





Bringing people, society
and the future together

We keep people in touch,

and connect the present to the future.

Every day, we will make deliveries *

to customers, to employees, g

business partners, to communities,
and individuals everywhere in the world.

This is our mission at the SG Holdings Group.

With the close cooperation of our stakeholders,

we will support people, society, and the future.
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Relationship with Society

Bringing people
together for
a prosperous society

Yasuo Kobayashi

General Manager

CSR and General Affairs
Operating Strategy Department
SG Holdings Group

REPORT

As an enterprise that brings people together through logistics, we highly value our relationships with

communities. This conviction has been an enduring aspect of the psyche of the SG Holdings Group since
our foundation. In that connection, the group is constantly deepening our communications with
customers, employees, and people in each community while improving our business, adding compelling
new services, and enhancing employee benefits. Moreover, we are determined to return prosperity to the
communities that made us successful. This resolve manifests itself in contributions to medicine, culture,
the arts, sports, and much more. In China and other developing countries in Asia, we conduct
international exchange and offer support across a wide range of fields through appropriate
economic-cooperation agencies. To grow and prosper alongside the communities we serve, | believe the
SG Holdings Group must never cease asking, “What can we do to fulfill society’s expectations and the role
required of us?” We must always operate conscientiously, listening closely to the opinions of others.

> FY 2009 Review of Operations

> Future Targets

Working with stakeholders
for sustainable development

Sagawa Express'’s initiatives for stakeholders are as diverse
as the company's stakeholders themselves. In FY 2009, in a
bid to improve customer service, Sagawa Express launched
Hikyaku Special Correspondence Delivery service. To support
the education of the next generation, we continue to offer a
nationwide “bring your child to work” program. We are also
proud to contribute to communities by sponsoring a wide
range of educational and sporting events. To create a
supportive work environment for employees, we introduced
shorts as part of our sales drivers’ summer uniform as a
measure against heat stroke during the summer. Finally, to
support personnel training, we introduced career support
training for female employees.
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Strengthening CSR to build the foundations
of stakeholder-oriented management

Sagawa Express is a company that grows in partnership with the
society it serves. The importance of our relationships with each
region and community grows with each passing year. At the SG
Holdings Group, we work hard to provide the excellent quality
and high added value that serves customer needs, based on a
solid foundation of stakeholder-focused management. We are
committed to fulfilling our responsibilities as a good corporate
citizen by growing alongside regional communities as well as
supporting prosperous, healthy living in a safe and supportive
society. Finally, we are determined to provide employees with
work environments that bring out their best potential, and to
respond flexibly to an ever-changing society with improvements
to our CSR framework.




B Efforts on Services and Products for Our Customers

Through developing high-quality products and high value-added services,
we seek to become a business that is chosen and trusted by customers.

3R compliant PC transport service, “Hikyaku PC Express”

Sagawa Express provides a 3R compliant transport service,
“Hikyaku PC Express”.

For PC repairs, we use “Sagawa soft air package” which is our
original reusable packaging material for PCs. This packaging
material is highly appreciated as an environmental-friendly
product for its reusability (hence generating no waste unlike
conventional packaging), as well as for the ability to protect
the goods from vibration or shock.

Our original “Hikyaku PC Express” packaging materials

“Hikyaku Green Mail” significantly reduces packaging materials

“Hikyaku Green Mail” is an environmental-friendly delivery service which leads to considerable reduction of packaging
materials. This is a mailing service that uses a special tape that seals the opening side of a brochure or booklet without leaving
residue and is easily removable. All that is required for mailing is to attach an address label. With the growth of environmental
awareness, use of this delivery system has been rapidly increasing, with the number of deliveries reaching 572,548 in FY 2009,
which is 103.32% compared to the previous year.

Paper/plastic envelopes are no longer needed, and compared
with delivery using commonly-used A4 size envelopes, this
can reduce 13g of packaging materials per copy. In the case of Special
sending 10,000 copies per month, for example, it leads to the sealing tape
reduction of 1,560kg of such materials per year.

