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HAPPY TRIANGLE

The Nippon Parking Development Group,
based on a philosophy of
“creating happy business relationships

for all associated with the business,”
identifies underdeveloped assets and works
to revitalize these assets and better satisfy
‘ﬁ all parties involved in these businesses.

In the Group'’s main parking facilities business, we

e our mission is to provide solutions that
it parking facility owners, users a

s a whole. Based on this mission, wélafe
Ily broadening the scope of ese

i i through high value-added services, such
i “ parl{rg. In the IPO/IR consulting busines
L]
portfventure companies wit

—

solidated
_ e
'services and ¥ fillepeia
_— 3

- o ~ = facilities offered. We aim to revitalize ski resoxse‘:\fl‘iag - egy T
: | by briG GRS - Bm _—

At a Glance 15
To Our Shareholders 16
Board of Directors 18
vestor Information 19

ial Section 20

- s@_,ng because of dissa}isfaction‘with

ts




I I
NPD NPD
BUSINESS BUSINESS
MODEL MODEL

Expertise in Increasing Revenue

Hl Before taking on direct management contract

Directly Managed
Business

The Group®s directly managed business rents
underutilized parking spaces in the attached
parking facilities of office buildings, hotels
and other commercial facilities. The under-
utilized assets are then effectively used by
offering them as monthly and hourly
parking to outside users. Through efficient
operation by optimizing parking space
prices and the selection of monthly or
hourly pricing systems, owners are guar-
anteed lower business risks and stable »
income, while users are offered lower costs
and enhanced convenience and service.
Such effective use of parking facilities also

45 parking spaces in possession

) 23 spaces (leased to building tenants)  sgles
x ¥40,000/space =¥920,000

@ 22 spaces (used as hourly rentals) Sales
¥50,000/month=  ¥50,000

Net sales: ¥970,000
Personnel expenses: ¥(350,000) Q[

Revenue: ¥620,000 &

Hl After taking on direct management contract
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contributes to curtailing illegal parking on ’

nearby streets and the traffic congestion P 22 spaces (I;a;ec(!)tgoNPD) 440 058'65 ’ |’:|r

and traffic accidents it causes. x ¥2U, Ispace =¥ ! : 'j’r
The directly managed businessOs sales are Net sales: ¥1,360,000 Q[ ;,,

concentrated in urban areas with many
attached parking facilities. Tokyo and the
rest of the Kanto area constitute 55.2% of NPD
total sales, while Osaka and the rest of the

Revenue: ¥1,360,000 &

*Attendant fills empty spaces to maximize earnings

[ Pre-hour leasing ] 9:00~22:00

[ Monthly contracts ]

Kinki area account for 29.6%. Tokyo, Osaka Monthly leases by owners Monthly use
and other central urban areas comprise 23 spaces 13 spaces
Monthly leases by NPD B} Space rented by the hour
0,
84.8% of the total. s;%a?:es sza%es 18 spaces & 20 spaces
. . 20
However, looking at the factors affecting NPD's vacancy rate RS Space rented by the day
net sales variations by region in the fiscal 4 spaces 12 spaces

period ended March 31, 2007, we see (hat o ooy o2 | | esemton spt
about 40% of the areas where net sales to monthly customers 18 spaces customers who are out during the day with owners

increased are regional, indicating high
growth potential in such areas. We aim to

avert the geographical risks of having sales
concentrated in urban areas by accelerating
the opening of regional branch offices to ’
solidly incorporate demand.

USER (Monthly contracts)

Reduced monthly lease rate from

¥10,000 cost savings!

¥ Service enhancement with drop-offs, garage loading and unloading, and more
¥ Contribution to society by freeing up unused parking spaces for hourly rental

¥40,000 t ¥30,000

NPD
BUSINESS
MODEL

The Future of the Parking
Facilities Business

Despite rising land prices, rising office rents and other negative factors, our core directly
managed business has great remaining potential for improved profitability and maximized
revenue by providing optimal solutions. We will advance a dominant area strategy in
central Tokyo as the center of a more focused target area, in which we respond to regional
cities® needs and control pricing to raise the GroupOs market share. In regional cities, we are
accelerating the opening of branch offices to meet the needs of major regional cities and
considering direct acquisition of highly profitable multilevel parking facilities as we expand.

Moreover, in response to diversifying parking facility owner needs and changes in the
market environment, we will offer high-value-added parking facility operations, including
the Marunouchi Building and Shin-Marunouchi Building, the Armani Ginza Tower and
other flagship staffed hourly parking facilities and door service. As more owners demand
high-quality parking facility operation, our management businessNwhich offers high-
value-added servicesNis second only to our directly managed business as a unique service
with great future growth potential.

