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Mission Statement

Over forty years of continually challenging the potential of the construction equipment rental business.
Always striving to achieve the highest level of service.

Kanamoto's growth has been synonymous with the development of Japan's construction equipment rental business. Whether
the concern is products, quality assurance, supply channels, or a state-of-the-art business model developed to meet changing
times, helping customers rationalize their operations has always been our foremost goal.

With support from customer firms nationwide, Kanamoto will further expand the possibilities for construction equipment
rental solutions in the years ahead.

For purposes of this report, the Balance Sheets and Statements of Income were created using financial data prepared according to Japan’s
Securities Report guidelines.
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Symbol character "Kanamoto Kid"

"Kanamoto Kid" made his debut as a character aimed at children in 1996, when Kanamoto created its website. Recently he's
been roaming beyond the confines of the Company's homepage, and has appeared in designs for Kanamoto's advertisements
and novelty goods. Beginning this summer, he'll be prominent in the stickers Kanamoto places on its rental equipment as well.
Dressed in the same overalls as Kanamoto's equipment maintenance and repair staff, Kanamoto Kid is a symbol of the high
quality Kanamoto provides in all of its products and services. As with its logo mark, Kanamoto is planning broad exposure of
Kanamoto Kid in the future as a brand character.
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Forward-Looking Statements

Statements included as part of the Kanamoto Co., Ltd. plans and strategies described in this report, other than statements of actual past facts, are
descriptions of the Company’s outlook concerning future operating results and are assumptions based on information currently available.

These descriptions of the future outlook contain known risks and unidentified risks, as well as other uncertainty factors, and the actual
management performance and operating results of Kanamoto Co., Ltd. may vary substantially from the descriptions provided herein.
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Financial Highlights (Consolidated) 000 / Millions of Yen Thousands of
U.S. dollars

April 30, 2005 October 31, 2005 April 30, 2006  April 30, 2006
ooo Rental revenues and sales of goods ¥ 33,126 ¥ 63,975 ¥ 34,520 $ 301,750
oooo Operating income 1,291 1,404 2,873 25,115
ooooo Net income 463 352 1,048 9,165
oooo Total shareholders’ equity 33,090 33,465 35,262 308,240
ooo Total assets 85,510 81,977 87,003 760,522

0 /Yen 00 7 U.S. dollars

April 30, 2005 October 31, 2005 April 30, 2006  April 30, 2006
1wooooooono  Netincome per share of common stock ¥ 15.53 ¥ 11.57 ¥35.12 $ 0.31
1000000 Cash dividends per share of common stock 9.00 18.00 9.00 -

00000000000000D02006040300000000000000000100011440000000000000
Note: U.S. dollar amounts have been translated from yen, for convenience only, at the rate of ¥114.40 =US $1, the approximate exchange rate on

April 30, 2006.
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Kanamoto begins renting asbestos removal equipment

As a low-cost material boasting excellent insulating and fireproofing characteristics, asbestos was utilized fora n
broad range of applications in buildings, factories and other structures throughout Japan. In recent years,
however, asbestos has been identified as a cause of various illnesses, including lung cancer and mesothelioma,

an asbestos-related cancer, and Japan's government has enacted restrictive measures governing asbestos use .
and placed stringent curbs on its disposal under the Waste Management Law.

To support these measures, Kanamoto has begun renting super-fine asbestos dust collection equipment
equipped with efficient ULPA (Ultra Low Penetration Air) filters that prevent dispersion of asbestos dust.
Moreover, with the addition to its product lineup of a "real-time monitor" capable of immediately measuring

asbestos concentration in the air at removal sites, a task only research laboratories could perform until recently,
Kanamoto's rental program has received numerous inquiries nationwide in conjunction with firms' creation of
thorough maintenance organizations.
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Kanamoto exhibits at "Conet2006"

Kanamoto hosted a company exhibit at "CONET2006," Japan's biggest exhibition for construction equipment
and technology, which was held at Makuhari Messe in Chiba Prefecture in July 2006.

The theme of this year's CONET was "environment, disaster prevention and safety."” Kanamoto's exhibit
displayed a variety of equipment, including asbestos removal equipment Kanamoto played a large role in
developing, the "Bridge Dragon," a new highly efficient bridge inspection vehicle, and biogas power generating
systems, as well as environmentally friendly hybrid floodlight equipment and small electric vehicles, along with
detailed explanations of the equipment and Kanamoto's products and services. From equipment users to visitors
from the general public, Kanamoto's exhibit received a favorable reception from every individual who stopped by
the exhibit.

In addition to CONET, Kanamoto also hosted exhibits of its products and services at the "Nikkei IR Fair" sponsored by Nihon Keizai Shimbun Inc.,
and at the "JAIl Asset Management Forum™ for private investors sponsored by the Japan Association for Individual Investors. At both venues,
Kanamoto discussed its interim period operating results and the Company's stance towards issues such as future developments.

