany's growth, Aceelerd

Keika Express has launched the Keika B2B EXPRESS service to target the market for small cargo delivery
from business to business, Although limited to business-to-business delivery, it is our first attempt to offer the
service of combined delivery of less-than-truck loads from different shippers.

The double outsourcing system enables us to offer the B2B EXPRESS service at almost half the
rate of our competitors, becanse we neither own our trucks nor employ our drivers. The service is
' ‘ " expected to match the curtent needs of shippers. Starting in the 23 wards of Tokyo, we plan to
expand coverage to the entire Tokyo metropolitan area as well as the Chukyo, Kinki and
other regions. By gradually intensifying the focus on the Keika B2B EXPRESS
service, we will further sccelerate the company's growth,

)

New Business Model: 2 network of contract operators
}? W Strength 2 enlarges the company’s business foundatwns.pem

Keika Bxpress is receiving a growing
number of orders for comprehensive
logistics services. Having started the new
Keika B2B EXPRESS service, the number
is expected to grow even further. To deal
with these changes, we are promoting
business alliances with other logistics
providers to build a network of allied
logistics players, in addition to expanding
the group of subcontractors to which we can
outsource our jobs.

Keika will continue to promote such ~ Bugihess Alllances
alliances to establish a new business model  Apjed logistica players gt
through a network of allied logistics (1) Licenses to use our exclugive del
playess. trucks and the iogos

Ultimately, we intend to establish solig (&) Ourbusiness knaw-how and
business foundations with the capacity to @) ygnge mgb{:}med
handle a huge amount of logistics needs
speedily at low cost by operating three
business models: traditiondl double
outsourcing, the new typs of double
outsourcing through subcontractors and a
netwark of ellied logistics players.

\—
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Market Trend

ic Land Freight Tonnage and Home Delivery an

(Millions)
3000

8,281

S&C TOKYO/ALO §13-3213-6¢47(

d Pastai Packages Delivered . Japan

8177

M".—-—-‘-—-._" 5,820 ‘,lw _ 5T 800

NO. 1433 P 72

2573 ..LOOY

8,085 2367

& 5,000
- . E 4,000
i 3,000

! 2,000

1989

Although domestic land freight hovered around 6,000

Postal packages  smeade Domastle land
. freight tonnege  miillion tons annually throughout the 1990s, consurer-

oriented home delivery services almost doubled from
1,125 million packages in 1991 to 2,573 million
packages in 2000,

Japanese Gorpanias Qutsuuizing their Legistios Opoiaions

100 (%)

Source: Ministry of Lend, Infrastrastire end Transpart(MLIT) and Ministry of Pablic Moangement. Homs Affiirs, Posts and Tslecomumomications.

2 Conparves Considzng Expang o of 1ocisties Qulseweing

96)

00

According to METI's research on business activities
in 2001, nearly 70% of the companies in all industries
already outsourced their logistics operations, and nearly
30% were considering expansion of their logistics
outsourcing. This suggesis a growing outsourcing need

for logistics operations, as is the case with other lines of
business opsrations.

Source; Minisiry of Economy, Trade 4nd Jedustry (METDH
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Number of Lighi-Truck Freight Operaiors in Japan

. 12720 128321 130078
117811

1899 983 1984 1085 1988 1897 1838 1088 2000

Reflecting the growing interest in starting businesses 2000. This should give us an expanding source of
by theroseives amid the lingaring economic slump and capable owner operators on a continuous basis.
the resulting rise in unemployment rates, the number of
registered light-truck freight operators nearly doubled
during the 1990 from 75,699 in 1991 to 130,076 in

