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Independent Auditors’ Report

To the Shareholders and Board of Directors of DATHO CORPORATION:

We have audited the accompanying consolidated balance sheets of DATHO CORPORATION
and consolidated subsidiaries as of March 31, 2006 and 2005, and the related consolidated
statements of income, shareholders' equity and cash flows for the years then ended, expressed
in Japanese yen. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to independently express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of DATHO CORPORATION and
consolidated subsidiaries as of March 31, 2006 and 2005, and the consolidated results of their
operations and their cash flows for the years then ended, in conformity with accounting
principles generally accepted in Japan.

Without qualifying our opinion, we draw attention to the following.

As discussed in Note 2 to the consolidated financial statements, effective April 1, 2005,
DATHO CORPORATION and consolidated subsidiaries adopted the new accounting standard
for impairment of fixed assets.

The U.S. dollar amounts in the accompanying consolidated financial statements with respect
to the year ended March 31, 2006 are presented solely for convenience. Our audit also
included the translation of yen amounts into U.S. dollar amounts and, in our opinion, such
translation has been made on the basis described in Note 1 to the consolidated financial

statements.

XPMe AZSA 3 (0.

Tokyo, Japan
June 29, 2006

KPMG AZSA & Co., an audit corporation incorporated
undar the Japanese Cenified Public Accountants Law,
iz the Japan member firm of KPMG International,

a Swiss cooperative.



DAIHO CORPORATION
CONSOLIDATED BALANCE SHEETS

March 31, 2006 and 2005
Thousands of
U.S. dollars
Millions of yen (Note 1)
ASSETS 2006 2065 2006
Current assets:
Cash and time deposits (Notes 4 and 11) ¥ 23418 ¥ 18,532 $ 199,302
Marketable securities (Note 3) 326 1,119 2,775
Receivables:
Trade notes and accounts receivable 56,333 51,246 479,430
Short-term loans receivable 100 108 851
Allowance for doubtful accounts (291) (263) (2,477)
Costs of uncompleted confracts 45,856 51,852 361,115
Deferred tax assets (Note 9) 505 1,187 4,298
Other current assets 5,388 7.553 45,855
Total current assets 131,735 131,334 1,121,149
Property and equipment (Note 14):
Land 5,385 6,530 45,830
Buildings 7,049 7,193 59,991
Machinery and equipment 12,856 12,735 109,413
Construction in progress - 5 o
25,250 26,463 215,234
Accumulated depreciation (15,409) (15,091) (131,141
Net property and equipment 9,881 11,372 84,093
Investments and other non-current assets:
Long-term loans receivable 689 6638 5,864
Investment securities (Notes 3 and 4) 11,970 7,843 101,872
Deferred tax assets (Note 9) 5,031 6,232 42,817
Other non-current assets (Note 4) 4,592 4,852 39,081
Allowance for doubtful accounts (3,050} (2,868) (25,957)
Total Investments and other non-current assets 19,232 16,727 163,677
Total assets ¥ 160,848 ¥ 159,433 $ 1,368,919

See accompanying notes.



DATHO CORPORATION

CONSOLIDATED BALANCE SHEETS

March 31, 2006 and 2005
Thousands of
U.S. dollars
Miilions of yen (Note 1)
LIABILITIES AND SHAREHOLDERS' EQUITY 2006 2005 2006
Current habilities:
Banks loans (Note 5) ¥ 20410 ¥ 19,551 $ 173,702
Long-term debt due within one year (Note 3) 16 30 136
Trade notes and accounts payable 50,252 45,962 427 677
Advances received on uncompleted contracts 30,108 34,755 256,238
Income taxes payable (Note 9) 1,684 3,201 14,332
Deferred tax liabilities (Note 9) - 267 —
Allowance for losses on construction contracts 214 291 1,821
Accrued and other current liabilities 9,022 5,132 76,783
Total current liabilities 111,706 113,189 950,689
Long-term liabilities:
Long-term debt (Note 5) 26 - 221
Deferred tax liabilities (Note 9) 7 3 60
Consolidated adjustment accounts 3,601 4,801 30,647
Employees' severance and retirement benefits (Note 6) 9,279 9,175 78,970
Allowance for losses on construction contracts 3,287 2,954 27,974
Allowance for losses on litigation 187 - 1,591
Other long-term liabilities 3,310 3,598 28,171
Total long-term liabilities 19,697 20,531 167,634
Minority interests 347 262 2,953
Contingent labilities (Note 7)
Shareholders' equity (Note 10):
Common stock,
Authorized - 160,000,000 shares
Issued - 67,170,143 shares 5,100 5,100 43,404
Capital surplus 3,690 3,611 31,404
Retained carnings 16,918 15,685 143,983
Net unrealized gains on securities, net of fax 4,022 1,899 34,230
Treasury stock, at cost (632) (844) (5,378)
Total sharcholders' equity 29,098 25,451 247,643
Total Liabilities and shareholders’ eguity ¥ 160,848 ¥ 159,433 $ 1,368919

See accompanying notes.



