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Re: Yamaha Corporation — Information Furnished Putsuant to Rule 12g3-2(b) under
the U.S. Securities Exchange Act of 1934, as amended

Ladies and Gentlemen:

On behalf of Yamaha Corporation, a corporation incorporated under the laws of Japan
(the “Company”), we hereby furnish this letter, with exhibits hereto, to the U.S. Securities
and Exchange Commission (the “Commission”), in order to maintain the exemption from
Section 12(g) of the Securities Exchange Act, as amended (the “Exchange Act”), afforded
to foreign public issuers by Rule 12g3-2(b) theteunder.

Set forth on Schedule 1 attached hereto is a list furnished pursuant to Rule 12g3-
2(b)(1)(uz) under the Exchange Act of the information that, during the period from June
1, 2004 through and including July 1, 2004, the Company:

@ has made or 1s required to make public pursuant to the laws of
%’%%%Q Japan;
?@C’ %1\\\\ (i) has filed or is required to file with the Tokyo Stock Exchange and
\\\,‘L S which was made public by the Tokyo Stock Exchange; or
) SN
@

AR

@?\

()  has distributed or is required to distribute to its security holders.

Pursuant to Rule 12g3-2(b)(ii1) under the Exchange Act, we are enclosiné one copy of
each of the documents (together with English translations thereof) listed on Schedule 1.

This information is being furnished on behalf of the Company under paragraph (b)(ui) of
Rule 12g3-2(b), with the understanding that such information and documents will not be
deemed to be “filed” with the Commission or otherwise subject to the liabilities of Section
18 of the Exchange Act, and that neither this letter nor the furnishing of such documents
and information shall constitute an admission for any purpose that the Company is
subject to the Exchange Act.
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Please acknowledge your receipt of this letter and the enclosures transmitted herewith by
stamping the enclosed receipt copy of this letter and returning the same to our awaiting
messenger.

Very truly yours,

Carolyn M. Domen
for PAUL, HASTINGS, JANOFSKY & WALKER LLP

Enclosures

cc: Mr. Toshihisa Takagi,
Yamaha Corporation
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JAPANESE LANGUAGE DOCUMENTS PUBLISHEP, PZID‘E}baﬁ A 33
OR DISTRIBUTED FROM JUNE 2,2004 TO JULY 12004 ;.74 |

1. Notice of the 180* Ordinary General Meeting of Shareholders, June 2, 2004
(Exhibit 1) (English translation attached)

2. Notice of Resolutions Passed at the 180t Ordinary General Meeting of
Shareholders, June 25, 2004 (Exhibit 2) (English translation attached)

3. Additions, Corrections, And Changes to Numerical Data in the Consolidated
Flash Report and Supplementary Data, as well as the Non-Consolidated Flash
Report and Supplementary Data for the Fiscal Year ended March 31, 2004
(Exhibit 3) (English translation attached)

4. (Collections and Additions) Partial Corrections and Additions to Reference
Materials for the Flash Report(Consolidated Basis) for the Fiscal Year ended
March 31, 2004 (Exhibit 4) (English translation attached)

5. Special Report submitted to Kanto Local Finance Bureau (Exhibit 5)
(English translation attached)

6. Brief Explanation of Annual Report of 180t Fiscal Year ended March 31, 2004
(Exhibit 6) (English translation attached)
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(Translation Only)

YAMAHA CORPORATION
10-1 Nakazawa-cho, Hamamatsu,
Shizuoka 430-8650, Japan

June 2, 2004
Notice of the 180th Ordinary General Shareholders’ Meeting

Dear Shareholders:

We hereby inform you of the 180th Ordinary General Shareholders” Meeting, to be held at the time and place set
forth below.

If you are unable to attend the meeting, you may exercise your voting rights in writing or via the Internet. If in
writing, please review the Reference to Exercise of Voting Rights provided, indicate your vote of approval or
disapproval on the enclosed Exercise of Voting Rights form, then affix your registered seal and return the form to
us so that it will be delivered to us by Thursday, June 24, 2004. If voting via the Internet, please review the
reference documents lsted separately and exercise your voting rights after reading the section conceming the
exercise of voting rights via the Internet.

Very truly yours,
Shuji Ito ' 3
President and Representative Director ¢
o g
_____ \ 2
The 180th Ordinary General Shareholders’ Meeting s i
1. Date and time: Friday, June 25, 2004 at 10:00 a.m. ‘ e :%
2. Location: First floor of Building No. 18 el
10-1 Nakazawa-cho, Hamamatsu, J
Shizuoka, Japan ‘ : ‘ Cu

3. Agenda of the meeting

Matters to be reported:
The Balance Sheet as of March 31, 2004, the Business Report and Statement of Income

for the 180th Fiscal Year (from April 1, 2003 through March 31, 2004).

Matters to be resolved:

Proposal 1 Approval of Proposed Appropriation of Unappropriated Retained Eamnings for the 180th
Fiscal Year '

Proposal 2 Amendment to the Company’s Articles of Incorporation
The details of which are as set forth in the “Reference to Exercise of Voting Rights”

- Proposal 3 Election of Four Directors
Proposal 4 Election of One Auditor :
Proposal 5 Payment of Retirement and Allowance to Retiring Director

Note: This document has been translated from the Japanese original for reference purposes only.
In the event of any discrepancy between this translated document and the Japanese original, the ongina
shall prevail. ‘ '
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Reference to Exercise of Voting Rights

1. Total Number of Voting Rights Held by All Shareholders: 2,060,519

2. Proposals and Reference Information
Proposal 1 - Approval of Proposed Appropriation of Unappropriated Retained Earnings for the
180th Fiscal Year
The details of the proposal are as follows.

Proposal of Appropriation of Unappropriated Retained Earnings

(Unit: Yen)

Unappropriated retained earnings at the end of the fiscal year. : 27,747,524,091
Reversal of reserve for special depreciation 12,995,592
Reversal of reserve for advanced depreciation 193,000,000
Reversal of reserve for special account on replaced property 440,000,000
TOTAL 28,393,519,683
To be appropriated to:

Cash dividends (10 yen per share) 2,063,476,060
Director bonuses " 120,000,000
(including 18,000,000yen for auditors) “

Reserve for advanced depreciation 436,000,000
General reserve 22,000,000,000
Unappropriated retained earnings carried forward to the next fiscal year. ' 3,774,043,623

Note: Interim dividends aggregating 1,031,758,635 yen (5 yen per share) were paid on
December 10, 2003.

‘The Company has a basic policy of strengthening its business base, improving share capital profit
rates and paying stable dividends. Based on this policy, and considering a betterment in
business performance, for the current period we propose to increase the dividend by 5 yen for a
total of 10 yen per share (including the interim dividend already paid, the annual dividend is 15
yen per share). In addition, we propose director bonuses of 120 million yen (including 18
million yen for auditors). '
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Proposal 2 —Amendment to the Company’s Articles of Incorporation

1. Reasons for Amendment
(1) “The Commercial Code and Law for Special Exceptions to the Commercial Code with

Respect to Audits, etc., of Corporations Partial Amendment Law” (Legislation No. 132,
’2003) was enacted on September 25 in 2003. This allows companies to acquire their own
shares through a resolution made by the Board of Directors in accordance with the
provisions of the Articles of Incorporation. The Company, in order to implement a
flexible capital strategy in response to various changes in the business environment
surrounding the Company, intends to set forth a new provision necessary for acquisition of
treasury stocks through a resolution by the Board of Directors.

