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Market Environment keopalace 21

Domestic market for studios

Construction Division _ .
L easing Division

Supply Inventory of Studios
_ Our market share of studios
Number of housing starts for at 7%l Utilization
leased units under
Our market share at 37%! Refer to Appendix Page 23 Month-to-month |eases
Demand to expand even for
Refer to Appendix Page 22 / elderly!

" Our market sharein
\ : N managing residential
Trend in Rebuidling

leaseholds of under-35
single households at 5%!

In past 5 years, approx. 2.24 mil. old residential

units have disappear ed,

Refer to Appendix Page 25

Refer to Appendix Page
but in their place, 2.19 mil. new residential units
have come into being through rebuilding

Refer to Appendix Page 23




Interim Results of Our Group (Consolidated)  kkeopalace21

e Net sales, operating profit & recurring profit posted record highsfor 34 consecutive FY!

e Eveninterim showstrend toward achieving full FY targets!

Actual Figures & Targetsfor Net Sales Actual Figures & Targets for Operating Profit & Recurring Profit
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Actual Resultsfor Interim in Construction & Leasing keopalace?21

e Actual resultsfor interim in construction: ordersreceived in 1% half increased 15.1% year-on-year!

e Actual resultsfor interim in leasing: occupancy ratein 1% half rose 2.7 per centage points year -on-year!

Trend in Actual Results for Construction Trend in Actual Resultsfor Leasing
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Outlineof Interim Results & Forecastsfor ThisFY
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Highlights of Interim Results (Consolidated) keopalace 21

Unit: Yen million S_ep 2004: Sgp 200 _ Change in Percentage Mar 2005
This Interim Previous Interim amount change Full FY Forecast
Net sales 209,062 185,816 23,246 12.5% 478,000
Gross profit 49,522 43,023 6,499 15.1% 122,200
Gross profit ratio 23.7% 23.2% 0.5% 25.6%
aaminfstrative expenses 32,188 26,809 5,379 20.1% 66,400
Operating profit 17,334 16,214 1,120 6.9% 55,800
Operating profit ratio () 8.3% 8.7% -0.4% 11.7%
Recurring profit 18,656 10,289 8,367 81.3% 50,000
Recurring profit ratio () 8.9% 5.5% 3.4% 10.5%
IS (L L) b 12,139 5,681 6,458 113.7% 27,000

N

exchange: Yen 2.6 bil.

Impact of foreign




Highlights of Interim Results (Non-consolidated)

Keopalace 2]

Unit: Yen million Sep 2004 Sep 200 Change in Percentage Mar 2005
' This Interim Previous Interim amount change Full FY Forecast
Net sales 205,831 183,593 22,238 12.1% 470,000
Gross profit 49,135 42,603 6,532 15.3% 120,000
Gross profit ratio (%) 23.9% 23.2% 0.7% 25.5%
Selling, general &
administrative expenses 31,726 26,499 5,227 19.7% 64,700
Operating profit 17,408 16,104 1,304 8.1% 55,300
Operating profit ratio ( ) 8.5% 8.8% -0.3% 11.8%
Recurring profit 15,795 13,609 2,186 16.1% 50,500
Recurring profit ratio 7.7% 7.4% 0.3% 10.7%
e @l PY) We 10,150 9,454 696 7.4% 28,400
income

\' | mpact of foreign exchange:

Yen 500 mil.



Highlights of Interim Resultsfor Parent & Major Subsidiaries lkeopalace?2]

Depreciation Depreciation

. o~ Sep 2004 Sep 2003 Change in Percentage Mar 2005
Unit: Yen million ; . : : expense for expense for
This Interim  Previous Interim amount change Full FY Forecast Sep 2004 Sep 2003
Net sales 205,831 183,593 22,238 12.1% 470,000 1,489 1,352
Leopalace
Corporation oo -urring profit 15,795 13,609 2,186 16.1% 50,500
Net sales 3,304 2,126 1,178 55.4% 6,890 1,297 997
MGC Recurring profit 1,159 4,206 5,365 1,400
Of which, foreign
exchange loss (gain) 2,129 3,236 5,365
Net sales 943 1,019 76 -7.5% 2,160 124 122
TPH
Recurring profit 157 118 39 160
Others & Net sales 1,016 922 94 1,050 6 7
2EMWEE e e 1,858 1,004 854  85.1% 1,060
Net sales 209,062 185,816 23,246 12.5% 478,000 2,904 2,464
C°"fg't'gf"ted Recurring profit 18,656 10,289 8,367 81.3% 50,000
Of which, foreign
exchange loss (gain) 2,694 3,863 6,557
Note local subsidiary in Guam
Under forecasts for the full FY ending March 2005, foreign exchange loss (gain) is not reflected.
Note local subsidiary in France