Il Reduction of the packaging material in delivery of one copy of size A4 /ég’f
(-'/ 7
Weight of the packaging materials | 10,000 copies/ > 2 4
month for 4 _1‘?;(? &
1 copy |[500 copies|1,000 copies 1 year . é:/

Detachable
mailing label

¥

Conventional mail 149 7kg 14kg 1,680kg
Hikyaku Green Mail 19 5009 1kg 120kg \

As more and more companies are shifting their disposal method of confidential documents from shredding to dissolution in
consideration of protection of personal information and environmental aspects for resource protection, we have set up a new
service to undertake processes from pickup from the offices
to dissolution of confidential documents.

The flow of this service consists of: packing of the confidential
documents into special boxes, delivery to the dissolution site
in a unified delivery method securing confidentiality, and the
dissolution processing. The dissolved documents are recycled
into bathroom tissue or the like. On completion of the dissolution
process, a certification can be issued on a Web service.

Special cardboard box
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Relationship with Society

Approval received for the start of “Hikyaku Special Correspondence Delivery”

In March 2009, we obtained the approval necessary to enter the delivery service business of designated correspondences
according to the Act on Correspondence Delivery by Private Business Operators. This allows us to engage in the delivery business
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of designated mails. With this, we will deploy new services in
conjunction with a bill collection service using the “e-collect”
system or using existing infrastructures such as the internet.

Il Accepted document types

Letters, invoices, permits for licenses, etc., residence certificates,
family register certificates, direct mail, etc.

Our payment-on-delivery service, “e-collect,” supports the infrastructure

for mail-order shopping safely and securely

The usage of the payment-on-delivery service “e-collect” is
steadily spreading for its safe and secure transaction method
for mail shopping users.

In our “e-collect” system, the payment is made on delivery,
and its transaction is handled by our dedicated payment
terminal. Therefore, the users no longer feel the troublesome
of bank transfer prior to shipment, concerns about non-delivery
after the payment was made, or the leakage of credit-card
information on the internet. In FY 2009, the payment transactions
through “e-collect” were used for approx. 127.13 million parcels
and 1,370.9 billion yen in the total amount of payment. It has
now become a system absolutely necessary for support of the
mail-order infrastructure. As constant service improvements
continue, one of the possible payment methods is credit cards.
As of March 2010, 20 brands are accepted, and there is a wide
selection of other payment methods including debit cards and
cash.

In addition, in order to provide greater ease of mind Sagawa
Express is developing the industry-first "Consignee Indentification
Delivery Service", which reliably confirms a specific receiving
party. We also developed "Hikyaku Security Express" and working
towards a full selection of security-related services.

Dedicated payment terminal

£33 v B 2
ovc i)
e (T3 D D

INTERNATIONAL

CF Card

Valid credit cards

“Hikyaku Courier with CO2 Emission Credit” development/commercialization

Sagawa Express has introduced “Hikyaku Courier with CO2
Emissions Credit” service in order to prevent global warming.

In this service, if a customer chooses “Hikyaku Courier with
CO2 Emissions Credit” as a delivery method when purchasing
goods in mail order shopping, the customer will bear a part of
the price of CO2 emission credit, while the same amount is
born by Sagawa Express and the mail order company. This
service uses CO2 emission credit (CDM credit) to transfer CO2
emission credit for the equivalent CO2 emissions that
accompany courier delivery transportation to an amount in
greenhouse gas reduction in Japan.

This system allows courier delivery users to participate in
the prevention of global warming in regards to Japan’s
emission reduction commitment of 6% as stipulated in the
Kyoto Protocol, and many people are using this system.

Presently, the amount of CO2 emission credit that has been
transferred to the Japanese government is approximately 115
metric tons of CO2.
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W Mechanism of the service

The customer who buys  Customer Driver

an article from a home h

shopping service vender
Express and selects
Hikyaku Courier with Delivery
CO; Emission Rights.
Customer Sagawa Express

associated with Sagawa

The customer bears the Bears the
price of emission same amount
rights equivalent to the
delivery-related
CO, emission per parcel.
: perp The 10 thousands tons-- q
of emission rights owned CO: emission rights

by Sagawa Express equal to the total

amount paid
Counted in
minus 6% 9 Transfer

government
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Large-sized furniture/appliance installation
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and transportation that emphasizes the potentials of the group

In response to demand from mail-order companies with
expanding businesses, Sagawa Express and Sagawa Moving
Center implement “Large-sized furniture/appliance installation
and transportation” that emphasizes the transportation
network and potentials of the group.