(2) The “Commercial Code Partial Amendment Law” (Legislation No. 128, 2001) was enacted
on April 1, 2002 and the convertible bond system was abolished in association with the
creation of a New Shares Subscription Rights system. As the 2nd unsecured convertble -
bonds issued by the Company reached maturity and were repaid on March 31, 2004, the
Company intends to delete the provision related to the calculation for any and all dividends,
etc. arising from conversion of the convertible bonds issued by the Company.

(3) In addition, the Company intends to delete the supplementary regulation related to the term
of office for auditors, and in association with the addition of a new article, it also intends to
move down Article 6 of the current Articles of Incorporation and all articles that follow.
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2. The details of the Amendments

(Amended Parts are 'Underlined)

Present Articles of Incorporation . Proposed Amendments

(new) (Acquisition of the treasury stocks through a
~ | resolution by the Board of Directors)
Article 6

The Company may acguire the treasurv
stocks through a resolution made by the
‘Board of Directors pursuant to the provision.
of Paragraph 1 (2) of Article 211.3 of the
Commercial Code:

Article 6 — Article 36 (omitted) ' Article 7 — Article 37 (as at present)
(Conversion of Convertible Bonds and (deleted)
Calculation of Dividends, etc.)

Atticle 37

With respect to the first distribution of
dividends or interim dividends on the shares
issued upon conversion of convertible bonds
issued by the Company. conversion shall be

deemed to have been made on April 1 if

request for conversion is made during the

period from April 1 to September 30, and on

October 1 if such request is made during the
period from October 1 to March 31 of the

next vear.

(Supplementary Regulations) (deleted)

Regardmg the term of office for those
auditors who are in office prior to the

conclusion of the Ordinary General
Shareholders’ Meeting for the fiscal vear
after May 1, 2002, “within four (4) vears
after their assumption of office” in Article
27 (Term of Office) shall be read as “within
three (3) vears after their assumption of
office.”
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Proposal 3 — Election of Four Directors

Five Directors, Shuji Ito, Katsuhiko Kishida, Hirokazu Kato, Yoshihiro Umeda and Tsuneo Kuroe
will complete their respective terms of office at the conclusion of this meeting. Accordingly, we
shall propose to elect four directors.

The table below lists the nominees for those positions

Name Brief personal history; ’ No. of
(Date of Birth) Representative position held at other companies company
shares held
April 1965: Entered the Company
July 1984: Director and President of Yamaha
Kemble Music
Shuji Ito June 1988: Director
1 | (November 1, 1942) July 1993 Managing Director 34,688
June 1997: Senior Managing Director and
Representative Director

April 2000: President and Representative Director
(to present)

April 1966: Entered the Company

April 1992: General Manager of Piano Division

2| e o logry | Jwe 1994 Diroctor 27,589
’ June 1998: Managing Director -
| | April 2000: Senior Managing Director (to present)
April 1966: Entered the Company
March 1996:  Manager of Electronics Development
Center
June 1998: Director
. June 2003: Managing Director (to present)
3 (Ii,llrailéﬁz; Ilgajg) February 2004  In charge of Semiconductor Division, 5,800
’ Contents Business Promotion
Division, Business Development HQ,
Media Total Strategy Promotion
Division and Sound Life Strategy
Promotion Division (to present)
April 1968: Entered the Company
April 1999: General Manager of Corporate
Planning Division ‘
4 | Tsuneo Kuroe June 2000: Director (to present) 10.700
(February 2, 1946) May 2003: In charge of Corporate Planning ’

Division, Personnel Division and

Information System Division (to
present) :

Note: Among the candidates for directors listed above, the persons who have special interests in the

Company are as follows.

1. Shyji Ito

M. Ito is concurrently President of the Yamaha Music Foundation. The Company pays the Foundation for

lecture fees involved in the conduct of music classes among other obligations, and the classes conducted by

the Company and those conducted by the Foundation share a competitive relationship.

2. Tsuneo Kuroe

Mr. Kuroe is concurrently President of the Yamaha Employees’ Pension Fund. The Company pays pension
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premiums to the Fund among other obligations.

He is concurrently President of the Yamaha Health Insurance Association. The Company pays insurance
premiums to the Association among other obligations.

He is concurrently President of the Yamaha Mutual Aid Society. The Company is obligated to contrlbute
membership fees to the Society.

Proposal 4 — Election of One Auditor

Auditor Michio Horikoshi will complete his respective terms of office at the conclusion of this
meeting. Accordingly, we shall propose to elect one auditor The Board of Auditors has already
approved the submission of this proposal.

The table below lists the nominee for that position

Name Brief personal history; No. of
(Date of Birth) Representative position held at other companies company
A shares held
April 1970: - Entered the Company
Michio Horikoshi October 1999: Manager of Planning Division AV & 5.400
(June 2, 1946) IT Business Group ’
: June 2001: Standing Auditor (to present)

Note:  The nominee for auditor has no special interests with the Company.

Proposal 5 — Payment of Retirement and Allowance to Retiring Director

Director Yoshihiro Umeda will complete his term of office upon conclusion of the 180th Ordinary
General Shareholders’ Meeting. It is proposed that in order to reward him for his dedication to
duty while in office that retirement and bonus payments be paid to him in accordance with the
Company’s Standards for Calculating Retirement Allowance for Directors. Concerning the
specific amount of payment and when and how it will be paid, it will be left up to the Board of
Directors to discuss that matter.

The table below lists the retiring Director.

Name Brief personal history
o June 1996: Director
Yoshihiro Umeda (to present)
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Concerning Procedures for Exercise of Voting Rights Via the Internet
The following items should be verified when exercising voting rights via the Internet.

1. It is only possible to exercise voting rights via the Internet by using the following Internet
address designated by the Company (http://www.web54.net). This Internet address
cannot be accessed by mobile telephones.

2. When exercising voting rights via the Internet it is necessary to use the voting rights code
and password noted on the right side of the voting rights form.  The password provided is
effective only for the 180th Ordinary General Shareholders’ Meeting. A different password
will be issued for the next Meeting,

3. Because of the need to total the voting results, shareholders voting via the Intemnet are
requested to exercise their voting rights as much as feasible prior to 5:00 p.m. on Thursday,
June 24, 2004, the day prior to convening of the 180th Ordinary General Shareholders’
Meeting.

4. When a shareholder exercises voting rights via the Internet and by written ballot, the vote
that arrives the latest will be deemed the valid vote. When both votes arrive on the same day,
the Intemet vote will be deemed the valid vote.

5. When voting rights are exercised more than once via the Intemnet, the vote that arrives the
latest will be deemed the valid vote.

6. Shareholders will bear the expenses incurred when accessing the Internet to exercise
shareholder voting rights.

* For questions related to exercising shareholder voting rights via the Intemet, please contact the

following :

Chuo Mitsui Bank and Trust Company

Securities Agent Web Support

Tel: 03-5677-2031 ‘

Service hours (except Saturday, Sunday, and holidays): 9:00 am. ~ 9:00 p.m.
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YAMAHA CORPORATION
10-1 Nakazawa-cho, Hamamatsu,
Shizuoka 430-8650, Japan

June 25, 2004
Notice of Resolutions Passed at the 180th Ordinary General Shareholders’ Meeting

Dear Shareholders:

We hereby inform you that the scheduled matters were reported and resolved as follows at the 180th Ordinary
General Shareholders’ Meeting held today.

Very truly yours,
Shuji Tto =
President and Representative Du'ector ﬁ:’;
£
<
g
‘ = O

. ad
Matters reported: The Balance Sheet as of March 31, 2004, and the Business Report and Statement of Income

for the 180th Fiscal Year (from April 1, 2003 through March 31,2004).
The contents of the above financial documents were duly reported.

Matters resolved:

Proposal 1 Approval of Proposed Appropriation of Unappropriated Retained Earnings for the 180th
Fiscal Year

The matter was approved as originally proposed. The year-end dividend shall be 10 yen
per share.