Outline of Balance Sheets (Consolidated) keopalace 21

Unit: Yen million S_ep 2004: S_ep Al ; Change in amount AL As at Mar 31, 2004
This Interim Previous Interim change
Assets
Current assets 112,452 111,502 950 0.9% 130,210
Cash & cash equivalents 28,037 28,835 798 -2.8% 30,735
Trade receivables &
e (0 o 26,441 25,939 502 1.9% 31,699
projects
Operating loans 14,611 18,700 4,089 -21.9% 16,737
Payment for construction in progress 4562 4,475 87 1.9% 3,747
Fixed assets 291,357 277,346 14,011 5.1% 281,283
Buildings & structures 118,054 96,058 21,996 22.9% 114,790
Land 107,025 105,181 1,844 1.8% 106,458
Total assets 404,136 389,385 14,751 3.8% 411,925
Liabilities
Current liabilities 159,811 139,225 20,586 14.8% 166,278
Long-term liabilities 101,350 167,026 65,676 -39.3% 151,505
Total liabilities 261,162 306,252 45,090 -14.7% 317,784
Shareholders' equity
Share capital 55,640 37,500 18,140 48.4% 37,500
Capital surplus 33,772 15,407 18,365 119.2% 15,495
Retained earnings 46,476 23,110 23,366 101.1% 36,428
Total shareholders' equity 125,097 65,235 59,862 91.8% 76,458
Shareholders' equity ratio 31.0% 16.8% 14.2% 18.6%
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Outline of Cash Flows (Consolidated)

Keopalace 2]

- . Sep 2004: Sep 2003:
Unit: Yen million : . : :
This Interim Previous Interim
Cash flows from operating activities 8,358 7,378
Interim net income before taxes & adjustments 17,601 10,340
Depreciation expense 2,904 2,469
Foreign exchange loss (gain) 2,694 3,863
Decrease (increase in accounts receivable 10,667 6,763
Decrease (increase in inventories 545 933
Decrease (increase in long-term prepaid expenses 4,485 7,084
Increase (decrease in accounts payable 12,595 7,400
Income taxes paid 16.765 13,351
Cash flows from investing activities 3,327 4,458
Payment for purchase & proceeeds from sale of tangible fixed assets 3,505 6,558
Payment for purchase & proceeds from sale of investment securities 434 3,200
Payment for purchase of shares & bonds of affiliates
Cash flows from financing activities 8,885 556
Short-term debt & repayment of short-term debt 11,681 6,428
Long-term debt & repayment of long-term debt 34,549 19,164
Proceeds from shares issued 36,260

Proceeds from issuance of privately placed bonds 15,761
Dividends paid to minority shareholders 225 56
Dividend paid for shareholders 2.090 2,091
Net increase in cash & cash equivalents “ 2,697 12,502
Cash & cash equivalents at end of interim period 28,037 28,715

11



Profit/ Lossfor Major Segments (Consolidated)

Keopalace 2]

Construction Division
Net sales 103,049 96,029 7,020 7.3% 240,000
Gross profit 35,491 34.4% 32,464 33.8% 3,027 9.3% 78,300
Operating profi 21,670 21.0% 21,061 21.9% 609 2.9% 51,500
Leasing Division
Net sales \ 100,793 86,743 14,050 16.2% 225,000
Gross profit 15,492 15.4% 12,794 14.7% 2,698 21.1% 44,900
Operating profit 573 0.6% 101 0.1% 472 467.3% 12,900
Hotel Resort Divisio
Net sales 4,6 2,912 61.0% 9,600
Gross profit 929 19.8% 51 2,000
Operating profit 1,982 1,718 3,400

Construction Division: gross profit ratio was
maintained at 34.4%, astheimpact of

compared with forecasts at FY-start.
Number of propertiesat 125 (+18).

.
\ material priceriseswas prolonged,

o

elow target .

easing Division: occupancy rate was 0.3%

Number of propertiesat 260 (+48).