Source: MLIT Trawport Butensy

Ranking in Loght-Truck Freign Transportation Industy

1889 2000 2001
Raking  Company Name Nﬁg‘w e, Company Name mm frocir s} _ Company Nams mz:?m oot}
1 Xelka Expross Co, Lt -21,205 15.32  KekaExorass Co, Lt 23,275 14.95 Kk Bxpress Go, Ltd. 25,486 15.47
2 Kelkyubin Co, Ltd. 4840 348  (EHNUSTREUTONGLU 12500 8.03  KEHNOSTRBUTONGa(w 14,400 8.74
3 SOKUHAI Co, Ltd 3,778 272 Kaikyubin Coutd. 4,854 312 KalkywinColtd - 5606 3.40

4 Karto Sokuhal 2371 177 SOKUMAICo, Ltd. 3,781 243 SOKUMAICo.ltd, ~ - 4,326 2862
5 OAT Jepan,Uimited = 2,160 155 BARUTE = . 2,632 188 ANExpress 4,050 248
6 JmanTransportGrowp 2,121 1.63  Kanto Sokuhsi 2837 1.89 SARUTE ' 2,088 181
7 Accala . 1,742 126  DAT Japan, Limited 2,359 1.52  DAT Japan, Limited 2880 1.75
8 Blke Kyubin Cau L, 1,660 119 Accele © 2127 137 KantoSokuhal 2,637 1.80
9 AN.Bxpress  1.622 117 Anmex. 1,800 1.22 BkeKywinCo.ltd, 2043 124
10 JapanQuick Servics. 1,600 1.08  Bke Kyubin Co. Lid. 1,747 142 Amex : 1,850 1.2
11 SARUTE . 1,489 107 \WorkStaon 1,249 080 JapanQuickService 1,350 0.82
12 Akabou Miyagl 1,360 0.88  AkshouMysgl 1,163 0.75  Work Station 1,300 079
The market size of our industry, which consists of However, the sales figures herein include those of

forwarding firms using light vehicles, is estimated at services other than the delivery service itself,
¥600 billion, Keika Express has afready attained the No.

1 position in this market, pulling ahead of the other

firms with a 15% share,

Source: Teikoky Darabaak “Sales of companies mainty engoging fn cargo-delbvery satvice uzing light vehicies™
Nase: The sales figures are for the contpisics” respectlve cloting months: Deceirtber for Kanto Sokuhal, My for DAT Japaa, August for Annex, September for Work Station nd March for the othern.
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Consolidated Management Indices

Note: Thers is no consoildated data for the March 1888 term.

L Ratio ofigrogs profisle’saiei; 1. - fy

" B 10 on
49 1
o 8 &5 o 8 4. rop-
30 [} .28 / . 8 N‘"\//
) ¢ n /i 4 438
] 1 2

gro?ltaEIIF@ 1989/3 200073 200173 2002/3
Ratio of gross profit to sales (%) - 44,01 42.92 - 39.49 37.88
Ratio of operating profft 10 sales (36} 8.77 - 8.81 4.45 6.97
Ratio of ordinary profit to sales (%) 7.49 ’ 5.74 . 4.86 7.28

¢ Butiorof stockholdeds” equiys 1 o,

Safety _ ~1999/3 . 2000/3 . 2001/3 2002/3
Ratlo of stockholders’ equity (%) . 278t 29,65 43.78 35.42
Current ratlo (%) ) 130.81 - 140.88 - 181.47 133,84
Fixed assets ratio (%) - £0,85 T 91,95 - 76.85 84,07

W Tanginle frad assats tumover . -

RGN

i Ttal adsElsunaoyerte i o

§ T

£
$ . 1 TOBT “ BH
' 9,53 » '
. JUREEY? SO ] %
S 550 24,69
2.29
AR 2 § (- 2
'[. o 1 8 oo

O TouRr TR 200 TS Vo3 70005 25005 20077 202 O Tor ORI 2000 0T TN

Efficlency - -1999/3 ;20003 . 200173 2002/3

Total assets tumover (Emes) 265 2.50 229 22
Fixed assets fumover (fimes) 10.81 9.53 7.51 664
Tangible fixed assets tumover (imes) 24.69 28.83 29.07 35.08