Proposal 2 Amendment to the Company’s Articles of Incorporation

The matter was approved as originally proposed. The summary of the amendment is as

follows:

(1) In accordance with the enactment of “The Commercial Code and Law for Special
Exceptions to the Commercial Code with Respect to Audits, etc., of Corporations
Partial Amendment Law” (Legislation No. 132, 2003) , a new provision necessary
for acquisition of treasury stocks through a resolution by the Board of Directors in
accordance with the provisions of the Articles of Incorporation was set forth.

(2) As the 2nd unsecured convertible bonds issued by the Company reached maturity
and were repaid on March 31, 2004, the provision related to the calculation for any
and all dividends, etc. arising from conversion of the convertible bonds issued by
the Company was deleted.

(3) In addition, the supplementary regulation related to the term of office for auditors
was deleted, and in association with the addition of a new article, Articles 6-36
were moved downward to Articles 7-37.




Proposal 3 Election of Four Directors

The matter was approved as originally proposed.
As Directors, four nominees — Shuji Ito, Katsuhiko Kishida, Hirokazu Kato and Tuneo
Kuroe — were reappointed and accepted the appointment.

Proposal 5 Election of One Auditor

The matter was approved as originally proposed.
As Auditors, one nominee — Michio Horikoshi was reappointed and accepted the
appointment. :

Proposal 6 Payment of Retirement Allowance to Retiring Director

The matter was approved as originally proposed. .

The retirement allowance in accordance with the Standards for Calculating Retirement
Allowance for Directors will be paid to a retiring Director, Yoshihiro Umeda. The
specific amount of payment, and when and how it will be paid are to be determined by
the Board of Directors.

ke s sk o e s e s e o e s o sk ek ok e ok ok o ke ke ke e s ol s ke e s e o s oe o e e s o s e s s s s sk ok sk ok kst ik ook sk sk o o e o ok e ke e s e sk ke s o se stk s s s s e o s s e e

At a Board of Directors meeting held immediately after the conclusion of the shareholders’ meeting, the
Directors with titles were elected and duly appointed. In addition, a mutual election of auditors was conducted for
the election and appointment of standing auditors. As a result, the officers and standing auditors of the Company

are as follows.

Chairman and Representative Director:  Katsuhiko Kishida

President and Representative Director:  Shuji Ito

Managing Director: Kunihiro Maejima
Managing Director: Hirokazu Kato
Standing Auditor: Naomoto Ota
Standing Auditor: ’ Michio Horikoshi

*’F*****************************************************************************************

~ (Information)

In accordance with the enclosed “Notice of Postal Transfer Payment,” the dividend for the 180th fiscal year (10
yen per share) will be paid out during the spéciﬁed handling period at your néarest iaost office. If you have already
specified an account to which the dividend should be directly transferred, please refer to the enclosed “Dividend

Calculation Sheet” and “Reference to the Beneficiary Account for Dividend Transfer.”
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June 9, 2004

Company Name: YAMAHA CORPORATION
President and
'Representative Director: Shuji ito
Code Number: 7951 (First Section of Tokyo stock exchange)

Additions, Corrections, and Changes to Numerical Data in the Consolidated Flash
Report and Supplementary Data, as well as the Non-Consolidated Flash Report and
Supplementary Data for the Fiscal Year Ended March 31, 2004

This announcement provides additions and corrections to the written disclosure materials released on
May 7, 2004.

1. Additions
1 Supplementary Data for the Consolidated Flash Report for the Fiscal Year Ended March 31, 2004
(1) Accounting for Retirement Allowances (Added portions are underlined.)
1 Overview of Retirement Benefits

The Company and its domestic consolidated subsidiaries have defined benefit plans such as welfare
pepsion plans (the Company and three domestic consolidated subsidiaries), tax-qualified pension plans
(the Company and 10 domestic consolidated subsidiaries), and lump-sum payment plans. In certain
cases, additional benefits may be paid to retirees who are not eligible for retirement allowance payment
obligations célculated mathematically based on retirement benefit accounting principles. Certain
consolidated subsidiaries have either defined benefit plans or defined contribution plans.

The Company and certain domestic consolidated subsidiaries have received approval from the minister of

Health, Labour and Welfare for exemption from the obligation of future benefit payments regarding the

substitutional portion of the Employees’ Pension Fund on November 1, 2003,




2 Matters Related to Projected Benefit Obligations

{Millions of yen)

FY2004 FY2003
(Year ended March (Year endgd March

31, 2004) 31, 2603)
1. Retirement benefit obligation (210,069) {194,003)
2. Plan assets at fair value 112,980 91,778
3. Unfunded benefit obligation (1)+(2) (97,078) (102,225)
4. Unrecognized net loss of transition difference — —
5. Unrecognized actuarial gain or loss | 49,554 47,055
6. Unrecognized past service cost (increase or (2,487) 1,181
decrease in liability) |
7. Net retirement benefit obligation (3)+(4)+(5)+(6) (50,012) (53,998)
8. Prepaid benefit cost — —
9. Accrued retirement benefits (7)-(8) {50,012) (53,998)

Notes:

(1) These figures are recorded incorporating the subrogated portion of the Employees’ Pension Fund.

{2) With regard to the return of certain Employees’ Pension Fund assets to the government, as of the last

day of the consolidated fiscal accounting year under review, the projected amount to be returned

(minimum liability reserve) was ¥23,512 million and this sum of money (minimum liability reserve) was

assumed to have heen paid on the last day of the consolidated fiscal accounting year under review, and

a projected income of ¥18,343 million is incurred from applying paragraph 44-2 of the Accounting

Committee Report No.13 “Practical Guidelines of Accounting for Retirement Benefits {Interim Report),”

issued by The Japanese Institute of Certified Public Accountants.

Furthermore, because of the revisions to the retirement benefit system as described above, a prior

service cost (decrease in liability) was incurred.




(2) Production Results
(Millions of Yen)

Business Segment FY2004
(Year ended March 31, 2004)

Sales Change from

previous fiscal year

Musical Instruments 179,432 103.1%

AVAT - 65,863 95.9%

Lifestyle-Related 41,418 94.1%

Electronic Equipment and Metal Products 80,299 128.3%

Others 23,620 117.4%

.| Total 390,635 105.8%
Notes:

(1) Sales values are taken from the average sales price and the values after internal transfers between segments.

(2) The above sales values do not include consumption taxes, etc.

2. Corrections (corrected portions are underlined.)
1 Consolidated Flash Report and Supplementary Data for the Fiscal Year Ended March 31, 2004
(1) Page1 of Consolidated Flash Report- “Net income per share after full dilution”
(Before correction)
FY2004 (Year ended March 31, 2004) ¥205.20
(Corrected version)
FY2004 (Year ended March 31, 2004) ¥196.01




(2) Page 24 of Consolidated Flash Report- “Amounts per Share”

{Before correction)

FY2004
(Year ended March 31, 2004)

Net income per share after adjustment for latent stock ¥205.20
Basis for net income per share after adjustment for latent stock:

FY2004

(Year ended March 31, 2004)
Net income adjustment value {millions of yen) ¥(1,118) million
Portion of interest on corporate bonds (after excluding value
corresponding to tax) — million
Portion of interest on investments accounted for by equity method {1.118) million
Increase in number of outstanding shares (thousand shares) — thousand
Portion due to conversion of convertible bonds (thousand shares) — thousand
Latent stock not included in calculations for the net income per
share after adjustment for latent stock because of a lack of any
dilution effect —
{Corrected version)
FY2004
(Year ended March 31, 2004)

Net income per share after adjustment for latent stock ¥196.01
Basis for net income per share after adjustment for latent stock:

FY2004

{Year ended March 31, 2004)

Net income adjustment value (millions of yen) ¥(846) million
Portion of interest on corporate bonds (after excluding value
corresponding to tax) 273 million
Portion of interest on investments accounted for by equity method (1,120) million

Increase in number of odtstanding shares (thousand shares)

11,052 thousand

Portion due to conversion of convertible bonds (thousand shares)

11,052 thousand

e ———————————

Latent stock not included in calculations for the net income per
share after adjustment for latent stock because of a lack of any

dilution effect




2 Non-Consolidated Flash Report and Supplementary Data for the Fiscal Year Ended March 31,
2004

(1) Page 1 of Non-Consolidated Flash Report- “Net income per share after adjustment for latent
stock”

(Before correction)

FY2004 (Year ended March 31, 2004) ¥—

; (Corrected version)

FY2004 (Year ended March 31, 2004)_¥118.36
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Company Name: YAMAHA CORPORATION
President and

Representative Director: Shuji Ito

Code Number: 7951 (First Section of Tokyo stock exchange)

(Corrections and Additions) Partial Corrections and Additions to
Reference Materials for the Flash Report (Consolidated Basis) for the
Fiscal Year Ended March 31, 2004

Please see below partial corrections and additions to the materials originally released on May 7, 2004.
1. Corrections

Page 4 (5) Corporate Governance Situation
(Before Correction)

YAMAHA employs an auditing officer system and places the statutory institutions of the Board of
Directors and the Board of Auditors hierarchically below the General Meeting of Shareholders. The
Company has also established management committee and executive officer committee systems.

The Company has nine directors (of whom one is the representative director and one is an
outside director), four members on its Board of Auditors (of whom two are outside auditors), and 10
executive officers (of whom one is a senior executive officer). The Company’s outside director, Toru
Hasegawa, is the president and representative director of YAMAHA MOTOR CO., LTD., which is
affiliated with the Company. :

YAMAHA instituted its executive officer committee system in February 2001 with the goals
of strengthening Group management capabilities and expediting management decision making by
the Board of Directors as well as strengthening business execution capabilities. To ensure that
directors and executive officers are able to perform their duties with maximum effectiveness,
measures have been taken to clarify the respective roles of directors and executive officers, so that
the execution of divisional 'operations remains, in principle, the responsibility of executive officers. In
addition, the Company has created the position of senior executive officer for officers who will be
responsible for the execution of relatively important divisional business affairs.

YAMAHA has established the Auditor Office to serve as support for the audnors and an
Audit Office acts as the auditing department handling Group operations.

YAMAHA has established a corporate officer personnel affairs committee and has stipulated
that nominees for the positions of director, auditor, or executive officer be selected based on consultation
with this committee, thereby increasing the transparency and faimess of the nomination process. This
committee is also considering a personnel development program for future corporate officer candidates
as well as moves related to the corporate officer remuneration system. In addition, the Company has
established a compliance committee that works to ensure rigorous compliance with relevant laws
and regulations throughout the Yamaha Group.



(Corrected Version) |
1 Roles of Governance Units and the Improvement of the Internal Control System

YAMAHA employs an auditing officer system and places the statutory institutions of the Board of
Directors and the Board of Auditors hierarchically below the General Meeting of Shareholders. The
Company has also established management committee and executive officer committee systems.

The Company has nine directors (of whom one is the representative director and one is an
outside director), four members on its Board of Auditors (of whom two are .outside auditors), and 10
executive officers (of whom one is a senior executive officer) as of March 31, 2004. The Company’s
outside director, Toru Hasegawa, is the president and representative director of YAMAHA MOTOR
CO., LTD., which is affiliated with the Company.

YAMAHA instituted its executive officer committee system in February 2001 with the goals
of strengthening Group management capabilities and expediting management decision making by
the Board of Directors as well as strengthening business execution capabilities.

To ensure that directors and executive officers are able to perform their duties with
maximum effectiveness, measures have been taken to clarify the respective roles of directors and
executive officers, so that the execution of divisional operations remains, in principle, the
responsibility of executive officers. In addition, the Company has created the position of senior
executive officer for officers who will be responsible for the execution of relatively important
divisional business affairs.

YAMAHA has established the Auditor Offlce to serve as support for the auditors and an
Audit Office acts as the auditing department handling Group operations.

YAMAHA has established a corporate officer personnel affairs committee and has
stipulated that nominees for the positions of director, auditor, or executive officer be selected based
on consultation with this committee, thereby increasing the transparency and fairness of the
nomination process. This committee is also considering a personnel development program for future
corporate officer candidates as well as moves related to the corporate officer remuneration system.
In addition, the Company has established a compliance committee that works to ensure rigorous
compliance with relevant laws and regulations throughout the Yamaha Group.

2 Remuneration of Corporate Officers and Auditing Firm

(1) The amounts of ordinary remuneration, bonuses, and retirement bonuses paid to
directors and board of auditor members for the fiscal year under review are as follows:

(Millions of
, Yen)
Directors Board of Auditor Member Total
Number of Amount paid Number of Amount paid Number of Amount paid
recipients recipients recipients
Remuneration based on the
articles of incorporation ¢t N ("2) 285 (1) 6 58 1) 17 353
and/or resolutions of the
General Meeting of
Shareholders
Dlrector.s' Ponus&s from profit 3 9 68 3 4 12 “3 13 80
appropriation
Retirement bonuses based
on General Meeting of 2 140 2 8 4 148
Shareholders’ resolutions
Total : 503 78 582




Notes:

1. At the end of the year, the Company had nine directors and a board of auditors consisting of four members,
for a total of 13 corporate officers. Numbers of recipients of above remuneration and bonuses may differ from
the figures presented due to retirements (two directors and two board of auditors members).

2. During the year, no payments of employee-portion remuneration (including bonuses) were made to directors
concurrently occupying other posts within the Company.
-3. Directors and board of auditor members as of the fiscal year-end. The remuneration of outside directors
amounted to ¥2 million,

(2) The amount of remuneration paid to the Company's auditing firm was as follows:

(Millions of Yen)

Remuneration associated with audit certification based on audit contract 49
Other remuneration 3
Total ° 52

2. Additions

1 Business Risks and Other Risks .

The Yamaha Group's business performance and financial position situations as well as other
issues that could potentially exert a large influence on investors’ decisions include the following.
(Forward-looking statements represent the Group's view as of March 31, 2004.)

(1) Business Structure , : N
The Group's operations include those in the musical instruments, AV/T, lifestyle-
related products, electronic equipment and metal products, recreation, and other fields. '

The electronic equipment and metal products segment currently accounts for
more than half the Group's operating income, but profitability fluctuations are large in the
mainstay field of LS| sound chips for mobile phones. In the future, if the intensification of
competition is accompanied by a progressive use of software-based mobile phone sound
sources or should other events occur that result in a structural changes in this field, it is possible
that demand for LS| sound chips for mobile telephones might greatly decrease. Accordingly,
there is no guarantee that the electronic equipment segment will generate a stable and high
level of profit in the future.

Yamaha's “YSD50” medium-term management plan calls for improving
profitability, principally in the musical instrumenis segment, and thereby creating a profit
structure that enables the group to maintain stable and high levels of profitability even if
performance in the electronic equipment and metal products segment deteriorates. However, if
profitability in the musical instruments segment and other segments does not improve in line
with the plan, it is possible that the Company's performance and financial position might be
negatively impacted.