N P D

Nippon Parking Development
at a Glance

Number of
Properties

2007 Business Model

Contracts
10,490,688

of Sales

0.8%
2.7%
11;%

Number of ‘ Directly Managed ‘ Composition

Business

83.1%

M Directly Managed Business
Management Business

M Leasing Business

M VAServices Busine®Others

8,42
7,27
567I
03

03 04 05 06 07 04 05 06 07

03 04 05 06 07

M Directly Managed Business
Management Business

Note: No data is available for the
number of managed properties

from 2003 through 2005.

The numbers of directly
managed properties and
properties managed under
contract are both increasing
steadily. Particularly robust
is the growth in the num-

ber of properties in metro-

politan areas for which we
provide high-value-added
management services.

To increase revenue, we
reworked and terminated
underperforming facility
contracts, returning a por-
tion of the parking spaces
we had been renting. As a
result, contracted parking
spaces amounted to 10,688
spaces, 1.8% higher than
in the previous fiscal year.

With the successful laun-
ches of our Sendai Office
and Sapporo Office in 2006,
we are concluding new con-
tracts at a healthy pace in
regional areas. The result-
ing double-digit net sales
growth compensated for
the sluggish performance
in central Tokyo.

Directly managed business
accounts for approximately
80% of total parking facili-
ties business sales, but the
number of facilities operat-
ing under management con-
tracts is steadily increasing.
This year, the proportion of
this sector expanded by 3.5
percentage points.



Our business starts in the supply-and-demand gap
between parking facility owners and users.

Many feel inconvenienced when using parking facilities, while owners complain of low profits and other issues. There is a great
gap between users and owners.

We have discovered a major business opportunity in this gap: bridging the giant supply-demand gap. This can only be
achieved by making everyone in society happy—users and owners. We contribute to society by boosting profits for parking
facility owners and enhancing facility user-friendliness. Through this “happy triangle” philosophy, we have created new and
unigue systems in the parking facility field.

We offer ideal solutions for higher profits.

Reducing empty parking spaces and raising occupancy are pressing
issues for parking facility owners. As a solution, we rent unused
parking spaces and employ them effectively in directly managed
parking services. This service is our core business, and directly
managed parking facilities are spreading not just in central Tokyo but
across the country. Turning this around, it points to the many parking
facility owners struggling with facility operation. We improve the
profit structure by responding to the needs of parking facility users.
The solutions we offer are raising occupancy and profits.

Parking

facility
owners

Social

Abundant environment

information to
bridge gaps HAPPY TRIANGLE

and solve We have something to

problems offer toward a better society.

On-street parking is major factor in traffic congestion and
accidents, and seems to originate from a lack of suitable
parking facilities. We strive to enhance parking facility
Parking accessibility and ease of use. The rise of cheap, easy-to-
use parking facilities is sure to reduce the congestion and
accidents associated with on-street parking.

facility

users Our parking facilities business is strongly aligned with
public interests and aims to “take major steps to solve
enduring social problems and promote environmental
enhancement as a member of society.”

Providing more comfortable
parking facility environments

Considering the viewpoint of parking facility users reveals a host of
areas needing improvement, including high prices, lack of parking
facilities in desired areas and difficulties entering and exiting parking
spaces. In addition to problems with parking facilities themselves, the
lack of a distribution system for information about parking facilities
can be traced as another factor.

We are creating systems to make parking facilities more accessible
and convenient. In addition to physical and technical enhancements,
we provide information on hourly parking facilities at user destina-
tions and on monthly parking facilities in major cities. Our business
mission is to provide a comfortable parking facility environment for
all vehicle users.



CONSOLIDATED FINANCIAL HIGHLIGHTS
(Fiscal Years Ended July 31)

Net Sales Net Income Total Assets and Total Equity ROA and ROE
(Millions of Yen) (Millions of Yen) (Millions of Yen) (%) 495
7,716 :
6,795 1,069
6,245
5,548
4,512 612
2,512 397
2,064
220 1,529
N w
03 04 05 06 07 03 04 05 06 07 03 04 05 06 07 03 04 05 06 07
W Total Assets mm Total Equity Cm ROA [Om ROE



I STRATEGY

a Robust
P tructure

The Nippon Parking Development Group has expand growth by providing solutions for effective use of

underutilized parking facilities. An amended Road Traff e 2006, strengthening the crackdown on illegal
parking with harsher penalties for illegal parkers and'c ent duties to the private sector. The business
environment surrounding the Group is undergoing unprecedented change, and the parking facilities business has benefited from
heightened societal awareness. At the same time, performance has been adversely impacted by competitors entering the market in
recognition of business.opportunities and rising parking space rental fees paid to parking facility owners due to surging land prices
and increased office rents.