No\:'rouluplnl.mdhm‘emﬁqmmunmnlnwmmdmwnmcbeglmlmmdeadofmﬁacuyw‘w.
Howeves, fiscx period ended in March 1999 was calculsind using the aumber at the end of the .

|5 1! Keika Express Co., Lid,
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- hinmber ot ompleye

Productivity 1980/3 2000/3 2001/3 2002/3
Sales per employee (Thousands of yen) 33,668 S 42T 41,198 44,273
Net income per employee (Thousands of yen) 978 1,192 1,088 1,448
Number of employees (Persons) * §50 5§92 661 784

N Sades piz enprlayce oad net lncoins per employes ace conpined for the aversgs axmber of ermployees during fhe term.

Y R

S 189
120 e e 313
0 -
8. e .
PR i
0 401
: Cashfiow 168973 260073 200173 200273
Cash flow (Millions of yen} - 509 553 o an £58
Depreciation expenses (Mlillons of yan} 103 . 138 - 128 140
Capital investment (Millions of yen) 88 101 : 113 161
Note: Cash fiow = Ne inton ~ Adjustad kicome and othar texes » Depresiation axpenses - Dividends - Dirersorns’ soxd audRons’ borses
r18 1834 : ] il
10 ’ 10 v
. ’ 9.95
5 : $
O RE TS T RS DS . O VoS THen aOus TO0TR I
Gthers 1098/3 2000/3 200173 200273
Return on equity [ROE] (%) 22.71 25.08 16.34 18.74
Return on assets {ROA] (%) 17.42 13.45 8.95 15.33

Note 1: Total asvets and siockholders’ quity are the avesags vtos of the amounis ot the beginning 1ad end of each facal year, respectivety. Howsver, flaes] peticd ended In
March 1999 wos calzutsted using the number @ the end of the term.
2 ROA = (Operating profit + Intereat snd dividonds recetved — Interst sxpansesYAverage valua of joiz) cxpisal employed ot the beginning and end of exch fiscal year
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Non-consolidated Management Indices

: 9.95
8 10 870 0
U5 15 20 / 85 [
wwm P 8 9224
9.8 BA [ ' \ /
3 6 8
i~ s~/
2 4 a55 4 4,79
10 2 2
O o5u Tom T000 20075 20 9 Vo588 10693 2000 20075 200273 9155 T 173 3603
Profitability 1998/3 1989/3 2000/3 2001/3 2002/3
Ratlo of gross profit to sales (%) 42.18 44,52 42.51 39.38 42,00
Baﬁo of operating profit to sales (%) 8.64 7.89 5.71 '4.55 8.70
Ratio of ordinary prafit to safes (%) 7.34 9.88 5.93 4,79 9.85

- Raticrof stotikholeders! equity: - = o,

i Toial assots urnoven” .-

Stackbalders! equitly RGYEr .. it

100
16262 19857
60 S5.42. 120 T . & 8220
114.60
© 4827 8 )
, 28,24 e 30.03
% ® 2
O Seus oW 20005 200 S5 O-S5575 THoRS 200073 2007 20025 O <o THes 2000 BO6A T0E
Safety 6w 18997 200073 20017 20013
‘ Ratio of stockholders’ equity (%) 29.24 . 88.05 40,08 55.47 48.27
Currant ratio (%) 114.80 132.62 . 126.68 ~ 168.70 144,57
h : Fixed asséts ratio (%) 81,82 89.17 8020 87.21 ~72.11

FXed AFSEIS WIMNOYEET « . © 5 1 s

15
e .
9.27 '
9 B14.
. T
L §
. 1 3 3
8
: - S N [
O 15585 19595 20073 0615 T °mmmm 79563 159073 20008 200113 20025
[ . Efficlency 199873 199073 20008 2001/3 200273
Do Total assets turnover (times) 3.27 322 2,98 2.83 . 254
Stockhcldars’ equity turnover (times) 10.32 9.79 "~ 7.80 5.88 4,98
Fixed assets tumover (times) 11.89 10.86 ' 8.27 8.14 7.08

+ 18 Keika Express Co. Ltd.