Kanamoto plans to continue actively conducting company PR activities in the future, including business-related events and IR events.
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Ground improvement works engineering firm Flowtechno Corporation becomes a Kanamoto subsidiary
Flowtechno Corporation, an engineering firm specializing in ground improvement works, became a Kanamoto
subsidiary in March 2006.

Technologies possessed by Flowtechno Corporation, including deep underground construction works at depths
exceeding 40m (130ft) for urban renewal infrastructure construction and new methods for bridge maintenance

i
and repair works, are in sectors where demand is expected to grow in the Tokyo metropolitan area in the future. - ";l 2
Strengthening its technological capabilities in this sector will have major advantages for Kanamoto, which has é :
sought to position construction equipment rentals for ground improvement works as a company strong point, T 1

and will enable Kanamoto to achieve even greater dominance in its marketing and rental activities. Flowtechno
Corporation can be expected to contribute to Kanamoto's future development, including expansion of the Company's market share in the Tokyo
metropolitan area.

Kanamoto Semiannual Report 2006 9



November 1, 2005 - April 30, 2006

IIIIIIIIIIIIIIIIIIIHIIIﬂ

Report of Operating Results
and Financial Position for the
six month ended April 30, 2006

Report of Operating Results and Financial Position
for the six months ended April 30, 2006

Consolidated Financial Position

Non-consolidated Financial Position

Preparation of Financial Stafements and Depriciation
and Amortization Expense

1. For purposes of this report, the Balance Sheets and
Statements of Income were created using financial data
prepared according to Japan’s Securities Report
Guidelines.

Kanamoto's financial statements are audited by Shin
Nihon & Co. and Kanamoto's Audit Committee. English-
language versions of the Company's financial
statements, which include changes to the reporting
categories, are reports prepared internally by Kanamoto
and are not audited by the Company's auditors or its
Audit Committee.

2. Kanamoto uses a variety of techniques when
introducing rental assets. In addition to purchasing
assets by installments, the Company also uses finance
leases (including operating leases) , which are an off-
balance sheet item (details are provided in the notes to
the accounting statements).

Kanamoto has adopted the declining balance method
for depreciation and amortization expense. As shown
below, this results in a situation where paper gains are
easily produced if assets can be used over long periods
of time because the depreciation and amortization
expense is large for the first year, then grows smaller in
later years. The difference in depreciation according to
the declining balance method and the straight-line
method is shown in the diagram.

Comparison of straight-line method and
declining balance method

— Straight-line method

Scrap value
(%) — Declining balance method

100

80

N\
n D\
RN
NN

1 2 3 4 5 6 7 Life

Under Japan’s current accounting system, large
variances between actual asset values and book values
can occur in asset value assessments. One reason is the
fact durable lives are stipulated by the Tax Code. For
assets handled by Kanamoto in particular,
implementing planned rental asset introductions
suitable to the size of its business and keeping balance
sheet depreciation and amortization expense uniform
are extremely difficult because the durable lives
established by law are different for each equipment
model.

Accordingly, to achieve results more closely
approximating the market-value accounting concept,
Kanamoto also introduces assets by utilizing both
operating leases and finance leases in an effort to
equalize depreciation and amortization expense.
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Operating results

Summary of consolidated fiscal year interim period operating
results

During the consolidated fiscal year interim period under review,
Japan's economy continued to experience a growth phase. Led by
major financial institutions, operating results recovered not only in
export-related industries such as manufacturing and marine
transportation, which benefited from strong external demand for
products such as steel and machinery, but also in businesses catering
to domestic demand, including real estate, advertising and
information services. Nevertheless, this positive trend was centered
on the Tokyo metropolitan area, and in most other areas severe
economic conditions were unchanged. The gap in personal
consumption broadened as well, as polarization in all aspects of the
economy continued unabated. These circumstances applied for the
Kanamoto group's main customers in the construction industry as
well. Private sector demand remained robust in the Tokyo
metropolitan area, but in other regions, construction and capital
investment by both the public and private sectors continued to
decline, and the harsh business environment persisted. A summary
of operating results for each of the Kanamoto group's businesses,
and business development issues deserving special mention, are
described below.

Business related to the Construction Equipment Rental
Division

Despite the severe business environment, operating results for
Kanomoto's construction-related businesses rose significantly for the
consolidated fiscal year interim period under review. Revenues
increased 4.7% year-on-year to ¥31,241 million, and operating
income rose 133.0% to ¥2,742 million.

For Kanamoto's Construction Equipment Rental Division on a stand-
alone basis, rental revenues increased 5.8% year-on-year to ¥21,440
million, revenues from sales rose 9.1% year-on-year to ¥6,045
million and total revenues increased 6.5% from the same period of
the previous consolidated fiscal year to ¥27,485 million.