This is a service for large-sized furniture and appliances
featuring delivery by two sales drivers, unpacking/installation
in a specific location, and collection of any waste from the
unpacking such as cardboard boxes. Plus, an internet cargo
tracking system allows for confirmation of delivery status,
and customers who purchase products through mail order
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Installation by a sales driver and staff member
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Making efforts to attend customer calls “promptly, reliably, and politely”

Sagawa Express understands that one phone call from a
customer may define our corporate image. In the Customer
Service Section where calls are handled, we make every effort
to be appreciated in our service by the customers, as the
“second sales section” next to the sales drivers. Each regional
office has its own instructors for daily education, and external
instructors are regularly invited for guidance. New recruits
receive practical education in a man-to-man system for

yum diysuoinie|oy

about one year. Customer Service Section
P . ®mom

Aiming at the improvement of telephone manners, the PR D25~ —EZAYFR
Customer Service Section has conducted an internal customer N
service contest since 2001. External instructors and consultants
make evaluations, and teams representing different blocks
and regions contend with each other for the purpose of
enhancement of the quality of the daily service.

Customer Service
Contest

Efforts on improvement of quality

Certified according to ISO 9001 Quality Mark certification

Aiming to provide the services that satisfy our customers, For our own quality control method, Sagawa Express
Sagawa Express is working on the management of service conducts the certification for Quality Mark. This is a service
quality to correctly answer the customer’s needs. As of May quality control method to correctly answer the customer's
2010, as many as 386 branches and e O needs. After the review of 16 criteria, including the

)\ M, R

performance rates of the specified
& O & W =

offices are certified according to ISO

9001: 2000, which is an international e aman time delivery and redelivery, 9
ENanRa
standard of quality management e branches were certified in FY
system, and we are making further 2009.
efforts to the continuous improvement
of various processes relating to
.  VOE

transport services. Lo N p

e NKKKQA o4

ISO 9001 certificate Quality Mark
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{Relationship with Society}

B With Our Employees

Employees are an invaluable resource for businesses.
In order to respect employees and guarantee equality,
we are making efforts to provide comfortable work environments for all our employees.

Realizing ideal working conditions

The number of employees in SG Holdings Group is about 44,000. VOICE
The number reaches about 63,000 if part-timers, temporary staff, and
contracted workers are included. Considering that our employees
are our indispensable assets, we must realize ideal working
conditions for all employees. We respect human rights, individuality,
personality, and privacy at the workplace while making efforts in 55
activities, namely arrangement (Seiri), putting things straight
(Seiton), purity (Seiketsu), cleaning (Seiso), and discipline (Shitsuke)

Work-life balance and
consultation counters

As we seek to create comfortable work
environments in regards to employment and
lifestyle, the SG Holdings Group is making
efforts towards work-life balance. One of
these efforts involves introducing systems for
maternity health care management, etc. so

for the realization of safe and healthy working conditions. Miho Hyodo that female employees can keep working. We
o i [ Sub Chief will soon be implementing thorough training
—_—
| Personnel and on general knowledge for female employees
| Safety Control and management. In addition, we have
Departmer)t established the “SG Holdings Group General
Labor Section Consultation Room” with counters for both

Sagawa Express general issues and women's issues. Consultation

is provided to employees and family members,
with subjects on company and work issues.
Through efforts on work-life balance, we strive to create work
environments where everyone can feel a sense of value in their jobs and
mature with their life stage.