Notes Total capital, slockioldens’ equity cad fixsd asaets are the average valup of the emounls o i begtaning and end of cach fiacel yess, respectively.

i3
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Muraberof employees:®. e gl

. Meticemeperemplovee

- =it chaet

Sales por amployee.

" Theteanda H serd

. Productivity

44,745

41,123 41,274

Productivity ~1908/3 1988/3 "2000/3
Seles per emptoyee (Thousands of yen) 44,218 42,378 41,123
Net incoma per empioyes (Thousands of yen) 823 1,738 1,253
Number of smployees (Persons) 460 546 887

Note: Sales per exployee ant net income per employes aro computed for the averags sommiber of erployets duriag ths term,

Depreciation expensas: | - *: puyes o

Cashflowr - 5 wn o paieen

T e Coan

Cash fiow __1998/3 1999/3 20003 . 20013 2002/3
Cash fiow (Mitiions of yen) ) 878 680 384 1,311
Dspreciation expenges (Miflions ofyen) = *~ 78 103 188 128 118
Capttel investmant (Millions of yen) Co 132 104 0g 113 118

Notw: Cash flow = Net income - Adjusted Incoms end other tives + Depresistion sxpensss — Diyiteads — Direciors’ and auditors' bomuses

80 80
40 40
k] 8 e
Pl G 24.54 . ;
/ mm',/‘\ / 20 ] /\\
. 13.17 )
g 9.42,/7 18.56 16.88
15.44 1 17.04 : 10 \:

O e e 200 20011 200 O e Vo507 20007 2003 2002 O 355075 ToRary 200073 3003 20025
Others © . 1098/3 - 1099/3 . 200008 . 200143 2002/3
Retum on equity [ROE] (%) . 19,28 40.12 23.77 15.44 28.23
Rsturn on asgets [ROA] (%) 21.75 * 25.81 17.04 12.92 24,54
Dividend payout ratlo (%) ‘1847 9.42 18.58 26.30 18.88
Note 1 Tarel assets and siockholdors” aquity ane the average vatus of the sweants & die beglnaieg and sod of cach fiscal yeur, cospectivaly, Howaver, ftacal pariod endad in Marcht 1995 was caicalued

Ihs number a1 the end of the term,

oty
2 ROA « (Opsreng profit + Imersst and dividends roczived ~ Intzrest expensesVAverags value of o) caplial employed st the beginaing sad end of esch fiscal yeor

Keika Express Co. Lid. 14 ' a
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Balance Sheet