< Kanamoto Co., Ltd. on an non-consolidated basis >

Looking at the Company's construction equipment rental revenues
by region, total construction investment in the Hokkaido Region and
the Tohoku Region has fallen substantially below the levels in the
prior year. As a result of efforts to win contracts in various markets
including private construction and the Hokkaido Shinkansen line
project, however, the Company maintained revenues in the
Hokkaido Region at the same level as in the same period of the
previous consolidated fiscal year. In the Tohoku Region, revenues
increased 12.2% year-on-year.

In the Kanto & Shinetsu Region, revenues were up 7.9% year-on-
year. In-addition to the Tokyo metropolitan area where demand is
strong, the Company benefited from Niigata Prefecture related to
disaster recovery work, and private sector capital investment in the
Kita-Kanto Region. Revenues in the Kinki-Chubu Region were 5.5%
higher than in the same period of the previous consolidated fiscal
year. In addition to the synergistic effect from making Kanki
Corporation a consolidated subsidiary company, revenue was
boosted by disaster recovery work in Kobe, Awajishima and Fukui
and a recovery in private sector demand in Osaka. As a result, the
percentage of revenues accounted for by Hokkaido and Honshu and
other regions was 31.4% and 68.6%, respectively.

< Consolidated subsidiaries >

Daiichi Kikai Co., Ltd. enjoyed strong construction equipment rentals
in both Kanoya and Tarumizu, increasing revenues 5.8% compared
to the same period of the previous consolidated fiscal year and
boosting operating income 66.7% year-on-year.



SRG Kanamoto Co., Ltd. increased rentals of temporary scaffolding
for private sector construction work and new bridge construction in
the Sapporo area. Revenues expanded 15.1% from the same period
of the previous consolidated fiscal year, and the company
substantially reduced its operating loss by 92.6%.

At Assist Co., Ltd., revenues were up 4.0% year-on-year, and
operating income rose 39.1% from the same period of the previous
consolidated fiscal year, even though revenues and earnings for the
measurement equipment rental business were smaller than the initial
objective because the company outsourced rentals of this equipment
to other Kanamoto alliance group firms.

At Kanki Corporation, revenues were 17.7% lower than in the same
period of the previous consolidated fiscal year, despite strong growth
in rental revenues accompanying its business restructuring, because
the company was unable to increase product sales. Furthermore,
operating income was greatly improved by ¥56 million, even though
the cost burden for investment in rental equipment assets was
substantially higher.

Kanatech Co., Ltd. saw its revenues decline 13.7% from the same
period of the previous consolidated fiscal year, because of the time lag
between orders and production. Nevertheless, the company greatly
reduced its operating loss by 97.6%.

Flowtechno Corporation, a company that develops, manufactures and

sells technology for ground improvement construction equipment,
was made a subsidiary company of Kanamoto on March 1.

Business related to the Steel Sales Division

The Steel Sales Division achieved strong sales of products it handles,
including new materials such as high-endurance insulated waterproof
roofing and the KT roof system. Because selling prices fell sharply as
a result of market concerns of excess steel materials inventories,
however, revenues edged down 0.1% year-on-year to ¥3,058 million,
and operating income was down 47.0% from the same period of the
previous consolidated fiscal year to ¥12 million.

Business related to the Information Products Division and
Other Businesses

Although rental demand in the Tokyo metropolitan area for personal
computers is growing at a steady pace, revenues for the Information
Products Division decreased 2.2% compared with the same period of
the previous consolidated fiscal year as rental fees also fell. On the
other hand, revenues from sales of used devices increased 45.0%
year-on-year during the same period. Revenues for the entire division
increased 2.0% year-on-year to ¥219 million, and operating income
climbed 100.6% to ¥21 million.

Fiscal Year ending October 31, 2005 Interim Consolidated Operating Results

(Millions of yen; % change from prior year)

Operating Ordinary

Income Income HEL IrEErE

Revenues

Consolidated FY interim period
Prior FY interim period

Management indicators established as objectives and medium
to long-term management strategy

Kanamoto's operations require a substantial capital investment
burden in each business period. Moreover, the structure of its
principal business requires a profit and loss outlook extending over
several years. Given these considerations, Kanamoto has always
emphasized cash flow, as well as growth in EBITDA" (earnings
before interest, taxes, depreciation and amortization) as a key
management indicator.

Under the long-term management plan (November 2003 - October
2008) Kanamoto currently is implementing, the Company has set the
numerical targets shown below. Although the Company tempered
the numerical targets for its long-range management plan by making

34,520 4.2
33,126 7.0 1,291 -18.2 1,185 -22.4 463 -57.8

2,873 1225 2,801 136.3 1,048 126.1

conservative corrections at the end of the prior business period,
Kanamoto has since revised upward the outlook for the current
business period ending in October 2006, based on its interim period
operating results.

Although the severity of the business environment surrounding
Kanamoto is expected to continue, by continuing to practice
earnings-focused management and maintaining its current basic
policy of improving and strengthening its financial position, the
Company seeks to further expand operating results and build a
"strong Kanamoto" that will be evaluated positively by the market.
To achieve these goals, Kanamoto is steadily practicing each of the
management strategies outlined below.