In the recreation segment, the Company has recorded a persistent operating
loss and it is seeking to improve profitability in this segment by reevaluating each recreation
facility in accordance with its strategy of selecting strategic business fields and concentrating its
resources in those fields. Recreation facility investment decisions exert a large influence on
subsequent recreation segment performance as do weather conditions during peak seasons
and holidays. Segment sales are also affected by such marketing factors as the policies of travel
agencies and airlines (numbers of flights, etc.). Because of these situations, if profitability does
not improve in line with the Company's plan, it is possible that the Company's performance and
financial position might be negatively impacted.

(2) Price Competition :

The Yamaha Group faces intense competition in every field in which it is
developing its operations. In musical instruments, for example, the Group is a comprehensive
manufacturer marketing high-quality, high-performance products with a broad range of prices,
and competing companies exist in each product field. In each high-priced product category, the
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Group competes with manufacturers of famous brands. In recent years, particularly in low-
priced product segments, the Group has faced intensifying price competition from mass-
market/high-volume manufacturers based in China and elsewhere.

In the AV/IT segment, the Group is focusing on the AV equipment business of
home theater products, and it has captured a large market share in this field. In recent years,
however, the Group has faced price competition from new competitors as well as from products
manufactured in China. Depending on future trends regarding industrial restructuring,
distribution reforms, and new technology development, price competition may become still
more intense and pervasive, and it is conceivable that this might have an impact on the Group's
strong position in the home theater field.

It is possible that the Company's performance and financial posmon might be
negatively impacted by such competition.

(3) New Product Deveiopment

The Yamaha Group's resources are concentrated in businesses associated with sound
_and music, and it boasts a solid position as the world's largest musical instrument maker.
Yamaha is also developing business centered on such AV products as home theater products in
the AV/IT segment and on such semiconductor products as sound chips in the electronlc
equipment and metal products segment.

Differentiating core sound- and music-related technologies is a crucial requirement for
the Group's development and growth. If the Group were to fail to maintain sustained technology
development programs, the added value and price competitiveness of its musical instrument
products would drop, and it would face such problems as those associated with an inability to
stimulate new demand for such products. Not maintaining sustained technology development
programs would make it possible that AT/IT and electronic equipment and metal products
operations might become difficult to continue. Even if the Group is successful in technology
development, there is no guarantee that it will be successful in commercializing the new
technologies or in obtaining market support for related new producits.

If these negative potentials were {o be realized, future growth and profitability in the
relevant segments would be decreased and it is possible that the Group's performance and
financial position might be negatively impacted.

(4) Dependence on Business Partners’ Purchasing of Materials and Components from

Yamaha Group Companies

The Yamaha Group manufactures and markets system kitchens and other lifestyle-
related products, semiconductors, metal materials, automobile interior wood components,
magnesium components, and other materials and components. In all these fields, the Group's
performance is affected by the performance of companies to which the Group supplies its
materials and components. In addition, if such a business partner loses its confidence in the
Group's capabilities regarding quality, delivery schedules, or other collaboration criteria, it is
possible that there might be a negative effect on subsequent orders from that company.
Moreover, in the case of quality-related and other defects, it is possible that a business partner
would demand compensation from the Group.

In such situations, it is possible that the Group's performance and financial position
would be negatively impacted. :

(5) Business Development Involving International or Overseas Activities

The Group has manufacturing and marketing bases throughout the world and is
expanding its global operations. Of its 89 consolidated subsidiaries, 45 are overseas. Of the
overseas subsidiaries, 16 are manufacturing companies, and the factories of these companies
are concentrated primarily in China, Indonesia, and Malaysia. In addition, overseas sales
account for 40.5% of consolidated net sales. '

Business development in overseas markets has the potential for causing exposure to
the types of risk listed below. If such risk factors were to actually manifest, there is a possibility
of such problems as damages stemming from the concentration of manufacturing facm'ues and
an associated inability to maintain stable product supplies.

a. Political and economic disorder, terrorism, and war
b. Emergence of disadvantageous political policies, establishment of disadvantageous

4



regulations, disadvantageous changes to regulations

c. Unexpected changes to laws or regulations

d. Difficulties in personnel recruitment

e. Difficulties in component procurement or difficulties in maintaining technologlcal

standards

The above factors.have the potential for negatively affecting the Group's performance and
financial position.

(6) Personnel Hiring and Training

Because the average age of the Company's employees is high and the workforce
therefore includes a considerable number of relatively older employees, in the future there will
be a period of time in which a large number of current employees will reach mandatory
retirement age. The Company will then face important issues regarding how to respond to
changes in its workforce siructure and the need o impiement measures to ensure that the skilis
of craftspeople in musical instrument operations and other manufacturing operations are
passed on to new employees and that employees with the requisite skills can be hired and
trained. : .
~ If the Group were not able to respond to such changes in its workforce structure, there
is a possibility that its operations and future growth would be impeded and that there would be a
negative effect on the Group's performance and financial position.

(7) Protecting and Using Intellectual Property Rights

The Group has such intellectual property as patents on its unique technologies as well
as know-how obtained in the course of its operations. In certain regions, however, some of this
intellectual property cannot be completely protected due to legal restrictions or can only be
protected to a limited extent. There is thus a- possibility that the Group will not be able to
effectively prevent third parties from exploiting the Group's intellectual property. And, thus, there
is a possibility that similar or copied products manufactured by such third parties may be
circulated in markets and so obstruct the marketing of the Group's own products. Moreover,
there is a possibility that third parties might claim that the Group's products infringe on third
parties' intellectual property rights, thereby delaying or preventing the marketing of Group
products associated with those intellectual property rights.

The Group has obtained from third parties licenses for the intellectual property rights of
a number of items related to key product components. If the associated royalty payments were
to rise and thereby boost manufacturing costs, it might have an influence on the products' price
competitiveness, and, if the licenses were to become unobtainable, there is a possibility that the
relevant products could no longer be manufactured.

(8) Defective Products and Services
The quality of the Group's products is managed based on quality control standards

established by the Company. However, this does not guarantee that no product made by the
Group will be defective. The Group has obtained insurance covering product liability
compensation related to the products it manufactures, but there is no guarantee that the
coverage will provide adequate compensation for the value of product-related liabilities. If
product liability incidents occur, the price of product liability insurance can be expected to
increase. Moreover, product recalls, exchanges and repairs, design changes, and other similar
occurrences could be expected to greatly increase costs as well as to damage the Group's
reputation in society at large in a manner that would decrease the Group's sales, and this might
have a negative effect on the Group's performance and financial position.
, In addition, although the Group gives appropriate attention to safety and sanitation

factors related to the retail outlets, music schools, and recreation facilities that it operates, in the
uniikely event of a safety or sanitation problem, the Group might have to temporarily suspend
the operation of the relevant facilities and the Group's reputation in society at large might be
damaged in a manner that would decrease the Group's sales, and this might have a negative
effect on the Group's performance and financial position.

(9) Public Laws and Regulations
The Group has business bases throughout the world that are subject to the diverse
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laws and regulations of the various countries in which they are situated, such as laws related to
intemational investment, restrictions on intemational trade for national security reasons,
commercial activity regulations, antimonopoly regulations, consumer protection regulations, tax
systems, and environmental protection regulations. The Group does its utmost to ensure its
rigorous compliance with these regulations but in the unlikely event of noncompliance, it is
possible that the Group's corporate activities might be restricted and that the Group's costs
would increase.

Accordingly, it is possible that such laws and regulations might have a negatsve effect
on the Group's performance and financial position.