Substantial education and training courses

In order to give all our employees the experience of feeling M Training courses conducted in FY 2009

the reward of their jobs and growth through educational Name of course Number of participants

training courses, Sagawa Express promotes the nationwide 1| Basic education course for new recruits 3,994

dardized ed ti t . . iob field 2 | Basic education course for safe driving 3,295

standardized education system In various Job Tields. 3 | Graduation certifying course for SD 3,108

We are working on the construction of a quantitative 4 | Basic practical training course for CS 715

measurement system for achievement and growth made by Ml (G172 U ol G el COUER o €5 459

6 | CSInstructor certifying course 113

the employees who finished the courses, looking to the better 7 | SD Instructor certifying course 768

development of human resources. 8 | Safe Driving Supervisor certifying course 202

9 | Exclusive Safety Administrator training course 195

10 | Female Career Support Training/Workplace Reform PJ 125

11 | Leadership training course 1,131

12 | Leadership training course 1,195

13 | Core Management Member Training 32

14 | First-time manager training course 48

Total 15,380

Job development for persons with disabilities

Sagawa Express is making efforts to employ the physically/mentally challenged. Our employment rate in FY 2009 was
1.85% and we have consistently exceeded the minimum rate required by law. The big difference from many other
companies is that we do not employ them at a specific company; namely, they are assigned to work together with physically
unimpaired employees. It is our understanding that only working with other employees and sharing the pains and joy of
achievement with them results in self-reliance of disabled persons in the true sense of the word.

Based on this policy, we will continue our efforts in job development to grow with disabled persons.
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Supporting female employees in various job categories

Providing opportunities for all employees to fulfill their
personalities and abilities is one of our business strategies to
secure a strong workforce in the future. In an industry where
female employment is relatively low, Sagawa Express is making
efforts to hire female employees. The ratio of female employees
has been steadily increasing year by year. Just employing many
female workers is not our aim. We actively promote them to
administrative positions in view of cultivating more female
staff and developing their capabilities.

We have programs to support the child-raising in employees’
families, such as assistance for coming back to work from
child-care leave. Many female staff have actually come back to
work with us after pregnancy.

Female career support /training

The purpose of this training is for the study of knowledge
and skills that are linked to achievements and will stimulate
activity unique to Sagawa Express’s female management. In
particular, we recognize the expectations of the roles Sagawa
Express’s female businesspersons play in various business
situations, and we value their captaincy and leadership
through the increase of motivation.

<& Main curriculum>>

* Female employee support in business organizations created by males
« Stances during work

« Communication and network creation that facilitates organization

* Mindsets and skills necessary for a leader

« Powers of expression expected of a leader

« Drawing out motivation in members

« Coaching

« Basic management

« Logical thinking

During training, active female businesspersons are invited
as guests, and female employees learn how to collect,
recognize, and analyze information using proper thought
processes for organization management. Based on this,
judgment capability, etc. is studied to improve skills.

Il Trends in the number of female recruits in our company (Sagawa Express)

(number)
B/000 === e

7,000 | --- - - m oo m oo
’ 7277 %

6,000 7

5,000 5,855

4,000 /

3,000 3,91 5

3,131
2,000

1,000
0

‘05 ‘06 ‘07 ‘08 ‘09
(FY year)

l Breakdown of female staff by job field (Sagawa Express)

Managers 9 I—Workers at Service Centers 337

Distributive
workers
1,175

Clerical workers

Drivers 1,686 3,684

Sub chief
83

Scene from the first round of training

VOICE

| can rest easy and do my job
thanks to various systems
Sagawa Express Ena Office Customer Service Section
Chitose Yamaguchi

Thanks to maternity leave, | was able to enjoy a year of time with
my child. In addition, the birth of my child gave me motivation for
work, so | can now do each and every task with greater care.

From here on, | expect an increasing number of female employees
that are able to effectively use welfare systems.

The first usage of shorts in the courier service business in Japan

For the first time in the courier industry in Japan, Sagawa
Express has introduced shorts as part of the summer uniforms.

This has expanded the “cool biz” scope to sales drivers in
addition to management and operations department staff,
and is also linked to work environment improvements such as
the prevention of heatstroke.

A sales driver wearing shorts
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Relationship with Society]

Supporting quality of life of the employees

and their families through an exclusive website

SG Holdings Group runs an exclusive internet website “SG
Holdings Group exclusive website for staff and families.” It
has various contents, such as consultation services for health
or troubles in working conditions, information on recreation
facilities, other resorts across Japan, various welfare
information, etc. with a view to helping our employees and
their families enjoy physical and mental well-being.

SGH—NTv I IIIN—T tR-EmmIv
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Main website page

Promoting mental health care

The SG Holdings Group initiates measures for sound e ————
mental health in the workplace based on our Mental Health CHHEAEM [sm]

HENERNRERT—E R A A AL IORO e Y —ER

Guidelines for preserving the health of our worker's minds.