Amid such market changes, we have advanced progressive new contracting agreements in regional cities in aggressive efforts to
acquire new contracts, leveraging a marketing staff increase in the previous fiscal period. However, we were hindered in part by
changes in the market climate in central Tokyo. High goals for acquisition of new contracting agreements also increased the number
of less profitable deals, lowering overall contract profit margins.

In the 17th fiscal period, we will work to strengthen our profitability. We have formulated strategies in response to market
changes individualized for Tokyo and regional areas, aiming to expand earnings from both new and existing contracts. After

establishing a sound footing, we will aim for a second round of accelerated growth.
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tenants are opening stores at increasin
ing a spiral of rising land and rent pric
cumstances have pushed up the rental fee:
to parking facility owners, cutting into suble
profit margins. Such trends have also changed par
ing facility owners’ needs. As tenant rent prices
increase, more owners of parking facilities affiliated
with commercial buildings are demanding high-
quality facility management over profitability.

The enactment of the amended Road Traffic Law
has also tightened the crackdown on illegal parking.
In particular, areas next to commercial facilities have
been designated as illegal parking crackdown zones,
underscoring the demand for parking facilities. This
has led to increased competition for new contract-
ing agreements as rival firms finally make forays
into attached parking facilities, further increasing
rent prices.
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Reducing Empty Parking Spaces

The economic conditions that have contributed to

empty office space have also brought empty spaces
in parking facilities. The Nippon Parking
ent Group has increased the number
ntracted parking spaces by renting underused
in parking facilities through leasing agree-
ments and paying rent on the spaces to the facility
owners. With the current-economic recovery, office
acancy rates in five major Wards_a’r"'l'dkyo (Chiyoda,

r the first time in 16 years—
tion in empty parkin
= pty p 9

been renting: equently, we gained a limited
number of leased parking spaces in the 16th fiscal
period—1.8% over the previous fiscal period—
reaching 10,688 spaces.

nd Shibuya) have fallen to



Measures to Increase Profitability — Part 1

Responding to the Market

The Nippon Parking Development Group is facing
unprecedented changes in its business environment,
including the diversification of the needs of parking
facility owners. We believe a rapid response to these
changes is important for the Group’s growth.

To achieve this, it has become even more impor-
tant to offer ideal solutions to meet customer needs,
including enhancing convenience for parking facility
users. Such solutions must secure profitability for
owners through subleasing and intermediary services,
and by deploying staff with operation capabilities.

To counter increases in rental fees paid to parking
facility owners, we are considering raising monthly
and hourly parking facility end-user fees, which have
lagged behind recent market shifts. We also intend
to improve earning potential by boosting unit pro-
ductivity with valet parking and other service
enhancements.

As declining office vacancies in turn reduce empty
spaces in attached parking facilities, we are consider-
ing car sharing as a new business model to increase
income per parking space. The yearly burden for
parking, inspection, insurance and other vehicle
maintenance expenses is especially high in central
Tokyo, even as advances in alternative transportation
undercut the advantages of vehicle ownership. We
therefore see a shift in customer needs to car sharing,
which enables vehicle usage for low monthly mem-
bership fees and no maintenance charges. In addition,
this line of business has high profit potential in align-
ment with future market trends as environmental
concern in society intensifies each year.

Acquiring High-Value-Added Parking
Facilities

The real estate market upturn has spurred develop-
ment of commercial facilities and other large build-
ings in central Tokyo, leading more parking facility
owners to demand corresponding high levels of
service and the parking facility management
required to provide it. We believe the Nippon
Parking Development Group’s cultivated expertise in
high-value-added parking facility management—
including valet parking services for high-class hotels,
boutiques and restaurants—enables it to accommo-
date the changing needs of owners. We have
recently taken on the operation of Marunouchi
Chuo Parking, a facility with a total of 997 parking
spaces comprised of an underground parking facility
for the Marunouchi Building and Shin-Marunouchi
Building and the connected former Marunouchi
parking facility. The facility accommodated several
thousand vehicles each day of the first Golden Week
holidays after the Shin-Marunouchi Building’s grand
opening. During this period, we kept the waiting
line to a maximum of around 12 vehicles. This track
record and expertise is a Group competitive edge
shared by no other firm. We will leverage these
strengths to accelerate the acquisition of new
contracting agreements for flagship parking facilities.