(10) Envlronmental Protection Regulatlons

Environmental protection regulations related to business activities are generally
becoming stricter, and the autonomous implementation of corporate environmental protection
programs is becoming required by society as a part of companies' corporaie sociai
responsibility. The Group is striving fo take the measures needed to ensure that it exceeds
environmental protection standards with regard to products, crating and packaging materials,
energy conservation, industrial waste processing, and other issues, but it is impossible to
completely guarantee the prevention or amelioration of excessive emissions of restricted
substances or other violations of environmental protection standards owing to accidents or other
unexpected events. Moreover, if soil at the site of a former factory or other relevant property
were to be contaminated with restricted substances, the Group might when seeking to sell that
property face considerable soil remediation expenses or be unable to sell the relevant property.
If the presence of restricted substances or related air or water pollution asscociated with land
already sold fo third parties were to be discovered in the future, the Group might have fo pay for
countermeasures.

Accordingly, it is possible that the occurrence of such situations might have a negative
effect on the Group's performance and financial position.

(11) Currency Exchange Rate Fluctuations

The Group engages in manufacturing, marketing, and other corporate operations
throughout the world, and each Group company is affected by the impact of currency exchange
rate fluctuations on foreign currency-denominated transactions. To minimize the impact of short-
term currency exchange rate fluctuations on foreign currency-denominated transactions, the
Group engages in transactions aimed at hedging currency risks. However, currency exchange
rate fluctuations might make it impossible to implement business plans as originally drafted, and
it is possible that such situations might have a negative effect on the Group's performance and
financial position.

(12) Impact of Earthquakes and other Natural Disasters

It is possible that the occurrence of an earthquake or other natural disaster would
cause damage to one or more of the Group's manufacturing bases or other facilities. While the
Group has moved most of its factories to overseas locations, the parent company's head office,
domestic factories, and principal domestic subsidiaries are concentrated in Shizuoka Prefecture.
In the case of the occurrence of a major earthquake centered on the Tokai region, there is a
possibility of damage to facilities as well as the interruption or delay of operations, the need for
considerable expenditure on facilities restoration, and other situations that could have a negative
effect on the Group's performance and financial position.

(13) Issues Related to Changes in Financial Position Etc.

a Valuation of Investment Securities
The Group holds stock in the financial institutions with which it does business and
various other companies as well as other securities in the category of available-for-
sales securities at market value (at the end of the fiscal year under review, these
securities had a book value of ¥29.5 billion, compared with acquisition cost of ¥11.9
bilion.) Because the value of available-for-sales securities at market value is
recalculated based on market prices as of the balance-sheet date, the book value may
fluctuate in line with stock prices as of the balance-sheet date. Moreover, if the market
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price falls considerably below the acquisition cost then the securities will be impaired.
Such situations could have a negative effect on the Group's performance and financial
position.

b Latent Losses on Land Assets
The Group has incurred a latent loss on its land assets. For land revalued based on the
Land Revaluation Law, the difference at the balance-sheet date between the market
value and the post-revaluation book value was a loss of ¥13.8 biilion. If this land were
to be sold or otherwise disposed of, the associated latent loss would be realized, and
this could have a negative effect on the Group's performance and financial position.

¢ Impairment of Fixed Assets
The Group may apply impairment accounting, primarily with respect to tangible fixed
assets in the recreation segment. If impairment accounting is used, it could have a
negative effect on the Group's performance and financial position.

d Retirement Payment Liability and Expense
The Group's employee retirement-related liabilities and expenses are calculated based
on factors that include the characteristics of the retirement benefit systems used,
discount rate, and expected retumn on plan assets. Retirement benefit systems are
sometimes changed, and liability and expense projections differ from fiscal year to
fiscal year. Consequently, if retirement-related liabilities and expenses increase, it
could have a negative effect on the Group's performance and financial position.

e Gains and Losses on Investments Accounted for by the Equity Method

Of the Group's ¥51.0 billion in recurring profit for the fiscal year under review, equity in
eamings of unconsolidated subsidiaries and affiliates accounted for ¥10.4 billion. The
Group uses the equity method to account for the eamings of two companies: Yamaha
Motor Co., Lid., and Korg Inc. If the performance of these companies were to
deteriorate, it could have a negative effect on the Group's performance and financial
position.

In addition, as Yamaha Motor is changing its fi scal year-end, its fiscal year ending
December 2004 will be a 9-month-long transitional fiscal year.

f Income Taxes
Because it has recorded deferred losses for income tax purposes, the Company has
since the fiscal year ended March 1999 paid only the inhabitants’ tax portion of income
taxes at the average rate and has not paid the corporate income tax or enterprise tax
portion of income taxes. Because the deferred losses for income tax purposes are
expected o be eliminated during the current fiscal year, the Company expects to pay
corporate income tax, inhabitants’ tax (corporate rate), and enterprise tax.

3. Analysis of Financial Position and Performance

Text referring to future-related issues represents the Group's view as of March 31, 2004.

1 Important Accounting Policies and Estimates '

The Group's consolidated financial statements are prepared based on what are generally
accepted accounting standards in Japan. Based on the premise that managers must make
judgments on the selection of accounting methods and apply those methods, the preparation of the
consolidated financial statements requires estimates that affect the balances of assets and liabilities
and the value of profit and expenses during the fiscal period. Estimates are made by managers
using rational methods that take past performance and other factors into consideration, but estimates
have a characteristic element of uncertainty and will sometimes differ from the actual results.

Among the important accounting policies employed by the Group, the following are greatly



affected by management’s estimates.

{1) Estimated Value of Allowance for Doubtful Accounts

The estimate is made based on consideration of the percentage of general credit
assets that become problematic historically as well as consideration of the recoverability of
specific problem assets.

(2) Estimated Value of Inventories

The value of inventories is estimated based on consideration of unit values according to
the last-in, first-out (LIFO) method as well as the use of current market prices to estlmate the
value of a representative portion of inventories. :

(3) Estimated Impairment of Other Marketable Securities with Market Value

For security issues being considered for impairment accounting due to marked falls in
their value, the determination of accounting treatment involves estimating the likelihood of a
recovery in the security issues' values. '

(4) Estimate of Deferred Tax Assets
The likelihood of recovering deferred tax assets is calculated based on a
rational projection of future taxable income.

(5) Estimate of Provision for Product Warranties
The cost of repairing products after their sale is calculated for individual types of
products based on the prior ratio of defects to unit sales volume or to net sales.

(6) Estimate of Accrued Employees’ Retirement Benefits

The amount of accrued employees’ retirement benefits is estimated based on the value
of pension liabilities (used to calculate Accrued Employees' Retirement Benefits) and on the
projected value of pension fund assets.

2 Business Results Analysis

(1) Net Sales by Business Segment

Net sales grew 2.8% from the previous year, to ¥539,506 million, a second
consecutive year of increase. The rise reflected strong semlconductor performance owing to
growth in sales of LS| sound chips for mobile phones.

Sales in the musical instruments segment edged up 0.3%, or ¥783 million, to ¥293,430
million, despite a ¥1.8 billion decline that reflected changes in currency exchange rates. On a
real basis, excluding the effects of changes in exchange rates, segment sales would have risen
0.8%, or M2 6 billion.

Sales of pianos grew in European markets but decreased in Japan and North America.
Sales of digital musical instruments were strong overall, and those of professional audio
equipment grew in the U.S. market. Sales of “Custom Model” wind instruments grew
significantly, and sales of string instruments also rose. Revenue from Yamaha’s mobile phone
ringing melody distribution services declined owing to market saturation in Japan and
intensifying competition. In music school operations, Yamaha expanded its revenue from
schools for adult students, but the shrinking population of children in Japan continued to depress
enroliment numbers and, in tum, overall revenue from music schools.

In the AV/IT segment, sales of home theater products and medium-to-top-level
amplifier-receivers grew, and sales of enterprise-use routers were strong. Owing to the
Company’s withdrawal at the end of March 2003 from the PC-use CD-R/RW drive business,
however, segment sales dropped 6.5%, or ¥5,413 million, to ¥78,257 million.