Non-consalicated -

( N B Sei; Congalidated . s
Assets 200073 20008 (20028 ) . 20003 2001/3 200273

Current assets 7840317 7786460 | 11501221] 5715384  5981,084 | 9,189,739
Commandbemkdoposts | 2884963 2,700,702 | 3,785208| 2723154 2,472,564 | 3,211,089
Notes recelvable © T 2788 3583 a1228)| 2788 3583 5,081 |
Tadeteceivale 2207578 2433085 | 3664034 2348393 2620437 | 3,934,147
Oparaﬁngaccoumwwinh ‘ - - 354176 - ) - T -
Trade receivable in natament “"2101273" 4711888 | 2141888 0 - . - |
iventoles .| 30,159 40,242 | 107733' " a01s0 40204 | 107,773
- Propalaexponses " e40B2 34808 | 154261| . 53456 788500 | 94,830 |
oeredixases | 104361 132484 | 247831] 26563 50170 113,598
shottermioms | ~ 200000 | 300847] 75000 200,000 | 1,054,881 |
Oherreceivasios | 389697"' Caen7a7 | 7s1207| 480522 622200 | 666,859
Others | 2084  38516.| 41859) 22803 40382 | 47,008
Alowance tor doubttulaccourts | ABS5,560 | AB7,084 |- AGBET2[  A17,485  A45049 | Ad5506
Fixed assots 2039424 3933122 | ‘5747834 2,702,535 3,557,087 | 4906654
Tomgible fixed assets | eeseu8 . ess608 | 949,150]  eB7212 885354 | 867560 |
" Buldings | 2retsy T 266883 | 272500( 278187 286833‘ | ee1338
swowms | apos T sam’ | ag20l T Tap08 T 3432 2041
| Veommsrmmonsinsgupmet] 116,009 128400 | 153881 115074 128400 | 115810
Toots, fursture and firture o Tadss | e2tes| " 7aers rodse | 7ijtes|
i ‘ e
Clend - 416295""' 416298""' 426,055 416298"" ‘416,208 | 416208 |
fntengible assets  e2t56 99,036 | 4sgra| 80916 - 89748 | 103718
Software ol T 2972 14892 | 28p80] 0 2972 T 21,408
| s Caas”| i) ok s | esie|
ot | T Rl e sz
Mvestmert and otherssssts | 1,968,350 2,047,478 | 4379804"" "“1‘.")54.466""""2551983" 3935355
Kvastment securities oA 110463" ‘sg084] T =7 {10,463 57,618 |
Shares In affilstes 1 el go000] s’ U a77io | asr7io
oy g g |l e SR RO
S e D LT R e e e S
Longtermcecelvatie | 566,782 1694511" 1,056,405 469,619 1,577,075 | 1,860,675
by el el e " 688434 541 474 | 1,461,904] ""'552072""' 372273" 1128768'
Longiemprepald expenses | 40,443 | 26,207 52232 9828 9922 | 1417
Defarred tax assets | 435480 b49,888 | 879,167 223,383 414,750 | 453,158
Guammsecwoshs | 838,018 784808 | 980,568 627,800 754548 | ‘887676
Insurance fund S aress” CiBare | a2611| T orsss” T 118 | 142,611
Others T g00000 20000 1 20000f 200000 20,000 | 20,000
N Alowancs for douttha sccounta | A4DB,088 AD86,875 1A1284730] 2418335  AB21857 | £990,151 |
- Tots! assets ' oT0,779,741 11718572 | 17,249,056 8,417,919 9,538,171 | 14,096,394 |

-~ 15 Keiks Express co. L1o.
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THEX