Growth Strategy Issues

Selling, General and
Administrative Expenses

Number of Employees
(Consolidated)

(Consolidated) (Employees)
(Millions of Yen)
1,618 172
144
1,212 Im™ 162
= 107 143
943 978 1,203 1,285 92
794 78
03 04 05 06 07 03 04 05 06 07

B Consolidated
[ Parking Facilities Business

B Consolidated
[ Parking Facilities Business

Underutilized Parking Facilities and
Higher Management Expenses from
Staff Increases

[ Parking Facilities Business ]

As directly managed contracts increased in each of
the 13th and 14th fiscal periods, we reinforced
Sales Department personnel over the second half of
the 15th fiscal period to attract even more new
contracting agreements. As a result, we concluded
51 new contracting agreements in the fourth quar-
ter of the 15th fiscal period alone, gaining a sub-
stantial total of 106 new contracts during the year.
However, overemphasis on acquiring new contracts
reduced the precision of the profit simulations we
had previously conducted with great care, leading to
some facilities that underperformed after opening,
negatively influencing profitability for the 16th
fiscal period.

In the 16th fiscal period as well, we set a goal of
200 new contracts focusing on Tokyo, pursuing a
new contract acquisition marketing strategy in which
we strengthened relationships with client companies
holding large amounts of real estate with attached
parking facilities. Despite proposing numerous directly
managed contracts and other high-profit solutions
to corporate customers, many profit-oriented build-
ing owners pushed for price competition with our
rivals. Considering the profitability of new contracts,
we fell far short of our new contract goal.

In regional cities, steady acquisition of new con-
tracts has compensated for the sluggish growth in
central Tokyo with double-digit net sales expansion,
owing in part to the successful launches of our
Sendai Office and Sapporo Office in 2006.
However, profitability declined on heightened depre-
ciation and amortization from increased personnel

Net Income
(Consolidated)
(Millions of Yen)

1,128 1,209

920

979 1128w )

706

03 04 05 06 07 08 (Forecast)

B m Consolidated
1m0 Parking Facilities Business

Factors Affecting Operating Income
[Parking Facilities Business] (Millions of Yen)

.i

-160
i +79 959
321 — ’ y
* 337 55 4

'06/7 ‘0717

. Increased gross profit from increased net sales (= increased operating income)
® (¥6,249 million (FY2007 net sales) — ¥5,470 million (FY2006 net sales)) x
41.3% (FY2006 gross profit margin)
. Decreased operating income from lower gross profit margin
 ¥6,249 million (FY2007 net sales) x (35.9% (FY2007 gross profit margin) —
41.3% (FY2006 gross profit margin)
® 41.3% — 35.9%
Negative and low-income contracts invite lower gross profit margin
. Reduced operating income from increased selling, general and administrative
expenses
A) Increased SG&A from expansions in scale (¥6,249 million (FY2007 net sales) —
¥5,470 million (FY2006 net sales)) x 20.6% (FY2007 SG&A expenses ratio)
B) Reduced SG&A from lower SG&A expenses ratio (¥5,470 million (FY2006 net
sales) x 1.5% (FY2007 SG&A expenses ratio) — (FY2006 SG&A expenses ratio))

N

w

expenses and other selling, general and administra-
tive expenses, and from the implementation of POS
systems to track income.

[ Ski Resort Business ]

In the ski resort business undertaken from the 16th
fiscal period, we acquired the Sun Alpina Kashimayari
Ski Resort in September 2006 and began operations
in December. However, a warm winter, meager
snowfall and a lack of pre-season advertising pre-
vented us from reaching the visitor goals set at the
start of the season. We were unable to reach prof-
itability in the first year of operations, due in part to
lack of growth in per-customer revenue.



Measures to Increase Profitability — Part 2
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SERVICE OUTLINE

As a parking facility professionals

We offer optimal solutions for parking facility management from four standpoints: operation services, operating
revenue, facility cost management and management foundations. We are also using our expertise and experience
to move into new business areas. We will go forward diligently as a professional firm providing all manner of
parking facility solutions and value enhancements, and as a challenger pioneering new business enterprises.

Service

Business Risk
= Safety

Cost
Management




Operation and Service a Cut Above

We support service enhancements to raise parking facility
added value through increased hospitality and differentiation,
including parking facility design support, support for the
formulation of parking facility operational structure and
parking facility operation subcontracting with staff
management. We provide complete backing for owners,
through user analysis based on the characteristics of the
facilities and location, operational structure creation to achieve
owners’ visions for the facilities and other assistance.