Fiscal Year ending  Fiscal Year ending

(Millions of yen, except net income per share) October 2006 October 2008
Revenues 66,050 68,390
Consolidated operating results Ordinary income 3,420 3,890
Net income per share (yen) 42.21 68.34
. . Revenues 59,600 61,700
Non-consolidated operating Ordinary income 3.430 3.900
results (Kanamoto Company) EBITDA 18330 18,930

EBITDA* = Operating income + Depriciation expense + Other depriciation and amotization expense + Low price rental assets, and others

EBITDA" is an indicator used only for the construction equipment rental business and excludes steel products and information products
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(1) Maintain an earnings-focused rental equipment asset portfolio
The Company is maintaining its priority on introducing assets
boasting high profit margins. In addition, the Company has already
completed replacement of its large rental assets with the latest
emissions-controlled models, and will seek to improve profit margins
by extending rental periods for such assets.

(2) Execute a bold scrap and build program

Because the share of earnings achieved in major urban areas,
particularly the Tokyo metropolitan area, will be closely linked to
further growth in the Company's operating results, Kanamoto is
limiting new branches in local areas to the minimum number
required to maintain its present position, and pursuing rapid
establishment of new branches throughout the Tokyo metropolitan
area and other key urban areas. The Company also will carefully
scrutinize the possibilities for expanding operating results and
improving the profitability of each branch, and continue to close and
integrate branches.

Outlook for the fiscal year

Japan's economy is demonstrating steady growth centered on large-
scale firms in sectors such as machinery and automobiles, which
have been stimulated by foreign demand, and boosted by the
progress major financial institutions have made in disposing of non-
performing loans. While numerical values for economic and business
trends shows signs of a recovery at manufacturers, and appear to be
one aspect of a nationwide boom that seems supported by signs of a
recovery in most industries, the construction industry is one industry
that has not benefited from the business recovery. The environment
surrounding the construction industry in local regions remains
especially difficult, because stringent local government financial
conditions remain unchanged, and this business environment is not
expected to improve significantly.

(3) Build a powerful marketing organization where customers are
always Number One

Based on a management model of thoroughly studying user needs,
Kanamoto gradually is introducing unique or specialized products
that address the requirements at each construction site. Kanamoto
also is further strengthening its relationships with local communities,
by means such as Kanamoto's comprehensive compensation system
and agreements with local governments to respond to urgent
requests following a disaster.

(4) Alliance strategy

The Kanamoto group and its alliance firms currently are active in
many regions, from Hokkaido to Okinawa. The Company will
continue to expand the sharing of products and information,
strengthen cooperation among all Kanamoto group firms and
increase the synergistic effects from this approach.

Against this backdrop, the Company expects the business
environment surrounding the Kanamoto group to be affected by
uncertain construction demand, and the severity of business
conditions to continue. Nevertheless, as already reported in its press
dated May 25, 2006, based on interim operating results the
Company has revised its projected full-year operating results.
Although actual results are unpredictable from the standpoint of both
revenues and earnings, the Company will seek to generate revenues
that will maintain this earnings trend, as it continues to achieve
positive results from the various measures based on the long-term
management plan the Company currently is executing, including
improvements in the Company's earnings capabilities and the
recovery of its sales and marketing momentum.

Fiscal year ending October 2006 Revision of projected operating results (Consolidated)

(November 1, 2005 - October 31, 2006)

Operating Ordinary
(Millions of yen) MBS Income Income NEC e
Prior projection (A) 63,210 1,910 1,680 610
Revised projection (B) 66,050 3,630 3,420 1,260
Increase (decrease) (B-A) 2,840 1,720 1,740 650
Rate of change (%) 4.5 90.1 103.6 106.6
Prior fiscal year results (fiscal year ended October 2005) 63,975 1,404 1,550 352
Fiscal year ending October 2006 Revision of projected operating results (Non-Consolidated)
(November 1, 2005 - October 31, 2006) Operating Ordinary
(Millions of yen) e Income Income et e
Prior projection (A) 56,760 1,650 1,730 700
Revised projection (B) 59,600 3,330 3,430 1,310
Increase (decrease) (B-A) 2,840 1,680 1,700 610
Rate of change (%) 5.0 101.8 98.3 87.1
Prior fiscal year results (fiscal year ended October 2005) 57,202 1,526 1,960 609
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Consolidated Financial Statements

Interim Consolidated Balance Sheets

ASSETS

Thousands of

Millions of yen Millions of yen Millions of yen USS. dollars (Note)
April 30, 2005 (Unaudited) October 31, 2005 April 30, 2006 (Unaudited) April 30, 2006 (Unaudited)