SG Holdings Group has established “SG Holdings Group
Health Dial 24" for employees and their partners and families,
and an expert organization provides 24-hour consultation on
a toll-free telephone line and website. They accept a wide
range of problems concerning family life, including health,
medical care, nursing care, raising children, and information
on medical institutions, as well as mental affairs concerning
distress about jobs or human relations. Consultation on an
anonymous basis is accepted as well.

If the consultee wishes, “consultation in interview” by an
expert is also available at 200 locations in 47 prefectures. We
support our employees, their partners and families.

SGH=NF1/I2IN~T BRES{ T 24
P ———————

SG Holdings Group Health Dial 24 pamphlet

Further improvement through recognition of excellent staff

Once every year the SG Holdings Group conducts a Group
Joint Awards Ceremony for acknowledging the outstanding
achievements throughout the year of individual employees
and business locations.

Beginning in fiscal 2009, Environmental Protection Activity
categories were newly added to other categories such as
achievements, quality, and safety for the purpose of
increasing public benefits and new industry developments
by increasing company awareness for these categories and
promoting activities.

Group Joint Awards Ceremony
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Opinions from A Third Party

Attempting to deepen stakeholder management

The Earth is finite. The more we use resources the more they will decrease, and
eventually they will be depleted. If toxic substances are released into nature, the global
environment will gradually be destroyed. Businesses are currently living in an era where
the Earth is at its limit. It depends on whether or not the world needs a business for it to
live in such an era. My company is ceaseless in our self-questioning to know whether or
not we are needed by society, and demands are being made for us to constantly
question how we can contribute to the sustainability of the Earth. Businesses are not
public property, however in an era where environmental and resource restrictions are
increasing, it is inevitable that businesses will take on more and more qualities like that
of public property.

Businesses also create and publish CSR reports as part of the demands of this era. The
SG Holdings Group is clearly a leading business in these fields as they are already
managing stakeholders using management standards and putting efforts into CSR. In
particular, they are actively working on a number of subjects and obtaining results, such
as the “Climate Savers Program” as a measure against global warming, which calls for
urgent solutions. In this year’s report, they are shown to be comprehensively
implementing such measures and receiving praise.

However, creating a report worthy of the SG Holdings Group requires a few more
plans and improvements.

The first is a method of writing placed in the middle of CSR management. It must be
clearly shown that pursuing CSR activities as a business contributes to the expansion of
corporate earnings. For example, the transportation efficiency, etc. of a large-scale
intensive facility can have such a position. It will also be possible to create an
appearance that gives a stronger impression of win-win situations for both the business
and stakeholders. CSR usually has an image of tree planting and other environmental
activities as well as philanthropy activities, etc. for returning some profit back to society.
However the true nature of CSR activities is creating corporate earnings by being placed
in the middle of CSR management.

The second issue is that | had hoped to see mid-term goals for corporate measures
against global warming. The Democratic Party of Japan has stated goals of reducing
greenhouse gases in 2020 by 25% of those of 1990, and 80% by 2050. In the current
fiscal year, the SG Holdings Group started a new Second Stage Plan, however it would
be appropriate to detail the relationship of this new plan and measures against global
warming. Management planning and measures against global warming are not
separate issues, they should be seen as different sides of the same coin. | believe that
stakeholders will also take concern at this issue when they see this report. If the SG
Holdings Group has not yet completed such work, they should explain their situation
and make a commitment to include such information in next year’s report.

The third issue is that the jobs of the SG Holdings Group are geared towards male
employees, therefore the ratio of female employees is comparatively low. There was
also a limit in the efforts towards CSR activities. However, they stated a goal of raising
the female employee ratio to 16% and are increasing utilization of female employees.
Female management has also been introduced. An organizational balance between
male and female employees is important for sound business activities. If female
employees with CSR activity jobs with leadership responsibility and female employees
that fill CSR activitiy roles increase, CSR activities will expand and grow deeper, and the
report will have greater equality. Active assignment of female employees is a vital part
of CSR activities.
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Tadahiro
Mitsuhashi

Affiliate professor
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Commerce Graduate School