DAIHO CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
Years ended March 31, 2006 and 2005

Thousands of

U.S. doliars
Mitlions of yen (Neote 1)
2006 2005 2006
Construction revenues ¥ 167,255 ¥ 166,875 § 1423447
Costs and expenses:
Cost of construction 157,051 156,479 1,336,605
Selling, general and administrative expenses 8,435 9,342 71,787
165,486 165,821 1,408,392
Operating income 1,769 1,054 15,055
Other income (expenses):
Interest and dividend income 136 130 1,157
Interest expense (321) (229) (2,732)
Amortization of consolidated adjustment accounts 1,204 1,206 10,247
Provision for doubtful accounts (250} (1,817) (2,468)
Loss on business acquisition - (894) —
Loss on construction contracts - (2,077) -
Liquidation refundment of the Employee's Pension Fund (Note 6) 128 - 1,089
Gain on collection of business acquisition receivables 332 — 2,825
Gain on dissolution of the Emploees' Pension Fund (Note 6) -— 929 -
(Gain on sale of investment securities (Note 3) 799 1,041 6,800
Gain on sale of property and equipment 601 - 5,115
Provision for losses of litigation (187) — {1,591)
Impairment loss of fixed assets (Note 14) (773} — {6,579)
Other, net 147 (22) 1,252
1,776 (1,733) 15,115
Income (loss) before income faxes and minority interests 3,545 (679) 30,170
Income taxes (Note 9):
Current 1,730 3,223 14,723
Deferred 191 (2,657) 1,626
Income (loss) before minority interests 1,624 (1,245) 13,821
Minority interests 17 7 144
Net income (loss) ¥ 1,607 ¥ (1,252) $ 13,677
.8, dollars
Amounts per share of common stock: Yen {(Note 1)
Net income (loss) ¥ 25.34 ¥ (1988 § 0.22
Cash dividends applicable to the year 6.00 6.00 0.05

See accompanying notes.



DAIHO CORPORATION
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY
Years ended March 31, 2006 and 2005

Number of Millions of yen
shares of Net unreatized
common gains (losses) on
stock Common Capital Retained securities, net of Treasury
{Thousands}) stock surplas earmnings tax, stock
BALANCE AT MARCH 31, 2004 67,170 ¥ 5,100 ¥ 3,611 ¥ 17,319 ¥ 2,211 ¥ (541}
Net loss - - - {1,252} - -
Adjustment of net unrealized gains (losses)
on securities, net of tax - - - - (312) —
Treasury stock - - e - - (303
Cash dividends paid (¥6 per share) - — - (382) — -
BALANCE AT MARCH 31, 2003 67,170 5,100 1611 15,685 1,899 (844}
Gain on sale of treasury stock - - 79 - - -
MNet income - - - 1,607 - -
Adjustraent of net unrealized gains (losses)
on securities, net of tax - - - - 2,123 e
Treasury stock - - - - - 212
Cash dividends paid (¥6.0 per share) — - - {374} — —
BALANCE AT MARCH 31, 2006 67,170 ¥ 5,100 ¥ 3,650 ¥ 16,918 ¥ 4,022 ¥ (632)
Thousands of U.S. dollars (Note 1}
Net unrealized
gains{losses) on
Common Capital Retained securities, net of Treasury
stock surplus earnings 1ax stock
BALANCE AT MARCH 31, 2005 § 43,404 $ 30,732 § 133,489 3 16,162 § (7,183}
Gain on sale of treasury stock - 672 - - -
Net income - - 13,677 - o
Adinstment of net unrealized gains (fosses)
on securities, net of tax - - - 18,068 -
Treasury stock - - - - 1,805
Cash dividends paid {$0.06 per share) - — (3,183) - —
BALANCE AT MARCH 31, 2006 S 43,404 $ 31,404 3 143,983 3 34,230 $  (5378)

See accompanying notes.



DATHO CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended March 31, 2006 and 2605
Thousands of

U.S. dollars
Millions of yen (Note 1)
2006 2005 2006

Cash flows from operafing activities:
Net income (foss) before income taxes and minority interests ¥ 3,545 ¥ 679y § 30,17
Adjustments to reconcile net income (loss) before income taxes and
minority interests to net cash provided by operating activities:

Depreciation and amortization 576 623 4,902
Impairment loss of fixed assets 773 - 6,579
Amortization of consolidated adjustment account (1,204) (1,206} (10,247
Interest and dividend income (136) (136) {1,157)
Interest expense 321 229 2,732
Increase in allowance for doubtful accounts 210 1,770 1,787
Increase (decrease) in employees' severance and retirement benefits 104 (3,036} 885
Foreign exchange gain, net 49 9) 417
Increase in allowance for losses on construction coniracts 257 411 2,187
Loss on disposal of property and equipment — 117 —
Gain on sale of property and equipment (601} - (5,115
(Gain on sale of investment securities (799) {1,041) (6,800)
Decrease in advances received on uncompleted contracts (4,647) (879) (39,549)
(Increase) decrease in receivables and other current assets (5,086) 6,755 (43,285)
Decrease in inventories 5,896 6,450 50,179
Increase (decrease) in payvables and acerued expenses 4,290 (9,252) 36,511
Decrease in other assets 2,524 2,448 21,481
Decrease in other liabilities @97} {326} (2,528)
Other, net 42 78 357
Subtotal 5,719 2,327 48,672
Interest and dividend received 136 130 1,158
Interest paid (307 (229) (2,613
Income taxes paid (3,228) {1,452) {27,472)
Net cash provided by operating activities 2,320 776 19,745
Cash flows from Investing activities:
Deposit in time deposits {58) {(in (494)
Withdrawal from time deposits 167 90 911
Proceeds from sale of property and equipment 1,471 54 12,519
Payment for purchase of property and equipment (711) (1,176} (6,051}
Proceeds from sale of marketable securities 802 - 6,825
Purchase of investment securities {860) {256) (6,809)
Proceeds from sale of investment securities 1,014 1,384 8,630
Payment for loans receivable 20) (26) {170)
Collection of loans receivable 50 50 426
Cash-out-flow through transfer of business (Note &) - (6,787} -
Other, net 3Bn (10) (264)
Net cash provided by (used in) investing activities 1,824 (6,794) 15,523
Cash flows from financing activities:
Increase {decrease) in short-term debt 259 {1,809 7,311
Proceeds from long-term debt 50 - 425
Repayment of long-term debt (38) {40 (323)
Purchasge of treasury stock (16} (303) (136}
Proceeds from sale of treasury stock 307 - 2,613
Cash dividends paid (374 (382) (3,183)
Cash dividends paid to minority interests (1) (1) {9
Net cash provided by (used in) financing activities 787 (2,535 6,698
Effect of exchange rate changes on cash and cash equivalents 4 (2) 34
Net increase (decrease) in cash and cash equivalents 4,935 (8,555 42,000
Cash and cash equivalents at beginning of year (Note 11) 18,425 26,980 156,809
Cash and cash equivalents at end of year (Note 11) ¥ 23,360 ¥ 18,425 £ 198,809

See accompanying notes.



DAIHO CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
March 31, 2006 and 2005

1. Basis of presenting consolidated financial statements

The accompanying conscoldated financial statement of DATHO CORPORATION (the “Company”) and its
consolidated subsidiaries (together, the “Companies” ) have been prepared in accordance with the provisions
set forth in the Japanese Securities and Exchange Law and its related accounting regulations, and in
conformity with accounting principles generally accepted in Japan, which are different in certain respects as
to application and disclosure requirements of International Financial Reporting Standards.

The accompanying consolidated financial statements have been restructured and translated into English
(with some expanded descriptions and the inclusion of consolidated statements of shareholders’ equity) from
the consolidated financial statements of the Company prepared in accordance with Japanese GAAP and filed
with the appropriate Local Finance Bureau of the Ministry of Finance as required by the Securities and
Exchange Law. Some supplementary information included in the statutory Japanese language consolidated
financial statements, but not required for fair presentation, is not presented in the accompanying consolidated
financial statements.

The translation of the Japanese yen amounts info U.S. dollars are included solely for the convenience of
readers outside Japan, using the prevailing exchange rate at March 31, 2006, which was ¥117.5 to U.S. $1.
The convenience translations should not be construed as representations that the Japanese yen amounts have
been, could have been, or could in the future be, converted into U.S. dollars at this or any other rate of

exchange.

2. Significant accounting policies

(1) Principles of consolidation

The consolidated financial statements include the accounts of the Company and its significant subsidiaries.
All significant inter-company transactions and accounts have been eliminated.

Investments in the other subsidiaries and affiliated companies were stated at costs since the Company’s
equity in net income or retained earnings in such companies were not material.

In the elimination of investments in subsidiaries, the assets and labilities of the subsidiaries, including the
portion attributable to minority shareholders, are evaluated using the fair value at the time the Company
acquired control of the respective subsidiaries.

The consolidated adjustment accounts which are differences between the cost of mnvestments and equity in
net assets at the date of acquisition are being amortized over five years with minor exceptions.

(2) Foreign currency translation
Receivables and payables denominated in foreign currencies are translated into Japanese yen at the year-end

rates.

(3) Revenue recognition

Construction revenues are generally recorded based on the completed-contract method. However, revenues
from construction contracts with construction period exceeding one year and total contracted construction
revenue exceeding ¥1,500 million ($12,766 thousand) are recognized on the percentage-of-completion
method.

Construction revemies recognized by the percentage-of-completion method amounted to ¥ 40,037 million
($ 340,740 thousand) and ¥ 41,726 million for the years ended March 31, 2006 and 2005, respectively.