Current assets:
Cash and cash equivalents ¥ 18,831 ¥ 14,109 ¥ 21,062 $184,111
Notes and accounts receivable, trade 12,706 14,329 13,243 115,760
Inventories 515 539 641 5,607
Deferred income taxes 372 319 317 2,767
Other current assets 2,345 2,346 1,810 15,825
Less: Allowance for doubtful accounts (680) (923) (605) (5,294)
Total current assets 34,149 30,719 36,468 318,776
Property and equipment:
Rental equipment 38,797 38,229 37,169 324,905
Building and structures 16,031 15,912 15,965 139,558
Machinery and equipment 5,430 5,364 5,393 47,142
Less: Accumulated depreciation (41,862) (42,107) (41,960) (366,793)

18,396 17,398 16,567 144,812
Land 26,062 26,141 25,792 225,454
Construction in progress 96 0 24 212
Total property and equipment 44,554 43,539 42,383 370,478
Investments and other assets:
Investment securities 4,318 5,753 6,601 57,706
Deferred income taxes 750 302 - -
Other assets 2,929 2,443 2,389 20,880
Less: Allowance for doubtful accounts (1,189) (778) (837) (7,318)
Total investments and other assets 6,808 7,720 8,153 71,268
Total assets ¥ 85,511 ¥ 81,978 ¥ 87,004 $760,522

Note : U.S. dollar amounts have been translated from yen for convenience only, at the rate of ¥114.40=US$1, the approximate exchange rate on April 30, 2006.
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Consolidated Financial Statements

Interim Consolidated Balance Sheets

LIABILITIES AND SHAREHOLDERS' EQUITY

Thousands of

Millions of yen Millions of yen Millions of yen USS. dollars (Note)

April 30, 2005 (Unaudited) October 31, 2005 April 30, 2006 (Unaudited) April 30, 2006 (Unaudited)
Current liabilities:
Short-term bank loans ¥ 656 ¥ 577 ¥ 559 $ 4,884
Current portion of long-term debt 10,497 12,602 10,570 92,399
Notes and accounts payable, trade 13,040 10,838 13,441 117,495
Accrued income taxes 709 556 1,158 10,124
Accrued bonuses 533 516 567 4,954
Other current liabilities 3,938 1,049 3,788 33,110
Total current liabilities 29,373 26,138 30,083 262,966
Non-current liabilities
Long-term debt 19,186 20,269 17,545 153,368
Accrued pension and severance costs 1,341 1,526 1,592 13,917
Other liabilities 2,430 509 2,409 21,055
Total noncurrentliabilities 22,957 22,304 21,546 188,340
Minority interests 90 71 112 976
Shareholders’ equity:
Common stock 8,597 8,597 8,597 75,146
Capital surplus 9,720 9,720 9,720 84,968
Retained earnings 14,071 13,692 14,464 126,434
Unrealized holding gain on securities 887 1,643 2,673 23,365
Treasury stock (184) (187) (191) (1,673)
Total sharehdders' equity 33,091 33,465 35,263 308,240
Total liabilities and sharehdders' equity ¥ 85,511 ¥ 81,978 ¥ 87,004 $ 760,522
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Interim Consolidated Statements of Income

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Revenue
Rentals
Sales

Cost of revenue
Rentals
Sales

Gross profit
Selling, general and administrative expenses
Operating income

Otherincome (expenses) :

Interest and dividend income

Interest expenses

Impairment loss on fixed assets

Others, net
Income before income taxes and minority interests
Income taxes :

Current

Deferred

Minority interests in subsidiaries

Net income

Per share of common stock :

¥ 22,505 ¥ 42,986 ¥ 24,004 $ 209,826
10,622 20,989 10,516 91,924
33,127 63,975 34,520 301,750
16,332 31,950 16,447 143,764

8,565 16,785 8,145 71,197
24,897 48,735 24,592 214,961
8,230 15,240 9,928 86,789
6,939 13,836 7,055 61,674
1,291 1,404 2,873 25,115
30 61 10 90
(180) (353) (168) (1,470)

- - (595) (5,197)

(99) 14 59 511
1,042 1,126 2,179 19,049
634 859 1,122 9,807
(86) 97) (32) 277)
548 762 1,090 9,530
30 12 41 354

¥ 464 ¥ 352 ¥ 1,048 $9,165

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Net income
Basic
Diluted

¥ 15.53

¥11.57

¥ 35.12

$0.31

Interim Consolidated Statements of Cash Flows

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Net cash provided by operating ac tivities

Net used in investing activities

Net cash used in financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of the period
Cash and cash equivalents at end ofthe period

¥ 12,740
(79)
(5,564)
7,097
11,734
¥ 18,831

¥ 10,219
(112)
(7,833)
2,375
11,734
¥ 14,109

¥ 9,184
501
(2,732)
6,953
14,109

¥ 21,062

$80,278
4,382
(23,878)
60,782
123,329
$184,111

Note : U.S. dollar amounts have been translated from yen for convenience only, at the rate of ¥114.40=US$1, the approximate exchange rate on April 30, 2006.
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Consolidated Financial Statements

