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(3) Average number of shares during respective periods
Three months ended June 30, 2010: 1,667,836,934 shares
Three months ended June 30, 2009: 1,668,223,431 shares

Quarterly review status

This report is exempt from the quarterly review of accounts conducted in accord with Japan’s Financial
Instruments and Exchange Act. As of this report’s publication, the quarterly review of the quarterly
financial results had not been completed.

*Appropriate Use of Financial For
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1. Qualitative Information and Financial Statements

(1) Consolidated operating results

In the three months to June 30, 2010 (first quarter of the fiscal year ending March 31, 2011), the
Japanese economy continued to recover from the recession ensuing from Lehman’s fall, even
showing signs of self-sustaining recovery. Nonetheless, the KHI Group continued to face an
adverse operating environment, notably in the form of yen appreciation against the US dollar.

Overseas, some emerging market economies exhibited robust growth. In the US, however, the
economic outlook remained murky. The global outlook was further clouded by unresolved
concerns about sovereign default in certain European countries.

Although the Group’s businesses remained under pressure from stiff headwinds against such a
backdrop, nearly all of them reported improved performance. All business segments except
Shipbuilding and Gas Turbines & Machinery saw growth in orders received, with the Rolling
Stock and Aerospace segments winning large orders. Orders received grew on an aggregate
basis also. Overall sales also grew despite sales declines in the Shipbuilding and Rolling Stock
segments. Profits grew across all segments except Rolling Stock, largely by virtue of sales
growth combined with fixed-cost cutting.

Relative to the year-earlier quarter, the Group’s consolidated orders received increased ¥137.7
billion to ¥329.4 billion while consolidated net sales grew ¥20.6 billion to ¥277.3 billion. The
Group earned quarterly operating income of ¥11.6 billion, recurring profit of ¥11.3 billion, and
net income of ¥5.8 billion, which respectively represent improvements of ¥17.0 billion, ¥12.8
billion, and ¥7.6 billion from the year-earlier quarter’s operating, recurring, and net losses.

Segment information for the fiscal first quarter is summarized below.

Segment Information

Effective from the first quarter of the current fiscal year, the Group adopted the Accounting
Standards Board of Japan’s



Segment net sales, operating income, and orders received (billions of yen)

Quarter ended June | Quarter ended June Orders received
2010 2009 Quarter Quarter
Net Operating Net Operating | ended June | ended June
Segment sales income sales income 2010 2009
Shipbuilding 28.6 3.3 39.4 (0.6) 1.6 1.8
Rolling Stock 26.6 1.7 375 1.9 1015 25.5
Aerospace 34.2 (1.8) 26.6 (1.9 36.5 114

Gas Turbines &
Machinery2t 1 T /P AMC /P AMCID 23 BDC BT/TTO0 1 0.930004 Tc -0.0146 Tw 10.98 498 587.9Quart42448 92.38(



Aerospace



growth in sales to the construction machinery industry and sales of clean manipulators for
semiconductor and FPD production processes.

Such sales growth lifted consolidated operating income to ¥3.9 billion, a ¥4.2 billion
improvement from the year-earlier quarter’s operating loss.

Other Operations

Consolidated net sales grew ¥7.1 billion year on year to ¥24.4 billion. Consolidated operating
income improved ¥400 million from the year-earlier quarter.

(2) Consolidated financial position

At June 30, 2010, consolidated assets totaled ¥1,325.5 billion, a decrease of ¥26.8 billion from
March 31, 2010. The decrease was attributable to reduction in trade receivables due to
collection of receivables. Consolidated liabilities totaled ¥1,042.6 billion at June 30, a decrease
of ¥26.7 billion from March 31, 2010. The decrease was attributable to reduction in trade
payables, partially offset by a ¥21.2 billion increase in interest-bearing debt to ¥450.1 billion,
largely as a result of bond issuance. Consolidated net assets decreased ¥100 million from March
31, 2010, to ¥282.9 billion at June 30, largely as a result of a dividend distribution offset by
quarterly net income.

(3) Consolidated earnings outlook

In light of its fiscal first-quarter operating results, marked by brisk sales growth in emerging
markets, the Company has raised its consolidated earnings forecasts for the first half of the
fiscal year ending March 31, 2011, to ¥15.0 billion on the operating income line, ¥14.0 billion
on the recurring profit line, and ¥7.0 billion on the net income line. For the full fiscal year
ending March 31, 2011, the Company has left unchanged its existing earnings forecast
(announced April 27, 2010) in light of uncertainties surrounding exchange rates, materials costs,
and economic conditions in advanced economies.

The Company’s earnings forecasts assume exchange rates of ¥90 to the US dollar and ¥115 to
the euro.






Accounting procedures specific to preparation of quarterly consolidated financial statements

The Company calculates tax expense by rationally estimating its effective tax rate after
application of deferred-tax accounting to pretax net income for the fiscal year, which
includes the first quarter under review, and multiplying quarterly pretax net income by said
estimated effective tax rate. If unable to use the estimated effective tax rate, the Company
calculates tax expense by multiplying the statutory effective tax rate by quarterly pretax net
income adjusted to reflect material differences other than temporary differences.

Income taxes are reported inclusive of income tax adjustments.