Providing Strong Support, from

Improving Profitability to

Creating New Revenue Streams

We offer strong support for owners as we strive to raise
income, secure stable revenue and improve profitability. We
will increase profits by instituting a profitability plan backed by
our extensive track record, including profit creation through
effective use of underperforming assets. We provide owners
with ideal solutions to all manner of issues through a broad
range of services, including rental fee opinion reports, produc-
tivity and income/expenditure forecasts, support for effective
use of assets and property, and customer attraction services.

Measures to Reduce Business Costs

Parking facilities businesses entail enormous costs for
depreciation, maintenance and repairs. By analyzing such
factors from an objective position, we help owners keep costs
down. We are satisfying numerous clients and building many
partnerships through a support system that meets owner
needs, including design, facility preservation plan formulation,
construction management and parking fund support.

Risk Management through

Safety Enhancement

Although parking facilities are strongly in the public interest,
they are a safety risk area in office buildings and other
commercial facilities. Accidents and lack of safety lead to loss
of trust and lower prices. With currently insufficient statutory
regulations, setting safety standards is both our societal
obligation and a cornerstone of management. The Group’s
Parking Facility Safety Enhancement Program promotes the
definition of safety standards that also take into account future
business risk.
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BUSINESS OVERVIEW — PART

1

General Manager of Western Japan Division

In the parking facilities business, we took on more sales
personnel and pursued new contracting agreements with
high acquisition targets. As a result, the successful launch
of our Sapporo Office helped ensure healthy new contract
acquisition rates in regional areas, but we fell short of our
performance goals in central Tokyo. Although we intend-
ed to provide solutions suited to parking facility owner
needs, we overemphasized subleasing—a mere portion of
our business model—in our marketing efforts. The result-
ing failure to appropriately accommodate diversifying
owner needs caused the disappointing figures.

Profits were partially depressed by increased rental fees
paid to parking facility owners due to escalating land
prices. Improved office vacancy rates reduced empty park-
ing spaces, blunting gross profit growth and resulting in a
gross profit margin of 35.9% for the parking facilities
business, 5.4 percentage points lower than in the previous
fiscal year.

Senior Director,

Ryujiro-lwamoto

Director of Eastern Japan Division
General Manager of Eastern Japan Division
Shinichi Sugioka

PARKING FACILITIES BUSINESS

Executive Vice President
Kenji Kawamura

Senior Director,
General Manager of Tokyo Division
Hideaki Matsuo




The Nippon Parking Development Group conducts market-
ing activities centered on its directly managed business,
which subleases mechanical parking facilities in and
attached to buildings with focus on commercial districts in
urban areas (Tokyo, Osaka, etc.), which have high concen-
trations of attached parking facilities. The directly managed
business’s net sales rose ¥544 million compared with the
preceding fiscal year—to ¥5,194 million. This comprised the
largest portion of the total sales for the Group’s parking
facilities business, at 83.1%. In the Group’s management
business, in which we subcontract the operation of staffed
parking facilities, we took on a new contract to operate
Marunouchi Chuo Parking, a facility with a total of 997
parking spaces consisting of an underground parking facil-
ity for the Marunouchi Building and Shin-Marunouchi
Building and the connected former Marunouchi parking
facility. We also operate high-value-added parking
facilities, such as staffed hourly parking and door service—
flagship services at the Mitsubishi Shoji Building, the
Westin Hotel Tokyo and other commercial buildings. In
such relatively large buildings, high-class hotels and
boutiques, owners are moving toward an emphasis on
enabling safe and stress-free usage for tenants and cus-
tomers, rather than using parking facilities to raise profits.

While most listed firms run primarily coin-operated
parking facilities, the Nippon Parking Development Group
has an advantage in staffed parking facilities with its
wealth of contracts in this business area. As the economy
recovers, owners are increasingly demanding high-value-
added parking facility operation. By absorbing that
demand, net sales for the Group’s management busi-
ness—which takes on high-quality operation duties for
parking facilities—increased ¥279 million year on year, to

Net Sales Variation Factors by Business Model
[Parking Facilities Business] (Millions of Yen)
+279 +12 +38

[ ]
1. Increased sales under all
business models except VA
2. Healthy acquisitions rate for
management contracts

'06/7 M Directly Managed Business B Management Business  '()7/7

VA Services Business M Leasing Business M Others

ﬁ [ ] _95 T

¥707 million. The management business’s proportion of
the total sales of the parking facilities business also gained
3.5 percentage points, reaching 11.3%. In addition, while
all businesses besides the VA services business showed
higher net sales, the management business with its partic-
ularly high profit margin experienced strong sales, and as a
unique business of the Group it is expected to grow at a
rate only surpassed by the directly managed business, as
the expanding scale of management business generates
steady sales increases.