Segment Information

Millions of yen

. Information and Eliminations
n e(l::tgzt[)uucstilggss StgﬁISirr?‘I;;tsed communication related Total and corporate Consolidated
For the six months ended April 30, 2006 and other business items
Sales
Outside customers ¥ 31,242 ¥ 3,058 ¥ 220 ¥ 34,520 ¥- ¥ 34,520
Intersegment - - - - - -
Total 31,242 3,058 220 34,520 - 34,520
Operating expenses 28,499 3,046 198 31,743 (96) 31,647
Operating profit ¥ 2,743 ¥12 ¥ 22 ¥ 2,777 ¥ 96 ¥ 2873
Thousands of U.S.dollars (Note)
. Information and Eliminations
re(l:;;)tzgtrl.)uuc;ilr?gss SthISirg(lez;tsed communication related Total and corporate Consolidated
For the six months ended April 30, 2006 and other business items
Sales
Outside customers $ 273,094 $ 26,735 $1,921 $ 301,750 S $ 301,750
Intersegment - - - - - -
Total 273,094 26,735 1,921 301,750 - 301,750
Operating expenses 249,121 26,624 1,729 277,474 (839) 276,635
Operating profit $ 23,973 $111 $192 $ 24,276 $ 839 $ 25,115

Outstanding Balance of Future Lease Payments (Consolidated)

Thousands of

Millions of yen Millions of yen Millions of yen USS. dollars (Note)

For the six months ended April 30, 2006 April 30, 2005 (Unaudited) October 31, 2005 April 30, 2006 (Unaudited)  April 30, 2006 (Unaudited)
Finance Leases

Within one year ¥ 5,839 ¥ 5778 ¥ 6,218 $ 54,350

After one year 17,883 17,312 15,764 137,801

Total 23,723 23,090 21,982 192,150
Operating Leases

Within one year 1,793 1,665 1,922 16,804

After one year 4,064 3,838 4,888 42,727

Total ¥ 5,857 ¥ 5,502 ¥ 6,810 $ 59,531

16 Kanamoto Semiannual Report 2006



Non-Consolidated Financial Statements

Interim Non-Consolidated Balance Sheets

ASSETS

Thousands of

Millions of yen Millions of yen Millions of yen USS. dollars (Note)
April 30, 2005 (Unaudited) October 31, 2005 April 30, 2006 (Unaudited) April 30, 2006 (Unaudited)

Current assets :
Cash and time deposits ¥ 17,733 ¥ 13,231 ¥ 20,186 $ 176,448
Notes receivable, trade 2,318 2,584 2,339 20,450
Accounts receivable, trade 8,687 10,665 9,329 81,543
Inventories 346 254 344 3,007
Other current assets 2,764 2,932 1,811 15,831
Less : Allowance for doubtful accounts (574) (1,001) (534) (4,670)
Total current assets 31,274 28,665 33,475 292,609
Property and equipment :
Rental equipment 35,975 36,016 34,977 305,743
Buildings 11,424 11,276 11,322 98,966
Structures 3,814 3,839 3,842 33,584
Machinery and equipment 5,172 5,138 5,161 45,116
Less : Accumulated depreciation (38,769) (39,515) (39,381) (344,243)

17,616 16,754 15,921 139,166
Land 25,788 25,869 25,520 223,077
Construction in progress 96 0 24 212
Total property and equipment 43,500 42,623 41,465 362,455
Investments and other assets :
Investment and other assets 7,768 8,552 9,425 82,392
Less : Allowance for doubtful accounts and reserve for investments (886) (802) (1,006) (8,797)
Total investments and other assets 6,882 7,750 8,419 73,595
Total assets ¥ 81,656 ¥ 79,038 ¥ 83,359 $ 728,659

Note : U.S. dollar amounts have been translated from yen for convenience only, at the rate of ¥114.40=US$1, the approximate exchange rate on April 30, 2006.
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Non-Consolidated Financial Statements

Interim Non-Consolidated Balance Sheets

LIABILITIES AND SHAREHOLDERS' EQUITY

Thousands of

Millions of yen Millions of yen Millions of yen USS. dollars (Note)