Valuesfor each are before
eliminations between segments

12




Business Strategy for 2"d Half, & Financial/ Business Strategy Her eafter
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Strategy for 2nd Half of ThisFY keopalace 21

Strategy at FY-start 1st Half 2nd Half

Strategy for Demestic Apartment Business
Interim assessment of \\ﬁ No changesin targetsfor thisFY

construction . - : ol
Ordersreceived: to achieve Yen 260 bil.!
\‘ﬁ Completed development of

Construction Division properties

o . Invested into new products
Strengthen activitiesto receive orders

Start of strategy for gaining 500,000 units

Interim assessment of Volume expansion measur e: expand

leasing number of companieswith potential
_ o ||» Continual strengthening of customer base
L easing Division marketing capabilities I
: : Quality bolstering measure: revise
Bolster marketin Continued to develop
Ne ol g properties system for each type of property

Capitalized on companies with system for utilization charges & discounts

potential customer_hase

Strategy for Guam Resort

BUSI ness Interim assessment of resort No ChangeS in ta.rgets for thisFY
Guam Business Division II» business il Toexpand & bolster salesthrough agents!
Started sales through agents Toaim toturn MGC into the black by Dec.

Bolster marketing capabilities 2006!

14



Financial/ Business Strategy Hereafter  lkeopalace 21

Bolstering Corporate Value

Financial Strategy

Reduction in interest-bearing
liabilities

Quick reduction to under Yen 100.b1T.

Business Strategy

Utilization of management resour ces,
namely, tenants & apartment owners

All-out fortification of leasing business {#

L aunch of new business model "

/)

Strengthening of construction
ordersreceived in large city areas

15



Interest-bearing Liabilities & Equity/Assets Ratio (Consolidated)  lkeopalace 21

e About Net Worth (Shareholders

Equity)

We have accelerated the reduction in
interest-bearing liabilities & theincreasein
net worth so as to maintain steady business
growth, and with the aim of quickly realizin
amore solid financial base to be laid down
hereafter, we have effected a public offering
of 20 million new stocks in September 2004

e About Reduction in Interest-bearing
Liabilities

We were able to use the total proceeds of
Yen 36 bil. from public offering of new stoc
to reduce interest-bearing liabilities; in this
interim, there was atemporary borrowing fo
tax payments (amounting to approx. Yen 20
bil.), so borrowings at end of interim
amounted to Yen 139.1 hil. (Yen 23.6 bil. fa
year-on-year). For full FY, weam to
continue to reduce borrowings.

Y100mil Trend in Borrowings & Equity/Assets Ratio
' (Consolidated)

2,800 35%
31.0%

1 30%
2,300 |

1 25%

| 20%
' s

| 15

| 10%

1800
1300 f
800

1 Sh
300

-200 J

1 0%

1 -5%

-700 -10%

2000/3 | 2001/3 | 2002/3 | 2003/3 | 200473 | 200479
(Interim

I Borrowings (ind.Bonds) | 2 251 2,138 1972 1,830 1,621 1,491

[ G maecy comparison for 209 113 166 142 203 236

Equity/assetsratio -3.7% 5.1% 12.0% 16.1% 18.6% 31.0%

16



Statusfor Main Peripheral Businesses
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Broadband Business(1) keopalace 21

As from August 2002, we started broadband business for tenants nationwide g

We are now actively developing user-friendly broadband services,
primarily, the new service for tenants

..
m Asof end-September 2004 m Targetsfor end-March 2005 ‘
LEO-NET installations  Approx. 9,400 LEO-NET installations  Approx. 11,400 properties
properties ‘

o _ *Terminal installations Approx. 158,000
Terminal installations  Approx. 128,000

Number of users Approx. 120,000
Number of users Approx. 80,000

14000 180000

12000 160000

10000

8000

100000 Vo 80000
6000 80000 - 60000
to
60000 o
4000 L 40000
'
40000 .
20000 | 20000 I
0 . . . . . - .

2000

No. of Units with Broadband Access No. of Terminal Installations No. of Users

140000

120000
140000

100000

120000

0
2003/3 2003/9 2004/3 2004/9 2005/ 3 2003/3 2003/9 2004/3 2004/9 2005/3 2003/3 2003/9 2004/3 2004/9 2005/3
(Forecast) (Forecast) (Forecast)
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Broadband Business(2) keopalace 21

The broadband service, “LeopalaceBB”, provided by Leopalace21 o e T R
Digital Rental Videos (chargeable) Approx. 3,000 titles held; introduced titles other than movies. -
CS Broadcast (free/ chargeable)  Retransmission of same programs as general CS channels