By region, sales tend to be concentrated in urban areas
where attached parking facilities are plentiful. A total of
55.2% of sales are from Tokyo and the rest of the Kanto
area, while Osaka and the rest of the Kinki area constitute
29.6%. Tokyo, Osaka and other metropolitan areas
together make up 84.8% of the total. From the per-
spective of business risk, we believe 50% of sales should
ideally come from the Kanto area and 50% from other
areas. We are therefore planning to open one branch
office per year to avoid a gap in expansion rates between
Tokyo and other areas, in consideration of Tokyo market
growth. The market changes in central Tokyo have yet to
propagate to regional areas. We will aggressively pursue
directly managed business in regional areas so as to avoid
geographical risks.

In net sales by region, all areas are expanding. The April
2006 launch of the Sapporo Office in Hokkaido has been
particularly successful. We also opened the Sendai Office
in Tohoku in December 2006. So far, we have opened
10 offices in Japan, but many regional areas remain
inaccessible. We therefore see adequate opportunity for
continued geographic expansion and strive to increase
sales and profits in this manner.

Net Sales Variation Factors by Region
[Parking Facilities Business] (Millions of Yen)

5,470|+435 +51 +113 +38
-

+53 +70 +16 L=

1. Increased sales in all areas

2. Successful launch of office in
Sapporo, Hokkaido

3. New office in Sendai, Tohoku
opened in December 2006

()]
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5
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B Chugoku M Hokkaido M Tohoku
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The Nippon Parking Development Group has grown on
the basis of its non-asset style of management, emphasiz-
ing direct management of attached parking facilities. Our
fundamental approach is to block-lease vacant spaces,
then to lease these unused portions to other customers,
boosting returns and contributing to owners through
aggressive time-based operations. In addition, leveraging
the expertise in parking facility operation we have devel-
oped through experience in staffed facility management,
we will work to gain new contract agreements to provide
valet parking services and other high-value-added opera-
tions to flagship commercial facilities, such as Marunouchi
Chuo Parking and the Armani Ginza Tower.

In the Tokyo area, despite the negative influence of
surging land prices and rising office rents, we believe we
can improve profit margins and maximize revenue by
ascertaining owner needs and offering optimal solutions.
In the directly managed business, narrowing our target
area through a dominant area strategy enables us to con-
trol pricing by raising market share and to provide parking
facilities that better meet user requirements. We will also
aggressively advance high-value-added management pro-
posals in the same vein as Marunouchi Chuo Parking.
Furthermore, we aim to roll out a new business model to
meet changes in the market.

Within the new model, we are considering a car sharing
business for Tokyo and central Tokyo. As global concern
for the environment grows, this car sharing system is
already gaining popularity in Europe.

Owning a vehicle in Tokyo entails high parking fees and
other yearly maintenance costs. At the same time, many
people appear to use their vehicles infrequently. We think
such urban vehicle owners greatly need and would benefit
significantly from switching to a car-sharing system with
free use of a vehicle for a few tens of thousands of yen per
month. The car sharing business is poised for high growth
by increasing income per parking space and leveraging the
NPD Group's extensive stores of user data.

In regional areas, we intend to accelerate new branch
openings to meet the needs of major regional cities. We
will pursue a dominant area strategy in each regional

urban area as well, aggressively proposing mainly directly
managed business solutions in target areas. In regional
areas as well, we are considering direct acquisition of
high-income multilevel parking facilities. One objective is
to raise revenues and profits. In addition, owning such
properties ourselves gives us a head-start when test-
marketing new service offerings. This allows us to swiftly
implement new services in central urban areas to expand
our selection of high-value-added operation services.

In terms of geographic growth, we are eyeing overseas
expansion along with regional expansion. In 2006, we
concluded a consulting agreement on parking facility
operation with Korea Car Park. We aim to advance over-
seas in cooperation with real estate-related firms in Japan,
which manage REITs and other international investment
trusts. We are looking particularly at the Chinese market.
Although dependent on government policy and market
conditions, Shanghai and other areas of China are suffer-
ing a major shortage of parking facilities. Targeting the
nearly 100 million wealthy in China, we are considering
rolling out valet services for hotels, restaurants and other
commercial buildings.