{Thousands of yen)
(— ~ i Consofidatedy) s o v e ' = Non-consolidated. «. - = »=
Liabilities 2000/3 20018 (20008 ) 2000/3 20013 [ 20028
Curront aiTtes. .585208 494011 | BEBB705| 4407268 3768773 | 6462375
Trads payatle 220965 223897 | 262,183 220965 222,145 | 262,183
" Operating account peyable ‘ - ~"| 1sese3| - - -
Ntss payable ~ ..o o) o~ -
Sharkterm borrawings 1,730,450 883,690 | 2455000 1,580,450 75590 | 2,150,000
oo | TR ipoed IR s 20000
Gurrontperlsn of longeerm borromngs 838,960 706826 | 1086366 994,882 217532 | 22500
 Paysbistoonmeropersiors | 1,189.425 1415501 | 1538038 1,189,425 1,415,501 | 1,571,634
© Otherpayaties 296206 308,648 | 482,016 518811 377,398 | 603540
* Acorued Income taxes 259,088 402,052 | 1,108,260 200299 390,885 | 1,008,008
Acerued consumption exes 49784 68747 | 196,733 49784 88,747 | 177,800
Accrued expenses 05472 142757 | 178,220 104,488 139,157 156,029
Advencs received T Ta448 T 2402 1392 4008 2204 8216
Deposta recelvad 46333 88446 gi318| 45785 868,057 78,040
" Bilowarcs o boriuses " spoe8 . 84513 118,526 88243 91579 | 102644
Unearmed revenus - 38,622 51,021 | 730 6% 2,279
_ mwvmmtmzﬂnm 726.288 567223 755 498 - - oo-
 omers ' I AC ) 11,647 - 639 933 9,894
' Finad labllites 2,017,917 1843871 | 2,450,200 840,918 477833 839,283
M A L et 40818 R W
Corports b ot scrtn varet - S - T 40,000
" Longeterm borrowings | 1e10709 1,279,349 | 1,787,698 433935 225003 | 325,000
Resswoforreliementoencts | — 22,474 | 97,388 | - 2174 15,007
PG neeosaies | 207,208 230981 | 266,401 206083 © 230,456 255,276
Longrterm uneamed revenue =7 111367 | 104,586 | - - -
Othars - - 160 - . - -
 Tota) Bablites 7583,123  6567.883 | 11,138906| 5048186 4,246,407 | 7,201,659
Shareholders’ equity
Capial 544,450 1,182,450 1,262,448 544,450 1,182,450 | 1,262,448
Gapitsl resarve 335000' 1,108,000 | 1,188,958 | 335000 1,108,000 | 1,188,858
Profit reserve S - -1 20192 35272 48,572
Consolldated retained eamings 2316167 2,846,619 | 3673157 | - - -
A | RORER BRI i asr | asrarmo
" Voluatary regerve = - - 1,300,000 2,000,000 | 2,500,000
Aneproprised prot o th yesr . ~ -1 " 1,189,080 972422 | 1,819,170
Vatatn diforences on othrseurten -7 Tnaga80 | at1g7al 0 = 28380 | 413714
o v = 2530, et T e i
Total shareheidors’ squlty 3100817 5130680 | 6,110,150 3369733 5201764 | 6804735
'”“‘“,‘““”‘““"""'“"""“"J 10,779,741 11,718,572 | 17,249,066 B417,919 9,538,171 | 14,006,304
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Income Statement
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e

Consolldated statements of

reblincd earnings

Waumdmwmmw
Baginning batanca of consolidated reteined sammingy
Pricr yoars' adiustmanty ratated with tax shioct

Dacresss In consclidated retained exmings
Dividends ’
Direstore’ bonuses

Net income

mmummmm%

17 Keika Exoress Co., Ltd.

2000/3
1 TI4 437 o

,350 299
424,133
138,133

.. 120,633
18,500
680,863

' 2316167

{Thousands of yey
sConsglidated: w0 T R
20018 - 2002/3 \
_2,316,16,7, 2 84-6 619
2,316,167 | 2,846,619
N "1'50,0'99’ 226,949
131,589 208,449
18 500, 18,500
680 551 1 053 487
2 846 618