In the lifestyle-related products segment, sales of system bathroom products were
strong, reflecting customers’ high evaluations of newly launched products, but those of system
kitchen products were weak due to intensified competmon Segment sales declined 2.8%, or
¥1,266 million, to ¥44,765 million.

In the electronic equipment and metal products segment, the Company launched new
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64-note polyphony LSI sound chips for mobile phones, and sales in Korea and China continued
to grow considerably owing to strong demand. As a result, segment sales surged 27.0%, or
¥16,338 million to ¥76,892 million. The Company withdrew from business in invar materials
used for PC shadow masks, discontinuing related manufacturing operations in July 2003.

In the recreation segment, the closure of “Sunza Villa™” at the end of June 2003 and a
decline in the number of skiers at our “Kiroro™” resort due to lack of snow drove down sales
3.8%, or ¥803 million, to ¥20,100 million.

In the others segment, domestic sales of golf products grew smoothly, supported by
the launch of new products, but overseas sales dropped. Sales of automobile wood interior
components, FA products, and metallic molds increased. Thus segment sales surged 24.4%,
or ¥5,105 million, to ¥26,061 million.

(2) Sales by Geographical Area

" Domestic sales totaled ¥320,809 miliion, up 2.8%, or 8,680 miilion. The operating
environment for musical instruments, lifestyle-related products, recreation, and other consumer-
oriented products and services continued to be severe, but this was offset by a large rise in
sales of semiconductors,

The Company’s overseas sales in North America decreased 3.4%, or 3,057 million, to
¥86,671 million, reflecting the reduced value in yen terms of regional sales owing to the
depreciation of the dollar against the yen. However, the dollar-denominated value of sales was
up. ' ,

In Europe, sales increased 8.1%, or 6,288 million, to ¥83,473 miilion, as demand for
musical instruments and AV products was generally robust and the euro appreciated against the
yen. ‘
In Asia, Oceania and other areas, sales grew 6.2%, or 2,831 million, to ¥48,552 million.
This reflected higher musical instrument sales in such markets as Korea and the Middle East,
which compensated for a weaker than expected performance in China owing to the effects of
SARS.

(3) Costs, Expenses, and Eamings

The cost of sales for the period under review decreased 0.1%, or ¥383 million from the
previous fiscal year. Thus, gross profit rose 8.2%, or ¥15,237 million, to ¥201,693 million, and
the gross profit ratio increased 1.9 percentage points, from 35.5% to 37.4%. Among the
principal reasons for this improvement were a ¥5.0 billion net gain on foreign exchange
principally from the appreciation of the euro against the yen as well as a rise in sales in the
semiconductor sector, which has a relatively low cost of sales ratio.

Selling, general, and administrative (SG&A) expenses were ¥156, 637 million, up 1.4%,
or ¥2,224 million from the previous fiscal year owing to a rise in personnel expenses, including
retirement payments, as well as an increase in shipping costs, advertising and promotional
expenses. The ratio of SG&A expenses to net sales decreased 0.4 percentage point, from
29.4% to0 29.0%. :

As a result, operating income grew 40.6%, or ¥13,013 million, to ¥45,056 million. This
was the second consecutive year the Company attained new record-high operating income
levels. .

" In the musical instruments segment, operating income rose 7.0%, or ¥688 million, to
¥10,480 million. This reflected such positive factors as a foreign exchange gain owing to the
aforementioned appreciation of the euro as well as a rise in net sales. Partially offsetting those
factors were inventory and manufacturing volume reductions associated with the introduction of
SCM systems as well as increased spending on advertising, including television commercials,
aimed at promoting greater future growth in the domestic market.

In the AV/IT segment, benefits from the discontinuation of CD-R/RW drive business,
foreign exchange gain, lower manufacturing unit costs, and other factors pushed up operating
income 35.9%, or ¥1,168 million, to ¥4,418 million.

In the lifestyle-related products segment, operating income surged ¥217.1 % or
¥1,001 million to ¥1,462 million despite a decrease in sales. This reflected a reduction of
manufacturing unit costs associated with lower materials procurement costs and the
restructuring of manufacturing lines as well as benefits stemming from an operational tie-up
with Air Water Emoto Inc.



In the electronic equipment and metal products segment, operating income rose
55.7%, or 10,736 million, to ¥30,018 million. This resulted from a large increase in
semiconductor sales as well as the discontinuation of unprofitable operations in invar materials.

In the recreation segment, continued efforts to boost operational efficiency were
insufficient to compensate for the effect of lower net sales, and an operating loss of ¥1,110
million was recorded, approximately the same level as in the previous year.

In the others segment, an operating loss of ¥211 million was recorded, a drop of ¥576
million. This mainly resulted from a decrease in the profitability of FA and metallic molds
operations owing to such factors as a rise in manufacturing unit costs. Despite an increase in
sales of automobile interior wood components, pressures from automobile manufacturers to
reduce prices kept profitability approximately unchanged, and the profitability of golf-related
operations was also roughly unchanged.

(4) Nonoperating income and Expenses

The balance of nonoperating income and expenses was net income of ¥5,979, an
increase of 232.9%, or ¥4,183 miillion, from the previous year, in which the balance of
nonoperating income and expenses was net income of ¥1,796 million. Equity in earnings of
unconsolidated subsidiaries and affiliates rose 37.3%, or ¥2,839 million, from ¥7,608 million to
¥10,447 million.

(5) Other Profit and Loss

The balance of other profit and loss was a net loss of ¥3,579 million, a ¥7,647 million
improvement from the previous year, in which a net loss of ¥11,226 million was recorded. This
reflected a large drop in loss on revaluation of investment securities, primarily related to bank
stocks, and a drop in structural reform expenses. It also reflected such other losses as those
associated with a temporary expense on the shift to a comprehensive remuneration system and
the payment of fines to the European Commission.

(6) NetIncome

As a result, income before income taxes and minority interests increased 109.9%, or
¥24 844 million, from ¥22,612 million to ¥47,456 million. Consequently, net income for the fiscal
year under review rose 142.6%, or ¥25,594 million, from ¥17,947 million in the previous year,
to ¥43,541 million. This was the second consecutive year the Company attained record net
income levels. ’

(7) Currency Exchange Rate Changes and Risk Hedging

The effect of currency exchange rate fluctuations on consolidated net sales results
primarily from the conversion into yen of the financial statements of overseas consolidated
subsidiaries. The net sales of overseas subsidiaries are converted based on the average level
of exchange rates during the year. The average level of the yen-U.S. dollar rate during fiscal
2004 was ¥113=3%1, down ¥9 from fiscal 2003 and effectively reducing net sales during fiscal
2004 by ¥6.9 billion. In contrast, the average level of the yen-euro rate during fiscal 2004 was
¥133=1 euro, up ¥12 from fiscal 2003, and this had the effect of increasing net sales during
fiscal 2004 by ¥5.4 billion. The overall effect of average exchange rate changes, including those
related to such currencies as the Australian dollar and other currencies, was. to reduce fiscal
2004 net sales by ¥1.2 billion.

The effect of currency exchange rate fluctuations on consolidated profitability results
primarily from the parent company’s import and export transactions. The average level of the
yen-dollar settlement rate during fiscal 2004 was ¥114=3$1, down ¥8 from fiscal 2003, and as a
result operating income during fiscal 2004 was reduced by ¥0.6 billion. The average level of the
yen-euro settlement rate during fiscal 2004 was ¥129=1 euro, up ¥12 from fiscal 2003, and this
had the effect of increasing operating income during fiscal 2004 by ¥5.1 billion. The overall
effect of settlement exchange rate changes, including those related to other currencies, was to
augment fiscal 2004 operating income by ¥5.0 billion. ,

The Company hedges its U.S. dollar-related currency fluctuation risks by offsetting risk
associated with dollar receipts from exports with risk associated with dollar payments for
imported products. It hedges the value of risks associated with the euro, Australian dollar, and
Canadian dollar by projecting relevant export revenues and purchasing forward exchange
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contracts three months in advance.