The Nippon Parking Development Group has a track
record of consulting on and providing extensive solutions
for the design and operation of parking facilities attached
to newly constructed buildings and other commercial
facilities. Our VA service consulting solutions recognize the
reorganization of department stores and restructuring of
retail stores as a significant opportunity to increase
revenue and service quality of service. Specifically, revenue
can be boosted by renting out underutilized portions by
the hour to the general public, while giving department
store customers priority. In outlet malls and other regional
commercial facilities we intend to provide similarly con-
venient solutions, such as clearing up weekend traffic
congestion. We aim to continue applying the vast store of
expertise that we have accumulated to offer solutions to
the issues that parking facility owners face.

The Group will continue offering high-value-added serv-
ices to meet all manner of societal needs. We will work to
improve the quality of the world’s parking facilities and
revolutionize parking facility systems, image and markets,
for the happiness of all involved with them.
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BUSINESS OVERVIEW — PART 2

IPO/IR CONSULTING BUSINESS

Year 2007 Review

While the Group’s main enterprise is the parking facilities
business, our IPO/IR consulting business is a unique corpo-
rate venture capital (CVC) business, differing from general
venture capital (VC) in the hands-on consulting it provides.
To be eligible for support, the client venture firm must be
advancing a unique business in any area and the Group
must be able to dramatically raise the firm’s corporate
value through consulting support. Over half of our current
clients are involved with real estate, parking facilities or are
otherwise relevant to our parking facilities business.
Income is derived from capital gains and consulting fees
from client firms. We run a stock-type business model,
where we take in consulting fees as fixed income and
collect personnel costs and other fixed expenses.

We are happy to report that we now support 16
companies. Eleven of the companies are unlisted—two
startups, four in early development stages and five in middle
or late development stages—and the remaining five are list-
ed firms. Since starting its IPO/IR business in August 2005,
the Nippon Parking Development Group assisted a restau-
rant management company in becoming listed in October
2006, and helped two other companies change designa-
tion from the Tokyo Stock Exchange’s Mothers market to

General Manager of Investment Business Division
Koji Utsui

the First Section of the Tokyo Stock Exchange. We aim to
nurture one or two enterprises to IPOs each year.

The unlisted firms we support are all venture companies,
usually with business models concentrated in a single area.
This makes them vulnerable to falling revenue due to the
appearance of rival companies or other changes in external
conditions. We recognize our important supporting role of
identifying and helping to avert such risks early on.

Future Strategy

Rather than pursuing expansion, we intend to maintain a
maximum of around 20 client firms. We are steadily taking
on new contracts. Merely increasing personnel in the IPO/IR
consulting business will not fulfill client needs, because the
work involves company management and many aspects
cannot be systematized in a manual. Consequently, we
would like to start by devoting our resources to enhancing
corporate value for our current clients and building a track
record of 10 IPOs over a three- to five-year growth period.
We set our target for capital gains at several hundred
million yen per company, totaling several billion yen for
10 companies. IPO prices vary according to market condi-
tions and other external factors. We therefore pay careful
attention to timing as we strive for successful client IPOs.
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BUSINESS OVERVIEW —

PART 3

SKI RESORT BUSINESS

Nippon Ski Resort Development acquired the Sun Alpina
Kashimayari Ski Resort in September 2006. After beginning
operations in December 2006, we made several attempts
to improve customer satisfaction. Some progress was
made by implementing strengthened safety measures for
children, enhancing visitor comfort by thoroughly renovat-
ing the restaurants and prohibiting smoking in all build-
ings, and implementing quality improvements by updating
rental skis and snowboards to the latest models. We also
worked to improve the cost of sales ratio through stream-
lined operations by reducing lift and ski slope maintenance
fees, winter snow removal fees and other fixed expenses.
However, we were unable to attain positive operating
income in the first year of operation due to a shortfall in
our initial seasonal goals for number of visitors and rev-
enue per visitor, which was caused by a record-setting
warm winter, light snowfall and insufficient pre-season
advertising.

We had approximately 100,000 visitors last year and are
planning for 150,000 this year. To achieve this, we will
first enhance local visitor draw. We aim to create more
repeat customers by hosting events for area children and
students, introducing parent-child tickets—family-oriented
combinations of lift tickets and meal tickets—and institut-
ing strategically priced seasonal tickets with discounts for
early booking. We are also working to attract early
reservations for study excursions and student groups to

President of Nippon Ski Resort Development Co., Ltd.
Taro Ujike

increase visitor numbers on weekdays. To increase per-
customer revenue, we will promote overnight stays by
renovating lodging facilities, opening new fast food
restaurants and refurbishing open-air baths. We addition-
ally aim to increase per-customer revenue through extend-
ed stays for day visitors by cultivating a more pleasant
atmosphere in the resort.

