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Exporting Dream Trains to the East and to the West
—How Kinki Sharyo Has Tackled Overseas Projects —

Sinceits founding in 1920, Kinki Sharyo has exported
ral vehides to more than 20 countries As this fadt
suggests our company has engaged in oversess projects
adtivdy. The corporate management has decided that the
fludtuetions in the number of orders cannat be evened out
auffidently with adjusgments in the domegic market. In
this chapter, | will introduce the magjor marketsin which we
are currently active, and discuss our future prospects and
gads

Our Adtivities Rdated to Magjor Overseas Projects
Near and Middle Eagern Markets

Our company isworking to kegp and expand our shares
in the Near and Middle Eagen makets with spedd
emphads on the Egyptian make to which we have
exported about 1,400 vehides aswdl asa project in Dubai
(in the United Arab Emirates) tha is currently a the
manufacturing sage.

In the Egyptian market, we have contributed to
promating the domestic production of rail vehides through
technica cooperation with SEMAF, a vehid e manufacturer
in the country.  We will continue our business in Egypt by
maintaining our rdationship with SEMAF.  Regarding the
subway congruction in Cairo, our am is to secure future
orders for new projects, by going beyond the scope of our
core busness of manufacture and ddivery of rail vehides
and providing maintenance and training.  This means that
we areadtivey providing so-cdled peripherd services basd
on our maingay to secure the trugt of our cugomers. We
will kegp on our effort in the region seeking new busness
opportunities mainly in Dubai, in teems of infragtructure
devd opment invalving full turnkey projects

North American Markets

Todeve op our businessin the North American markets
adtivdy, we established Kinkisharyo (USA) Inc. (KUI) (our
U.S dfiliate) in 1991; and Kinkisharyo Internationd, L.L.C.
(KILLC) in 1999, with KUI asits hading company. We
expect tha our tatd sdes in these markes, snce the
esablishment of KILLC, will have exceeded 1 hillion
dollars by the end of fiscd year 2010. In January 2006,
Rail Trangt Conaultants, Inc. (RTC), which had cooperated
with us as a technicd conaultant for more than 20 years
joined the Kinki Sharyo Group of companies.  This move
has hdped edablish a foundaion for our enginegring
savices nat only in the Noth American markets but
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throughout the world.

In the North American markets, we have devdoped
busness speddized in light ral vehides (LRVS). Our
vehides have evolved from conventiond high-floor
singlelink LRV's to 70% low-floor LRVs we will kegp on
expanding our LRV share in the U.S based on our
accumulated technd ogy and know-how, as well as our track
record. We are dso endeavaring to enter nat only the U.S,
market, but dso the Canadian market. We will promote
our R&D further tointroduce next-generation LRVs

We have been dso entruged with the maintenance of
the vehides we ddivered to the New Jasey Trangt
Corporation (NJT) and the Vdley Mdro Rail (VMR). The
NJT Hudson Bergen LRT projet is of atype cdled DBOM,
namdy a contract that comprises Design, Build (i.e dvil
enginegring, condruction and vehide manufacture),
Operation (for 20 yearsin thiscase) and Maintenance.  Itis
an Ameicantype PPP (Public and Private Partnership).
For this project, we worked with a generd contractor in the
U.S. to edablish aspecid corporation for bidding.  KILLC
isin charge of the manufacture and maintenance of vehides.

The appredation of this track record by the authorities
helped us win the contract on the maintenance services for
VMR-bound LRVs

We will keep our efforts to win new DBOM contracts
and ordersinvalving the maintenance of ddivered vehides



Southeast Asan Markets

To Kowloon-Canton Railway Corporation (KCRC),
our largest cusomer in the Southeast Adan markets we
have ddivered a totd of 252 rail cars for their Eagt Rall,
Wes Ral and Ma On Shan Ral. Currently, we are
manufacturing 34 rail carsfor the Kowl oon Southern Link
project that will link up the Eagt Rail and West Rail.

In March 2007, we have finished ddivering 24 LRVs
for theManila1* Line, which isnow operated commerdialy.
Given grong sdles adtivities of Chinese and South Korean
vehide manufacturers in the Southeast Adan markds it is
catain that we will face a giff price competition there
Therefore our business devdopment will invave the
offering of cogt-competitive vehides and the locdization of
locd production in some of these markets

Future Prospects

Kinki Sharyo has adhered to the prindiple of cusomer
satisfaction.  We are proud of the trugt of our cusomersin
various countries  Regarding the needs of the cusomers,
we have made effortsto sol ve problemsin d ose cooperation
with railway operaiors and parts manufacturers.  Of course,
our rdationship asacontractud party with owners and parts
manufacturers is important.  However, we think that we
mug aso maintain our atitude as a true business partner,
thinking about what we can do to promate mutud benefits;
and cooperating with our partnersin salving their problems.

Ddiveaing sofe products meging quaity sandards,
medting the ddivery schedule — this god may sound rather
commonplace  However, we bdievethat our commitment
to achieving thegod for our cusomersthroughout theworld
will secure cugomer stifadtion; and make them fed that
we ae trugworthy — which represents an even more
important objective

In the North American markets, our sdes adtivities are
spedidized in LRVs.  We think that we can maintain and
improve our market shares by continuoudy evolving our
business, never baing complacent with our track record; and
making seady R&D efforts to introduce new products
desgned to attain ahigher cusomer satisfaction.



