





Operating Income Rises Substantially

The Japanese economy continued to recover during the interim
period under review, mainly supported by increases in private
capital investment stemming from improved corporate earnings.
However, the overall operating environment for Kawasaki Heavy



the value of the Kawasaki brand and substantially improve the
competitiveness of our products. In the Rolling Stock business,
we are strengthening our operating systems, principally overseas,
to respond to strong demand, especially in China and North
America. In addition, in the Gas Turbines & Machinery segment
we are expanding our industrial gas turbine business operations
and making capital investments for the development and pro-
duction of the Rolls Royce TRENT 1000 jet engine, which has
been selected for the Boeing 787 aircraft.

On the other hand, in our Shipbuilding and Plant & Infrastructure
Engineering segments, where operating conditions have become
tough because of increased international competition and cut-
backs in government public works investment in Japan, we are
carrying out structural reforms and are working to improve their
earnings performance. In these two segments, we have set up
two fully owned subsidiaries—namely, Kawasaki Shipbuilding
Corporation and Kawasaki Plant Systems, Ltd., which are
working to create a stronger earnings base with greater
independence and flexibility in management.

In the steel structures business within the Plant & Infrastructure
Engineering segment, we have been adopting various restructur-
ing measures, including consolidation of factories, but the market
outlook for steel bridges, one of the main products in this busi-
ness, has become uncertain as a consequence of our alleged
violation of Japan’s Antimonopoly Act in bidding for certain pro-
jects. Accordingly, while we intend to keep our advanced tech-
nology for steel bridges, we are moving forward with measures
to restructure this business to enable it to continue without
depending on sales of steel bridges.

For all our activities, we have set a management policy of
“Quality Followed by Quantity.” We are working to differentiate
our products and services on the bases of technology and brand
power and to reform our business model to expand the scope of
our services to cover the full life cycle of our products.

Strengthening Compliance Systems

To promote compliance with all relevant laws and regulations,
we have reviewed and upgraded our internal rules and regula-
tions regarding corporate ethics and are implementing measures
to improve the awareness of the importance of compliance
among all personnel. The KHI Corporate Ethics Committee,
























(a) Information by industry segment
Millions of yen

2005
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(b) Information by geographic area

Millions of yen

2005
External Intersegment Total Operating Operating
sales sales sales expenses income (loss)
JAPAN .. ¥445,137 ¥ 99,957 ¥545,094 ¥534,427 ¥10,667
NOITN AMETICA ...ttt 97,241 6,997 104,238 104,000 238
EUIOPE e s 36,638 1,888 38,526 37,833 693
AASIBL. e 11,307 8,708 20,015 19,286 729
OFNET AIEAS ...ttt ettt 3,256 54 3,310 3,479 (169)
TOTAL. e 593,579 117,604 711,183 699,025 12,158
ElMINATIONS ... — (117,604) (117,604) (118,023) 419
Consolidated total...........cccorveiiiieieieee s ¥593579 ¥ — ¥593,579 ¥581,002 ¥12,577
Millions of yen
2004
External Intersegment Total Operating Operating
sales sales sales expenses income (loss)
JAPAN ..t ¥401,293 ¥ 83,699 ¥484,992 ¥481,348 ¥3,644
NOTN AMETICA ...t 81,000 7,556 88,556 89,620 (1,064)
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Thousands of

Millions of yen U.S. dollars
2005 2004 2005
Net sales:
1 411 o1 10T [o [ To I OO TP PR PPPPRPUPRPRUPPPTNN ¥ 53,736 ¥ 44471 $ 474,658
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Kawasaki Corporate Data
(As of September 30, 2005)

Kawasaki Heavy Industries, Ltd.
Kobe Head Office:

Kobe Crystal Tower,

1-3, Higashikawasaki-cho 1-chome,
Chuo-ku, Kobe, Hyogo 650-8680, Japan
Tokyo Head Office:

World Trade Center Bldg.,

4-1, Hamamatsu-cho 2-chome,
Minato-ku, Tokyo 105-6116, Japan

EgundediddéBeers: :
iroiperatReyd898:
Paid-in Capital: ¥81,427,090,720

Number of Shares Issued: 1,443,394,172
Kobe7,imbun,

ransf¥81AgCene:

Minato-ku, Tokyo 10585746, Japan

rhicad Offg.,

Chuo-k, Oas 541-0041746, Japan

Kobe Crystal Tower,
1-3, Higashikawasaki-cho 1-chome,

Chuo-ku, Kobe, Hyogo 650-8680, Japan
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