(8) R&D

R&D expenses amounted to ¥22,503 million in fiscal 2004, up ¥62 million from the
previous year. The ratio of R&D expenses to net sales was 4.2%, roughly unchanged.

The bulk of R&D expenses were associated with new product development, primarily
related to digital musical instruments, AV/IT, and semiconductors. The Company is also
engaged in programs to develop new basic technologies in the fields of sound reproduction and
optical information fransmission.

Financial Condition Analysis

(1) Assets

Total assets at March 31, 2004, amounted to ¥508,731 million, down ¥3,985 million
from the previous year-end. Current assets decreased ¥19,385 miillion. Reflecting the
introduction of SCM systems and the Group's concerted measures to further reduce inventory
levels, the value of inventories decreased ¥7,998 million, to ¥72,146 million, and the bulk of this
drop was associated with musical instruments and AV/IT products. Thus, inventories were
reduced to a level close to the original target level. Moreover, the balance of cash and bank
deposits was decreased ¥12,432 million, to ¥32,053 million. Total investments and other assets
grew ¥15,326 million to ¥127,415 million, owing to such factors as a rise in stock prices and a
rise in the net assets of companies accounted for by the equity method, both of which boosted
the value of investment securities.

(2) Liabilities

The Company repaid resort membership deposits, redeemed convertible bonds at the
end of the fiscal year, and reduced its short- and long-term debt. These measures resulted in a
¥48,831 million decrease to ¥245,488 million in the balance of total liabilities.

(3) Interest-Bearing Debt

Owingto such factors as the rise in profitability and reduction of inventories, the
balance of actual interest-bearing debt,* on a real basis that accounts for cash and bank
deposits, was ¥16,818 million (¥48,872 million in borrowings and ¥32,053 million in cash and
bank deposits) at the end of fiscal 2004, a decrease of ¥29,133 million from the previous year-
end. On March 31, 2004, the Company redeemed ¥24,314 million in convertible bonds.
* The balance of actual interest-bearing debt is defined as equaling the sum of borrowings and
convertible bonds, less cash and bank deposits.

(4) Shareholders’ Equity

Reflecting such factors as the increases in business profitability and in the net
unrealized holding gain on other securities, the balance of shareholders’ equity at the end of
fiscal 2004 was ¥259,731 million, up ¥45,260 million from the previous year-end.
As a result, the shareholders’ equity ratio rose to 51.1%. ROE was 18.4%.

Fund Liquidity Analysis

(1) Cash Flows

Net cash provided by operating activities totaled ¥58,349 million, up ¥25,297 million from the
previous year, owing to such factors as a rise in profitability and a decrease in inventories.
Net cash used in investing activities, primarily for capital investments, amounted to ¥18,775
million, down ¥2,870 million from the previous year. The decrease was largely the result of a
drop in purchases of investment securities.

Net cash used in financing activities totaled ¥50,141 million, up ¥41,559 million from
the previous year. This reflected ¥24,314 million used for the redemption of convertible bonds,
¥6,049 mitlion used for the refunds of resort membership deposits, and to repay short- and long-
term debt.
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Thus, after accounting for a ¥1,599 million drop owing to the effect of exchange rate
changes, cash and cash equivalents at the end of the year decreased ¥12,167 million.

After accounting for an increase arising from the inclusion of additional subsidiaries in
consolidation, cash and cash equivalents at the end of the year were down ¥11,731 million from
the previous year-end, to ¥31,245 miilion.

(2) Capital Investment

Capital investment amounted to ¥21,160 million in fiscal 2004, up ¥4,277 million from the
previous year. Investment in the musical instruments segment grew ¥1,032 million, to ¥10,099
million, reflecting investment in molds and dies for new products as well as such investment as
that in new music schools.

Investment in the lifestyle-related products segment roughly doubled, to ¥1,678 million,
also reflecting investment in molds and dies for new products as well as investment in new
showrooms in line with the Company’s strategy for expanding business associated with building
renovation. ’ '

Investment in the electronic equipment and metal products segment grew ¥1,038
million, to ¥4,358 million, largely owing to the investment aimed at improving the aging
semiconductor manufacturing facility of Kagoshima Semiconductor Inc. Capital investment in
the AV/IT segment and the others segment totaled ¥1,827 million and ¥2,420 million,
respectively. _ '

Depreciation and amortization expense during the year amounted to ¥17,522 million,
approximately the same level as in the previous year.

12
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1. Reason for Submission

Kiroro Development Corporation, a specified subsidiary of YAMAHA Corporation, has been
absorbed thrqugh merger by YAMAHA and dissolved on July 1, 2004. Accordingly, as Kiroro
Development Corporation is no longer a specified subsidiary, YAMAHA is making this submission
based on Article 24-5-4 of the Securities Exchange Law as well as Cabinet Order 19-2-3 on‘the

disclosure of corporate operations.

2. Content of Report
(1) Specified Subsidiary Data

Name: Kiroro Development Corporation

Address: 650 Aza-Tokiwa, Akaigawa Village, Yoichi County,
Hokkaido, Japan ' '

Representative: Izumi Takada, President and Representative Director

Capital: ¥8,000 million(as of Jane 30,2004)

Business Field: Management of ski resorts, cable railways and other resort
facilities

Lease management of accommodation facilities

(2) YAMAHA’s Number and Share of Voting Rights in the Specified Subsidiary before and after

the Change
YAMAHA’s Number of Voting Rights
Before change 160,000
After change 0
YAMAHA's Share of Voting Rights
Before change 100%
After change 0%

(3) Reason for and Date of Change
Reason for change Dissolution of company due to absorption-merger

Date of Change July 1, 2004
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File No: *% — sokkok
Brief Explanation of Annual Report. :

Annual Report of 180th fiscal year for the vear ended March 31, 2004
dated June 28, 2004.

This information is Annual Report, so—called Yukashoken Hokokusho, which should be
submitted to the Prime Minister pursuant to Article 24~1 of the Stock Exchange Act
for the purpose that it enables investors toc make proper and accurate judgment on the
financial conditions and business performances.

i
The Annual Report includes accounting status of the company and other significant
subjects of business. The Annual Report also inciudes ( I ) summary of business,
affiliates and employees (II ) summary of operating results (III) plant and equipment
status, (IV) information of shares, shareholders and capital (V) information of accounting
and audit report.

The Annual Reports states the following information : As of March 31,2004, the
Company has 89 consolidated subsidiaries and 2 affiliates. For the year ended March 31,
2004, total sales of the consolidated amounted to 539,506 million yen (524,763 million
yen for the year ended March 31, 2003) and the sales of the Company amounted to ‘
345,354 million yen. In this period, total ordinary profit of the consolidated amounted to
51,036 million yen (33,839 million yen for the year ended March 31, 2003) and the
ordinary profit of the Company amounted to 28,118 million yen. Further, total net profit
of the consolidated amounted to 43,541 million yen (17,947 million yen for the year
ended March 31,2003) and net profit of the Company amounted to 25,579 million yen in
the same period. As of March 31,2004, the number of regular employees of the
consolidated is totally 18,842 (increasing total 295 employees for the year ended March
31,2004) and with regard to the Company, such number is 5,920 (decreasing 189
“employees for one year). The total shareholders’ equity was 259,731 million yen as of
March 31,2004.
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