3 673,157

Ordinary profit and loss 2000/3 2001/3 2002/3 - 200073 2001/3 { 2002/3
Opsrating profit and ioss. [’ T
Net satea 23,569,708 _ 25809,739 | 32,208,723 23,275,434 25486438 |30,024,144
Operating expenses PO . ) N .
Gost of goods sald 18,453,494 15,616,824 | 20,006,392 | . . 13,380,887  15453,623 | 17,414,326
g, genend and s s exparses B8168,215 . 9044208 | 9,957,967| . 8,563,878 8,872,822 | 8,898,557
Opsrating Income . 1,280,804 ‘11...148,706. 2245162 . 1,330,658 1,169,992 | 2,813,260
Non-aperating profi and joss e IRTURE. b .. .
Nom-oparating revenue o _' . A L .
Intarest incoms © 1,258 2433.._ . 2,583 24045 . 3990 8,848
Dividends incame ....2002 . 40, 68. L2002 . 40, . .40
. Income trom Indsrmnities 72592 . 48189 . e1,080| . . 72502 . 48,159 81,090
Fees received . 80,708 . 81,592 89,703 | . .. 80,703 91502 69,703
Cthers .,_13?22 . 48,822 44,198 o 13881 17,824 28,400
Interest expenzas . .35,297 L. 91002 1 28432 ‘.34433_ .. .80,882 - 21,145
Cancellation charges 21,408 - o el L. AB201° - 18,020 20,508
IPQ preparetion charges .. 2808 ,.13,917. 3,818 . .28031 13917 ‘ 3818
Lossonstieofmirketiblewseurities | . 15229 - ) . -~ 18220 e .
Others ... 16874 38024.. - 76,271 716873 -7 38,024 76251
Ordinary Incoms , 1353.639 : ,256,722, 2,346,283 ,A1381 025 1,222,775 | 2,989,620 |
Exlracrdinarv proﬁt and loas _ L .
Mmm ‘..... . . . . . s A:‘ » . ..'. .
Gain on sals of fixed asasts 87 | . 1,123 . - 1,123
Exraordinany 1os u |
Loas on sate of fixed aeaots 5 4 _' ".. o 3 5
Losa on retiement of edassets 17,0481 8435 8,025 6064
Lass oo svpunin o skt ecusls - 450001 L L= 40000
Dtorsorian temaling hom s e e .= . = 20,878 | ‘
Income before income taxes | 2,205,358 . 1,374,482 | 1,193,736 2944680,
Copondelnsim b, ke b s e s 1 1,527,705 _ 711988,,,,,, 735,578 | 1,401,953
i Prior year's corparsie incoms tax, gie. - 53'499 ) = 52355
Incoms taxas-deferred | 2339334 ,A46540, . 8210853 | A96,625
et income , 1053487, 708,085 ' 668,511 | 1,586,897
Brough forward retained earnings - | 820,028° 376,290 326,022
Proryw afuemmisretedwhgwetet | e L~ = 208406 . = -~
interim dividends paid _ R —| 7 85799 65799 94,749
WMW;Mwu - - 6,579 ¢ 6,6723” 1 7—
nappropristed profit of the year PR . - . 1,169,090 972,422 | 1,818,170
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Statement of Cash Flow

Shtements of Cash Plows 2000/3 2001/3 { 2002/3 )

Gash Nows trom opeesting actities SRR 1
1n6om® before Income taxes o L. .. ... 13471008 1227683 . 2295358 |
Depresiation : : ..o 1eeges o 128747 . 140,033

. (nerense in allowanes for daubful socounts . ... .S23p08 472310 . 294,681
increase in eflowance for bonuses 12,286 L. 4544 6,182
Moressoordscreass nrssarve orretyementbenetis |~ 7 a3474 | A3y

W hrusere for e odrontolowaeos | 23028 23778 | 25,420
' interstand dividends Inoame S A3 Az2474 A2,650
lmruzoxpenm : ... 85297 31,002 26,583
Incre2as In rads receivables ‘ C A1280278 . A1328908 | 22345002

‘ hmmmdecmsalnremvahlealnlmwlmm S . ABei5s14 364,080 £529,453
" Ineroase or dscrease In Invertories 282 A80sT 444,408
" ncrease Intrade payables L. ... .R40808 . 219980 2472 |
tncroaea o dscras in corued coneumption taxae T L RS ¥ £ 128776

. Inoreass ar decrease In other asssta and liabilties | .. ..20028 14879 £.672,851
otes | S8 81087 107,196

. Subtom o\ .. . h2o3783 1154966 £ 654,664
Roceipt of Interest and dividends . . ages 2448 2,877
Paymmoﬂmm . ‘ U A39902 . 26,362 233,847
Payment of income taxes o . A1369B10  AB42089 £876,014

: Mmmmﬂ""“‘“““’” o). LoANe0eer2 0 4BBSB3 ) £1,561,648

Cath fows from Investing actvioe . e
incrsaselntmedepasits | 5408000 408,000 472,000
| Praoseds from time dsposta » ... ..408000 300000 300,000
! Paymont tor acquisition of investment securiles = . A121,463 A 80,000