Internet services (free) Provision of environment for 24-hour access) Ty
IP Telephone “LEO-PHONE” (No need for telephone line subscription; free of charge for calls between tenants.)
NEW
Publication of “ SEEK", a guide showing CS content Free guide with advertisements for tenants with theme
Startof  marketing program Tool for questionnaires for SP/ marketing, using TV
Sales Targets Hereafter

Start devel oping broadband in condominiums (facilities Details of Developments Hereafter
m Bolstering contents
Rental videos music, education, business, SP

Information for contemporary livin
regional information? cucl;gnd sh pping}letc. 9

m Marketing
Survey questionnaires, market monitoring
m Participating events
Public auditions, live broadcasts, knock-out quizzes
m Mediamix
Collaboration with web site/ mobile/ paper media

L eopalace21
Tenants, owners
Apartments, hotels,
L eopalaceZh\_ hospitals,
Tenants, owners others
Apartments, hotels, 1 mil.
hospitals,
others

Tenants, owners
Ten Apartments, hotels:

o | LiLapoE @
2004.3 | 20053 | 2006/3 | 2007/3 D ESEN
Target Target Target o
Users (x1,000) 60 120 200 300
Sales(Yen bill.) 17 4.0 8.0 100




Medium-term Plan for Hotel Resort Related Business (Guam Resort Business) keopalace 21

Laying down business infrastructure to attract _

customers (Stage 2 of construction completed in December 2003) ,
e Hotel accommodation (208 rooms)

e New condominium facilities (109 rooms up to now — current 416

. . . rooms
Stage 2 of construction at Leopalace Resort & Westin Resort aims to o Newaise) teslites I eomlimsten sl e o) el

raise customer appeal by increasing hotel & condominium o e EE e 27 M e oG — CICT 25
accommodation facilities. Also, we developed our “bridal business”,

which has shown steadily increasing demand, and added new facilities _
based on the “sports paradise” concept so that top athletes can use

the facilities. As a result, we have bolstered a complementary system

. L e Added 10 suite rooms
allowing use of both facilities.

e New St. Leo Del” Anello Chapel

BOlSter | ng our methOdS to attract customers Actual for FY ended Dec. 2003 Target for FY ending Dec. 2006

US$ mil. uss$ mil)
0o 90.0

e Activeresponseto demand for bridal services& golf

We are actively promoting: bridal business through direct sales at bridal 700 oe | P
salonsin 3 domestic locations (Tokyo, Osaka, Nagoya) & packaged sales

through travel agents; and, demand for playing golf through direct sales 500 | 50.0 |

& packages through representatives.

e Bolstering activities for sports groups, school o

graduation trips, package tours 100

“Sports paradise”, one of themes under Stage 2 construction, is the only
general sports complex in Guam that boasts high repute. In addition to
direct sales approach implemented up to now, we will actively attract Net S Bl

customers through tours available at travel agents. sales gProfit  expense
A ettt

100 Net Operatin  Depreciation
' sales g Profit expense

30.0 -

20
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Market Data (Supply)

Keopalace 2]

housing starts for leased units under
points overall to 25.3%.

Growth in housing starts for leased unitslast FY (ended March 2004) (on an annualized basis) was aimost flat at 0.9% year-on-year, but

continued to show growth at 4.1%, so we achieved an increase in market share by 0.7 percentage

Based on annual housing starts statistics from Ministry of Land, Infrastructure & Transport

x1,000
500

400

300

200

100

Market Share for Units under

New Residential
Leasehold Units —— Market share under 30

Trend in No. of New Residential Leaseholds Overall &

Interim
comparison
[ ~ \
4545 4587 v oy
4423 | 246%  24.5%
4260 4182 / || — m
//-/ 24.6% 253K
]
21.9%
18.8% 19.1%
2318 2343
| | |
00/3 01/3 02/3 03/3 04/3 03/9 04/9

30%

25%

20%

15%

10%

5%

0%

Number of new studios on supply (Construction Division) has been maintained even in thisinterim at a share of 37% overall.

