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About JCRA 03

About JCRA

- Name: Japan Construction Machinery Rental Association
- Found: October, 1974

- Chairman: Mr. Yoshitoshi Kadoguchi

- Members: 980 rental companies + 26 manufactures

- Locations: 3,219
About Japan

- Volumes: Over 80% of the rental industry
Tokyo - Area: 377,962 km2 (629)
* - Population: 127mill (10th)
- GDP: 352 trill € (3)
- GDP/Person: 27,480 €
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Customer Needs co4

Customer Procurement Needs in the Next 5 Years
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Equipment Distribution Flow 05

Machine Type New Machine & UE Flow
HEX (8tons +) 41% LNRs B
: Rental :
Mini HEX 36% |[: Market sales ) | L/Rs | | Rental
: 60% :
Wheel Loaders 15% MFGRs End Users
Cranes 2% Sales
End Market
40% _
Bulldozers 2%
\ 4
Dealers
Others 5%

Data: Mizuho Report 2013 UE Market: Domestic 20~30%, Export 70 ~ 80%




Rental Penetration
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HEX, Mini HEX Demands & Rental Penetration
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Industry Growth Trend

Japanese Rental Industry Growth Trend
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Data: Rental Industry Year Book 2014




Rental Operation Models 08

General Rental Service

*C.E. + Wide Range Allied Products
*Machines, Materials, Related Services
*Daily Rent (Over 60%)

*Dedicate Rental Store & Rep

*Not depend on UE Profit

*High Rental Profitability (G/M%: ~39%)
*High SG&A (~31%)

Rental Dedicated

Equipment Rental

* C.E + Limited Work tools

=Single Machine + Little related services
*Mainly Monthly Rent (Over 80%)
=Sales Location & Sales Reps

*UE Dependent Profit Stream

*Poor Rental Profitability (G/M%: ~16%)
*Low SG&A (~16%)

Market Coverage

Sales Based

Construction Equipment Centric Full Job Site Solution
Business Solution
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Competitive Landscape
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Market Coverage

Rental Dedicated

Sales Based

General Rental Service

Kobelco
o . 2 -
(2%) Hitachi
(3.5%)
Equipment Rental Competition Trends
*LNRs: Expanding Shares through M&A
*L/Rs: Reducing # of Companies
i—‘ﬁ% -MFGRs
y Komatsu: Sales/Rent Dural Channel
Hitachi: Rental Based Distribution
Caterpillar: Sales Based Distribution
Construction Equipment Centric Full Job Site Solution

Business Solution
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Asset Lifetime Profitability 010

UE Profit Dependent Lifetime Profit Stream (12 ~ 20 tons HEX)

(3) Lifetime Profit
=(1)+(2)

(2) UE Profit

(4) ROI = (3) = Invest Amount = Y.

ROI (%)

Gross Profit (Amount)
o

(1) Accumulated Rental Profit

1 2 3 4 5 6 7 8 9 10

Retention Years
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Industry Survey - 2013 Results

Revenue Gross Margin
; Down ; Down
Slightl ’ Slightly ’
wan\,/ 1.8% N/A,0.3% Down, 1.8% N/A,0.0%

5.8%

\

Data: 2014 JCRA Survey (Answer from 329 JCRA member companies)
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Industry Survey - Key Issues 012

I 70%
+ 60%
+ 50%
+ 40%
+ 30%
+ 20%
| | | | | N B NN R
Rental Rates Increasing Short of Aged Increasing Asset Money Revenue Financing Others
Competition Manpower  Employee  Costs(Labor Acquisition  Collection Reduction
etc) Cost

Data: 2014 JCRA Survey (Answer from 329 JCRA member companies)
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Industry Survey - Key Initiatives
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Employee Specialty & Costs Tier 3,4 & ICT Expand Rental Diversification M&A and Overseas Others
Training Expertise Reductions Implement. Stores Partnership Expansion

Development

Data: 2014 JCRA Survey (Answer from 329 JCRA member companies)
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Tier 4 Impacts 014

¢ Changes UE Dependent Business Model.
- UE resale value may down by 30~70% due to hard to export to LRCs.
- MFGR & LNR are highly dependent on UE profit.
- Increase of rental rates seems unlikely within 5 years.

e Causes High Ownership Costs.

- Higher Purchasing Price and Insurance Costs.
- Higher Maintenance & Repair Costs.
- Requires Skilled Technician and Service Equipment.

e Proper Market Environment to Accept Tier 4

- 60% to 70% Higher Rate than Now
- Governmental Regulations to Public Construction Project
- Practicable De-tier Solutions

e Distribution Impacts

- Huge Pre-Buying Demands (Tier 3) in 2012 & 2013
- Potential Significant Demands Drop (Tier4) in 2014 & 2015
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e-Business Development (e.g. Kenki.com) 015

Kenki.com : The first web store in Japan (May 2012~)

&
temsyusdtemSyuID1S=18ItemSyulD25=6

Outlines
e Nishio Rent-All (LNR) owns the store — | —

e Trial run for e-business development TR R ——
e Full functioned e-business Eky bah ‘A@ 586351 3917
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~17:00 (12:00~13:00. * wnox

- Web catalogues’ quotation’ b READCIUE, r—;-;z.:gfyjnm. PR 5= S WP DL 2L |
SHREAIE T Lo snmii—8 | Bt - ma@—K | S<53MM  ®ev—17LGSA R - SHUADE
reservation, shipping & return

(MHTDH~)

Fo a MEME, M. R, WAKNE. GRS . N NTEE

e Target customer: Legal entity only i mzmm
* Logistics: Parcel-delivery service Neanncnrans W smnmn | Haduewn  RSdwwmcrrens

bryAEE 1,200M/8 byaAEE 1,200M/8 baAEE 1,300M/8 bAAEE 2,250M/8
RIEA® SHAME REEB W S8R/ RIEA® SEM wEIB W SR

e Store hours: 24 hour, 365 days
e Payments: Invoicing, credit cards

¢ Rental Items

is;%&g t éiﬁitati'f T!bA?JVTtrﬁiﬂh Bl b P FEFRMAF
(FP30M) (W76

- Construction, plant maintenance % l ‘
tools, surveying instruments etc. §

- Future: Construction equipment.