April 30, 2005 (Unaudited) October 31, 2005 April 30, 2006 (Unaudited) April 30, 2006 (Unaudited)
Current liabilities :
Current portion of long-term bank loans ¥ 10,324 ¥ 10,555 ¥ 10,415 $ 91,040
Notes payable, trade 9,314 7,214 9,574 83,685
Accounts payable, trade 1,930 2,426 2,314 20,228
Notes payable, other 232 133 265 2,317
Accounts payable, other 3,249 2,389 2,496 21,818
Accrued income taxes 647 531 1,069 9,342
Accrued bonuses 466 448 489 4,278
Other current liabilities 503 387 1,042 9,104
Total current liabilities 26,665 24,083 27,664 241,812
Non-current liabilities :
Long-term bank loans 18,040 17,590 16,555 144,712
Long-term accounts payable, other 2,126 1,877 1,745 15,252
Accrued pension and severance costs 1,315 1,506 1,567 13,699
Deferred tax liabilities - = 119 1,038
Other liabilities 93 79 103 906
Total noncurrent liabilities 21,574 21,052 20,089 175,607
Shareholders' equity :
Common stock : 8,597 8,597 8,597 75,146
Capital surplus 9,720 9,720 9,720 84,968
Retained earnings 14,397 14,136 14,814 129,495
Unrealized holding gain on securities 887 1,637 2,666 23,305
Treasury stock (184) (187) (291) (1,674)
Total sharehdders' equity 33,417 33,903 35,606 311,240
Total liabilities and sharehdders' equity ¥ 81,656 ¥ 79,038 ¥ 83,359 $ 728,659

18 Kanamoto Semiannual Report 2006



Interim Non-Consolidated Statements of Income

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Revenue
Rentals
Sales

Cost of revenue
Rentals
Sales

Gross profit
Selling, general and administrative expenses
Operating income

Other income (expenses) :
Interest and dividend income
Interest expenses
Impairment loss on fixed assets
Others, net

Income before income taxes

Income taxes
Current
Deferred

Net income

Per share of common stock :

¥ 20,455
8,625
29,080

15,182
6,782
21,964
7,116
5,946
1,170

31
(159)

45
1,087

572
87)
485
¥ 602

¥ 39,607
17,596
57,203

29,976
13,814
43,790
13,413
11,887

1,526

67
(317)

(83)
1,193

834
(250)
584
¥ 609

¥ 21,632
9,132
30,764

15,268
6,963
22,231
8,533
6,037
2,496

14
(152)
(595)

189

1,952

1,033
(36)
997
¥ 955

$ 189,092
79,826
268,918

133,458
60,869
194,327
74,591
52,772
21,819

120
(1,325)
(5,197)
1,645
17,062

9,026
(312)
8,714
$8,348

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Net income
Basic
Diluted

Outstanding Balance of Future Lease Payments (Non-Consolidated)

For the six months ended April 30, 2006

¥20.16

¥20.16

¥31.99

$0.28

Millions of yen

Millions of yen

Millions of yen

Thousands of
U.S. dollars (Note)

April 30, 2005 (Unaudited)

October 31, 2005

April 30, 2006 (Unaudited)

April 30, 2006 (Unaudited)

Finance Leases
Within one year
After one year
Total

Operating Leases
Within one year
After one year
Total

¥ 5,367 ¥ 5,326 ¥ 5,658 $ 49,461
15,941 15,327 13,535 118,315
21,308 20,654 19,194 167,776

1,612 1,476 1,682 14,702
3,538 3,376 4,213 36,830
¥ 5,150 ¥ 4,853 ¥ 5,895 $ 51,532

Note : U.S. dollar amounts have been translated from yen for convenience only, at the rate of ¥114.40=US$1, the approximate exchange rate on April 30, 2006.
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At a Glance (Consolidated)
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Pl AETR=E k= -
EBITDA

EBITDAfS & =

EBITDA Ratio

EBITDA=E%F2 s MM ) 2

EBITDAfSR= (BiR#=RHERER+ B FRE—PX
FEEEEERHT) —EBITDA

EBITDA =operating income + depreciation and

amortization expense

EBITDA ratio = (Total market capitalization at end of
business period + interest-bearing
debt - market value of non-trade
assets at end of business period) +

EBITDA
(H73M / Millions of Yen) (f& / Times)
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HREER =

Shareholders’ Equity

MREB A= =

Shareholders’ Equity Ratio

HEERLE=MTER-REE

Shareholders’ Equity Ratio = Shareholders’ equity +
Total assets
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Cash Flow

PRl ¥y 2 70— fFR —
PCFR

CF=Y4 AR+ B MK 20 % — (AL + R AHS)
PCFR=#k R B8 %8+ CF=Hkfifi+1#%47/)CF
CF = Net income + Depreciation expense - (Cash
dividends + Bonuses to directors and auditors)
PCFR = Total market capitalization + CF = Stock
Price + Cash flow per share of common stock
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EBITDA Ratio

EBITDA=E%FI25+ s ME A2

EBITDAfSR= (Eik# R+ HFIFRE—PX
FFEFBER) ~EBITDA

EBITDA =operating income + depreciation and

amortization expense

EBITDA ratio = (Total market capitalization at end of
business period + interest-bearing
debt - market value of non-trade
assets at end of business period) +