The skiing season runs from December to March, but
the number of visitors changes drastically during the
high season in January and February, and at the begin-
ning of December and the second half of March. We will
modify charges, visitor draw targets, event hosting, lift
operation and other elements according to the season to
optimize rates and operating periods for high cost-benefit
performance in management.

From the coming fiscal year, we intend to operate year-
round. The ski resort is near the Tateyama Kurobe Alpine
Route, which receives around one million tourists.
Recognizing this summer business opportunity, we are
considering operating the resort as a lodging and dining
area for visitors to the Tateyama Kurobe Alpine Route, and
as camp lodging facilities tied in with the athletic facilities
of the towns at the foot of the mountains.

As a medium- and long-term strategy, we first aim to
raise Sun Alpina Kashimayari Ski Resort to profitability, then
continue expanding profits. Later we intend to efficiently
operate a second and third ski resort in nearby areas. From
an earnings perspective, the ski resort business has the
latent potential to reach the same level of profitability as
the parking facilities business. We strive to bring the ski
resort business to the same high level of profitability as the
parking facilities business.




Profile

Net Sales

Operating

Income (Loss)

Sales
Breakdown

by Segment

AT A GLANCE

PARKING FACILITIES
BUSINESS

In the parking facilities business,
we consider it our mission to pro-
vide solutions beneficial to parking
facility owners, users and society.
Based on this, we constantly work
to offer leading-edge parking
facility services.

IPO/IR CONSULTING
BUSINESS

The IPO/IR consulting business
targets venture companies with
superior business models that
would make even greater strides
with our assistance. We support
such companies’ long-term growth
and enhance their corporate value.

SKI RESORT
BUSINESS

The ski resort business targets
underperforming ski areas, aiming
to revitalize them by raising their
value and bridging the gap with
skiers who are dissatisfied with ski

resort services.

6,249

Million Yen

210

Million Yen

339

Million Yen

(Net sales of ¥336 million,
excluding intra-group transactions)

1,410

Million Yen
(or ¥959 million,

including common costs)

75

Million Yen

(112)

Million Yen

(Operating loss of ¥115 million,
excluding intra-group transactions)

'

91.9%
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TO OUR SHAREHOLDERS

The Nippon Parking Development Group conducts business in three primary areas: its core

parking facilities operations, IPO/IR consulting and the ski resort business. During the fiscal

year under review, the Group generated net sales of ¥6,795,028 thousand, up 22.5% year on

year. Operating income declined 18.4%, to ¥919,933 thousand, income before income taxes
fell 34.4%, to ¥1,184,307 thousand, and net income dropped 39.9%, to ¥642,267 thousand.

Operating Performance

The real estate market remains competitive, as private-
issue real estate funds, REITs and other potential acquirers
vie to acquire superior properties in major metropolitan
areas, as well as in regional cities. The parking facilities
environment has been affected by the recent implementa-
tion of the amended Road Traffic Law, which adopted a
firmer stance toward people responsible for illegal parking
and introduced stricter penalties. While this legislation had
the positive effect of raising social awareness of parking, it
also heightened competition and pushed up land prices
and office rents. Rents that parking lot owners charge to
operators have increased as a result, having a negative
impact on our operating performance.

In this operating environment, we adopted various
measures to strengthen our parking facilities business,
establishing regional branches and increasing the number
of marketing personnel in an aggressive effort to acquire
new service contracts. These efforts produced favorable
results in regional cities, and in the Tokyo metropolitan
area we were successful in securing large orders for high-
value-added management at such properties as
Marunouchi Chuo Parking, the Westin Hotel Tokyo and
the Armani Ginza Tower. Overall, however, our efforts to
acquire new service contracts fell short. Furthermore,
investment in systems to enhance our control over revenue
and profits on hourly parking facilities raised depreciation
and amortization expenses. Our structural enhancement
drive also created additional costs in the form of higher
rents for newly established regional branches. As a result,
net sales for the parking facilities business totaled
¥6,248,796 thousand, and segment operating income was
¥1,409,604 thousand (or ¥959,254 thousand, including
common costs).

In the IPO/IR consulting business, we steadily increased
the number of clients we support. In our first-ever IPO of a
supported company, we succeeded in selling a portion of
the shares in Zetton Inc., although these results were
hampered by the sluggish overall market for startups.
Consequently, the share price we obtained fell below our
initial expectations. This segment generated net sales of
¥209,998 thousand and operating income of 