Notes to Consolidated Financial Statements

Years Ended March 31, 2006 and 2005

1. BASIS OF PRESENTING CONSOLIDATED FINANCIAL
STATEMENTS

The accompanying consolidated financial statements have been prepared in accor-
dance with the provisions set forth in the Japanese Securities and Exchange Law
and its rel witht frtnyinregurelisio,es anh ig ct fmityce wittht frtnyinprinanplesr-generallytthteppSio,j5frtnyinpria001 Tts different ig certaig respects as to applicisio,
and disclosuts requirements of Internisio,al Financial ReportinprStandards.
In preparinprthese consolidated financial statements, certaig reclassificisio,-
and rearrangements have been made to the consolidated financial statements
issued domesticiytthig order to present them in a formria001 is mots familiar to
readers outside Japan. In addisio,, certaig reclassificisio,- and rearrangements
have been made in the 2005 financial statements to ct fmit to the classificisio,-
and presentisio,- uso,j5fr2006.
The consolidated financial statements Tts state,j5frtnyinese ye,, the cur-
rency of the cotnyrthig ia001 Yamato Holdinps Co., Ltd. (the “Company”) is
anporpor withtnd oper wis. The translisio,e of tnyinese ye, amotnyshigto U.S.
dollar amounts are included solely for the convenience oCO -1.1446 TD0.0002 Tw(investments that are deemed to be other than temporary. If the equity method of)Tj0 -1.1631 TD-0.0004 Tw(e
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k. Leases—All leases are accounted for as operating leases. Under Japanese
accounting standards for leases, finance leases that deem to transfer ownership of
the leased property to the lessee are to be capitalized, while other finance leases
are permitted to be accounted for as operating lease transactions if certain “as if
capitalized” information is disclosed in the notes to the lessee’s financial statements.

I. Income Taxes—The provision for income taxes is computed based on the
pretax income included in the consolidated statements of operations. The asset
and liability approach is used to recognize deferred tax assets and liabilities for the
expected future tax consequences of temporary differences between the carrying
amounts and the tax bases of assets and liabilities. Deferred taxes are measured
capitDerivative cial stateinstru.
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5. MARKETABLE AND INVESTMENT SECURITIES
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The liability for employees’ retirement benefits at March 31, 2006 and 2005
consisted of the following:

Thousands of
Millions of Yen U.S. Dollars
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14. SEGMENT INFORMATION

Information about industry segments, geographic segments and operating revenues to foreign customers of the Company and consolidated subsidiaries for the years ende

March 31, 2006 and 2005 is as follows:

(1) Industry Segments

Millions of Yen

2006
Home Eliminations
a. Operating revenues and operating income:

Operating revenues to customers ¥915,952 ¥111,488 ¥44,498 ¥27,279 ¥ 45,744 ¥1,144,961

Intersegment operating revenues 32,643 13,400 15,525 16,141 6,590 ¥ (84,299)
Total operating revenues 948,595 124,888 60,023 43,420 52,334 (84,299) 1,144,961
Operating costs and expenses 899,779 120,852 59,642 39,790 42,739 (86,562) 1,076,440
Operating income ¥ 48,816 ¥ 4,036 ¥ 381 ¥ 3,630 ¥ 9,595 ¥ 2263 ¥ 68,721

b. Ass875tepreancmation andapiTotad expdituresme:

CapiTotad expditureses
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