EBITDA
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EBITDA+ Ratio
EBITDA+=EBITDA+% &% &R Z4)
EBITDA+f& %= (MR A5+ HF FAaE—
HIRIEE SR EMHE) - EBITDA+
EBITDA* = Operating income + Depreciation
expense + Other depreciation and
amortization expense+ Low-price rental
assets, and others
EBITDA* is an indicator used only for the
construction equipment rental business and excludes
steel products and information products
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Shareholders’ Equity Ratio = Shareholders’ equity +
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The 2004 cash dividend of ¥19 included a one-time
commemorative dividend of ¥1 to celebrate the 40th
anniversary of the Company's founding.
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(£ / year)
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Branch Network
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Strengthening sales capacity and expanding service. Development of effective branches to broaden Kanamoto's

possibilities

Based on demand for private sector capital investment, large-scale projects and disaster relief work in various regions, Kanamoto is further
expanding its network. Including the Company's 147 branches, the Kanamoto group now has a total of 229 bases covering all of Japan. In the
future, Kanamoto will continue to aggressively develop it branch network, and expand its services centered on the Tokyo metropolitan area and

other major metropolitan areas.

m LRIVERED
Construction Equipment Rental Division

P EE 51

Steel Sales Division

BRI AR S AR

Information Products Division

TIAT A%

Kanamoto Alliance Group Firms
(#) 72 &b m R IALYTIC
Assist Co., Ltd. Comsupply Co., Ltd.
(¥%) TX7—ILI—-hFEh 70-77/ (¥%)

SRG Kanamoto Co., Ltd.
(¥%) HF 797
Kanatech Co., Ltd.
BRI (1R
Daiichi Kikai Co., Ltd.

m A
Kanki Corporation

Flowtechno Corporation
(#%) AMEEIT IV —T
Kyushu Kensan Group
BTEHET (#%)

Machida Kikou Co., Ltd.
PRIz %+

Tool Rental Branch

*R— Lt 2—KFO () XV ERBEL AIEBOL > SV R EERFAL TVET

*Kanamoto is developing the small equipment and tools rental business in
cooperation with Japan's DIY leader Komeri Co., Ltd.

oo0b00o0O00obOo0obOobOoobO0OobOba2oe07oOn
Kanamoto and the group companies’ operating branches As of July 2006

0 0 O O Hokkaido 57
0 0O 0O O Tohoku 43
000 Kanto 26
0000 Chubu 15
0000 Kinki 5
0 0O O O Chugoku 0
0 O 0 O Shikoku 1
000 0 Kyushu 0
0 0O 0O O Okinawa 0

O Total 147
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Corporate Data (As of July, 2006)
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Company Name

kkcanamoto co.,ltd.

Head Office
1-19, Odori Higashi 3-chome Chuo-ku,
Sapporo, Hokkaido 060-0041 Japan

Established
October 28, 1964

Capitalization
¥8.6 billion (Paid-in capital)

Listing Exchanges
Tokyo Stock Exchange, First Section
Sapporo Stock Exchange

Stock Code
9678

Common Shares Issued and Outstanding
30,253,000

Fiscal Year-end
October 31

Revenues
¥57,202 million
(Fiscal year ended October 2005)

Number of Employees

1,190

(Excluding directors and temporary or part-
time workers)
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Principal Businesses

Rental of construction equipment

Sale of steel products

Rental of engineering workstations and
computer peripherals.

Primary Lenders

The Bank of Tokyo-Mitsubishi UFJ
The Mitsubishi UFJ Trust and Banking
Corporation

Mizuho Corporate Bank

Sumitomo Mitsui Banking Corporation
North Pacific Bank

The Norinchukin Bank

The Hokkaido Bank

Hokkaido Shinren

Daishi Bank

Shinkin Central Bank

Principal Shareholders

ORIX Corporation

The Master Trust Bank of Japan, Ltd.
Taichu Kanamoto

Saburo Kanamoto

Komatsu Ltd.

Kanamoto Capital Company

Tokio Marine & Nichido Fire Insurance Co., Ltd.
North Pacific Bank, Ltd.

The Hokkaido Bank, Ltd.

Denyo Co., Ltd.

oooo

Headquarters Buillding
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Primary Customers

Aichi Corporation

Isuzu Motors Limited

ITOCHU CONSTRUCTION MACHINERY.
ITOCHU Corporation Co., Ltd.
OBAYASHI CORPORATION

KAJIMA CORPORATION

Komatsu Ltd.

PENTA-OCEAN CONSTRUCTION CO., LTD.
SAKAI HEAVY INDUSTRIES, Ltd.
Shimizu Corporation

SHIN CATERPILLAR MITSUBISHI Ltd.
Taisei Corporation

Takenaka Corporation

TADANO Ltd.

Tsurumi Manufacturing Co., Ltd.

Denyo Co., Ltd

TOA Corporation

TODA Corporation

Nishimatsu Construction Co., Ltd.
HANWA Co., Ltd.

Hino Motors, Ltd.

HOKUETSU INDUSTRIES Co., Ltd.
MAEDA CORPORATION

MITSUI & Co., Ltd

Mitsubishi Fuso Truck and Bus Corporation

N

-{.'_

_-.rr "'. “:
(1 "3 0
mr Wy

Tokyo Operating Division

:

(Sapporo, Hokkaido)
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