; ' Proceads from salea of investment securities o a2 - 3,000
f Purohase of tangihio fixed asveta T av01821 A113488 0 | A141,361

el praceods form tanglhl fxed assets I 30 S nade 2300
BN oo e o LT T 515,405

Others . Lo ... AReTes 4322724
Cash flowa from fvesting activities ' ' . AH 062_ ..., 861348 & 195,380

" Netincrease or decrease In short-temn borrowings ‘ © 808104 AB48760 1,671,310
Increase in long<srm borrowings C 4728000 150,000 1,700,000
Repayment of long-term bortowings ‘ | Ag06869  A811,694 5862911
lssuanos ofshares ' L L T 1810000 159,996
Payment of cvidends ... .A12083 - 5131569 £.208,449
Pmmdsfmmksuamofbonds ‘ o -'- - 300,000
Payment for purchess of treasury stock | - ‘ - AL 689
Gash flows from financing activitiea ' ' 1,808801 A230,053 2,659,245

Wcrease In cash and cash equivalents 182668 A202439 902,216
Beginning balance of cash and cash aquivalents | 2,263,126 2445792 2,153,353
Accptancsufcath e chsh QI commostn vl mrerger N -
Ending halance of cash and cash equivaients J 2,445,792 . 2,153,853 3,055,570
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Corporate Data
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Profiie
- Company name:  Keika Express Co., Ltd, - =
" Head office: 12-32, Kakluchl-cho, Kadoma-shi, Osaka 571 -0065

Tel:  (06) 6807-5770
Fax: . (06) 6807-5780
URL:  httpe//www.keikaexp.co.p/

Establishment: Decamber 21, 1987
Capltal stock: ¥1,262,448,000 (as of March 31, 2002)
Workforce: 594 [ 704 on a consolldated basis } (as of March 31, 2002)
Stock listing: Second Section of the Osaka Seourities Exchange {Code: 9374)
- oo
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Keks cmwwaﬁwwnmommm L) T Migzia-shi, o extend 18 business t the Koskhnetsu area.
trang mmmvﬁmm wsh;i%‘m a a%ﬂ%hm e,
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skl
%&mmmwwmmmmmm«a
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Tha business I ths Chbu erea separated and talen over by e mewly sstablished Kelia

peg N
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Thé goodwill of Xila to kel
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% Hoikaid, 2o extend s business to Bhe Holkaldo are.
kqurad Keihm Ui, 3nd Chukyd Ketka Bxprass Ca, LU, to ninforea

SubsldlarleslAffilIates

Dnoambar 1908
&Wﬁp&n&,uﬂ . batame 2 hily owned subsiiery throigh 8 slock transher,
Wﬁ;mmammmmmmmmwmmm;a

;fu&mmmmmmmwmmmmmmdmmm '

June 1897
openedmmn&anwmmmrm 9 exten s business to the Swnin arma.

odnmameparmuedmmmmmmumm tinfmerkmhixmm L, the
Substant sunviv mzm , Yeas mérged with the krma) surviving company Kelka Exprass
o
wanualmmwmwmmmeanmm

s ey,
Qctaber 2000 '
sm%mmwsmmmmm
T N e

Marh
Acquired the 10C% equty of Luck PLG through a stack transhy,

(mmmﬁonmmmmedmmwmmq) ( Sales Mm(mommmm Busk

C Client (Shipper

i}

(Luck PLC on-consoldsted mmyﬂ
A L sonsersaes e

(eka Expmscsccmmum@
Pays
‘ 3 ot s
( ' Owner Operator DR l
Cﬂhmmtract i
I St 4|
(M Convenience Co, mmwmmm@)
Kelka Exprass Co., Lid.

1232, Katiuchi-cho, Kadoma-shi, Osaka 571-0085 TEL:(08)8907-6770 FAX:{08)8907-5780
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