Management’s Discussion and Analysis

YAMATO TRANSPORT CO., LTD.

Scope of Consolidation

Yamato’s consolidated financial statements include 43 major consolidated subsidiaries. The num-
ber of subsidiaries included in the statements was 40 at fiscal 2004 year-end. However, in fiscal
2005, 4 new companies, including Yamato Career Service Co., Ltd., were included to reflect their
contribution to the business, while one company was dissolved due to a merger between consoli-
dated subsidiaries. There are no non-consolidated subsidiaries or affiliates accounted for by the
equity method during the period under review.

Results of Operations
In the fiscal year ended March 31, 2005, the Japanese economy showed some encouraging signs
of recovery, underpinned by increased expim447apanpitscad er eiturries ng therivlia sfleores. Tsei-gainessh Howeverfel
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Home Convenience
The Home Convenience services include moving services and lifestyle support services, such as home
services intimately connected with the needs of local markets, in addition to merchandise marketing.
Due to intensified competition with rival companies, moving services posted ¥33,090 million in
revenue, down 5.2% from the previous fiscal year, despite measures taken to strengthen moving
service operations, including reassessment of the service lineup. Meanwhile, merchandise market-
ing recorded ¥21,261 million in revenue, up 9.1%, reflecting favorable sales of gift merchandise.
As a result, operating revenues, including other businesses, increased ¥773 million, or 1.8%, to
¥43,384 million (U.S.$404.0 million). However, there was an operating loss of ¥638 million (U.S.$5.9
million), reflecting increased fixed expenses for moving services and other items.

e-Business

The e-Business segment encompasses information services targeting business customers, includ-
ing ASP services and the ip6s3.smentses informatiyser items.Tj-1.6659 -1.4682 TD0.0001 DurTw(and cal un,5u3.sme
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Personnel expenses increased ¥15,424 million, reflecting a decrease of ¥4,654 million in provi-
sion for retirement benefits, offset by an increase of ¥18,748 million in salaries to employees to
boost service quality and other factors. The number of employees increased by 9,628 to 141,602,
reflecting a higher number of part-time employees in the Delivery business.

Major factors contributing to increased operating costs and expenses are higher subcontracting
expenses for Kuroneko Mail and increased subcontracting expenses resulting from delivering more
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Investing Activities

Net cash used in investing activities was ¥39,990 million (U.S.$372.4 million), a decrease of ¥694
million. The principal uses of cash in investing activities were ¥36,443 million in acquiring fixed as-
sets, primarily vehicles, though total expenses in acquiring fixed assets decreased ¥10,503 million
from the previous fiscal year.

Financing Activities

Net cash used in financing activities totaled ¥33,912 million (U.S.$315.8 million), an increase of
¥17,472 million from the previous fiscal year. The principal use of cash was ¥17,000 million for re-
deeming company bonds. This was adequately covered by higher cash flow from operating activities.

As a result of these actions, cash and cash equivalents at the end of the fiscal year totaled
¥120,030 million (U.S.$1,117.7 million), up ¥2,999 million from the end of the previous fiscal year.

Financial Position

Total current assets as of March 31, 2005 were ¥269,489 million (U.S.$2,509.4 million), an increase
of ¥18,228 million, or 7.3%, mainly because of a ¥20,816 million, or 21.8 %, increase in notes and
accounts receivable.

Net property, plant and equipment decreased ¥2,454 million, or 0.8%, to ¥324,541 million
(U.S.$3,022.1 million). The major contributing factor to this decrease was a net ¥3,458 million drop
in buildings and structures, ¥1,777 million of which is included as an asset impairment loss. The
asset impairment loss for land was ¥2,820 million.

Investment and other assets increased ¥7,590 million, or 10.2%, to ¥82,126 million (U.S.$764.7
million). This was due primarily to an increase of ¥5,383 million in investment securities to ¥23,051
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