Trend in No. of New Residential Leasehold Units under

[ Units under 30

Units
140,000

120,000

100,000

80,000

60,000

40,000

20,000

=3 Our company

111,654

L 96,677
30.1%
79980 85047 !
24.4%
1954

N o

19482 15506

1 L

:

29,133

116,186

34,979

& Our Market Share

-

42,758

—— Our market share

Interim

_comparison
s7A

36.8% ; v

36.0%

57,013 57454

=
20,525

37.2%]

-

21,383

00/3 01/3

02/3 03/3 04/3 03/9 04/9
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Market Data Number of Units & Rebuilding  kkeopalace 21

e On thebackdrop of new supply of studios, the market has expanded to approx. 3.4 mil., or 8.1% growth, in last 5 years, and our
market shareis expanding at 7%. Also, in 5 years, 2.24 mil. leased units built before 1990 have disappeared, and in their place, 2.19 mil.
units have comeinto being through rebuilding.  FY 2003 statistics on housing & land, Ministry of Internal Affairs & Communications

Trend in Studio Leaseholds & Our No./ Market Share

x1,000
™ No. of studios Egﬂ;ig: of —Our market share
4,000
3,447
3,500 |
3,215 7 0%
3,000
2500 2,451
2000 4 717 P
0
1500 |
2
T 2|4%
1,000 | 1foy
50
2429
32.0 | 59.8 | 110.4 |
0

88/10 93/10 98/10 03/10
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%
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x1,000
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2,000
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Trend in Residential Leaseholds

[ 1980 & befordl 198171990 [] 199171995 []199672000 []20012003

1,043 Present
5 Yearsago
10 Years ago
20 Yearsago
8,045 25 Years ago
6,939
5,282
93/10 98/10 03/10
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Market Data Demand keopalace 21

e Under-35 single households will become a huge market of approx. 5 million, and the
number of residential leaseholds managed by us as of October 2003 showed a market share
of 5.6%, indicating we are fulfilling a need.

L eopalace Memberships by Age
Group asof End-Sep. 2004

e Whilethetarget population is showing a gradual decrease, there is ample room for
further market cultivation in this huge market. S

2000 Census & “2003 Number of Households and Future Estimates” reported by National Institute of Population 28.7%

Under 35

years
71.3%

Estimate & Forecast for No. of Under-35 Single Households

(x1,000 B30to 34 years H125t0 29 years O Under 25 years — T TOur Market Share in No. Managed
6,000 [
5,302 5,305
5,254 5,200 5140 5,07
L 4973
5,000 4870 4757
- |2445 2,318 2325 2,276
4,000 2234 2188 2138 P
L le ' 2,034
ol r® " 5.6%
L - -r®T 4.8%
3,000 . - - -1 3.9%
3.2%
2.8%
1,672
2000 [ |1740 1,748 1732 1,704 1,653 1,605 1568 1537
1,000 |
1117 1,179 1,197 1,220 1,234 1,231 1,230 1,212 1,186
0 ] ] ] ] ]
2000/10 2001/10 2002/10 2003 2004 2005 2006 2007 2008

(Forecast)  (Forecast) (Forecast) (Forecast) (Forecast) (Forecast)
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Market Data Utilization keopalace 21

e Asaresult of an expansion in use of month-to-month leases, there is progress in cultivating a new market.
e Based on the diverse needs, new use segments are steadily expanding.
End-Sep. 2004: company data

Breakdown of Uses of Month-to-month Leases (Sep. 2004)  x1.000

300
No. of Tenants by Contract Type
Taking up post Tourism (individuals ]
without family 0.19%7 ur Ol(zllo/:)w uals) Monthly 250.0
Sick care, Tourism (foreigners) O Membership System 239.8
hospitalization 0.29% 0.02% 250 '
Rebuilding & Tourism (groups)
renovation of 0.02%
houses 0.62%
194.4
Temporary usage 200 M
Studying for exams/ for space 1.06% M
courses 0.42% 167.6
Training 2.98%
. 143.9
Moving house 1.80% 150 129.4
35
General room usage 1138
Business trips 39.33%
35.12%
100
150.1 159.9
Dormitory: 125.9
employees 13.62% 1114 109.8 119.7
50
Weekday usage as
commute home too
far 0.52%
Dormitory: students
2.49%
Living alone 1.29% 0 04/9
99/3 00/3 01/3 02/3 0373 04/3 Interim
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Trend in Shareholders Keopalace 2]

Trend in Shareholders I

—<&—Financia —8— Securities companies —#&— General corporations —>— Foreign companies —— Individuals, others —@— Those with bearer stock certificates
institutions
80%
*66.39% -~ 65.92%
0,
60% %5851
Individuals,
45.03% others
40%
% areen
_/—_'>< 31.32% Fe gn.
29.43% companies
N \ — / .........
Financial
16.19% institutions
_——<sam * —a
x—-
- = 2.37% . ' - 4!* ‘ 1
2001/03 2002/03 2003703 2004/03 2004/09

Regarding the product features of general monthly flatsin US and Europe, our business model is gradually being
recognized overseas, in line with the steady increase in our market share overseas every FY.
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