(3) Overview of changes in accounting principles, procedures, and methods of disclosure

Changes related to accounting standards

(i) Adoption of the Accounting Standard for Asset Retirement Obligations and the
Guidance on Accounting Standard for Asset Retirement Obligations

Effective the first quarter of the fiscal year ending March 31, 2011, the Company adopted
the Accounting Standard for Asset Retirement Obligations (Statement No. 18, March 31,
2008) and its associated Guidance on Accounting Standard for Asset Retirement
Obligations (Guidance No. 21, March 31, 2008).

Due to adoption of the standard and guidance, operating income and recurring profit
were each decreased by 5 million yen, and income before income taxes were decreased by
275 million yen.

(ii) Adoption of the Accounting Standard for Equity Method of Acco Tdaln@inco



3. Consolidated Financial Statements

(1) Consolidated Balance Sheets



Valuation and translation adjustments
Net unrealized gains (losses) on securities
Gains (losses) on hedging items
Foreign currency translation adjustment
Total valuation and translation adjustments
Minority interests
Total net assets
Total net assets and liabilities
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4,151 5,305
(245) (162)
(24,789) (23,803)
(20,883) (18,659)
7,160 5972
282,937 283,053
1,325,586 1,352,439




(2) Consolidated Statements of Income
Millions of yen

Three months ended  Three months ended

June 30, 2009

June 30, 2010

Net sales 256,757 277,387
Cost of sales 225,996 231,766
Gross profit 30,760 45,620
Selling, general and administrative expenses
Salaries and benefits 9,514 9,311
R&D expenses 7,596 7,329
Other 19,024 17,322
Total selling, general and administrative expenses 36,135 33,963
Operating income (loss) (5,374) 11,657
Non-operating income
Interest income 750 506
Dividend income 319 342
Equity in income of non-consolidated subsidiaries and affiliates 314 2,275
Foreign exchange gain, net 3,256 -
Other 2,071 1,298
Total non-operating income 6,711 4,423
Non-operating expenses
Interest expense 1,441 1,202
Foreign exchange loss, net - 952
Loss on valuation of securities - 1,547
Other 1,395 991
Total non-operating expenses 2,836 4,694
Recurring profit (loss) (1,499) 11,386
Extraordinary losses
Effect of the ad.opti_on of the Accounting Standard for Asset ) 270
Retirement Obligations
Provision for doubtful accounts of affiliates - 215
Total extraordinary losses - 485
Income (loss) before income taxes and minority interests (1,499) 10,901
Income taxes 28 4,579
Income before minority interests - 6,322
Minority interests in net income of consolidated subsidiaries 191 438
Net income (loss) (1,719) 5,883
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(4) Notes on the going-concern assumption

Not applicable

(5) Segment information

1) Information by industry segment

Three months ended June 30, 2009 (April 1, 2009 — June 30, 2009)

Millions of yen

Intersegment Operating
External sales Total sales .
sales income (loss)
Shipbuilding 39,403 115 39,518 (661)
Rolling Stock 40,843 158 41,001 1,610
Aerospace 26,696 376 27,072 (2,152)
Gas Turbines & Machinery 44,753 4,355 49,108 946
Plant & Infrastructure Engineering 13,199 641 13,841 (611)
Consumer Products & Machinery 60,256 578 60,834 (5,680)
Hydraulic Machinery 14,327 1,649 15,977 1,182
Other 17,277 7,630 24,907 83
Total 256,757 15,504 272,262 (5,283)
Eliminations/corporation - (15,504) (15,504) (90)
Consolidated total 256,757 - 256,757 (5,374)

Notes: 1. Method of segmentation

Business segmentation is based on the categorization used by management.

2. Major products by industry segment

Industry segment Major products
Shipbuilding Ships and vessels
Rolling Stock Rolling stock, snow plows, crushers
Aerospace Aircraft
Gas Turbines & . . .
. Jet engines, general-purpose gas turbine generators, prime movers
Machinery

Plant & Infrastructure
Engineering

Industrial equipment, boilers, environmental equipment, steel structures

Consumer Products &
Machinery

Motorcycles, personal watercraft, all-terrain vehicles (ATV), utility
vehicles, general-purpose gasoline engines, industrial robots

Hydraulic Machinery

Industrial hydraulic products

Other

Construction machinery, commercial activities, sales/order agency and
intermediary activities, administration of welfare facilities

3. Change in method of segmentation
In October 2008, the Company, Hitachi Construction Machinery Co., Ltd., and TCM Corporation
reached an agreement on forming an alliance with respect to their wheel loader businesses. The alliance
is to involve (i) joint research and development and (ii) a spin-off of the Company’s wheel loader
operation into a newly created subsidiary of the Company, and Hitachi’s investment in that subsidiary.
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In accord with the agreement, the construction machinery business was spun-off in April 2009 and
succeeded by the Company’s subsidiary, KCM Corporation. As a result, said business’s relationship with
the Rolling Stock & Construction Machinery segment was weakened, and effective the first quarter of
the fiscal year ending March 31, 2010, it was therefore shifted from the Rolling Stock & Construction
Machinery segment to the Other segment.

Due to this change, compared with what they would have been under the previous method, net sales
for the first quarter of the fiscal year ending March 31, 2010, in the Rolling Stock segment was 3,270
million yen lower (including 3,269 million yen of external sales) and in the Other segment, 3,107 million
yen higher (including 3,269 million yen of external sales). By the same comparison, operating income in
the Rolling Stock segment was 613 million yen higher and in the Other segment, 617 million yen lower.

. Change in accounting standard for construction revenue and cost

The Company previously used the percentage-of-completion method for accounting of revenues
associated mainly with construction contracts with a contract amount of three billion yen or more and a
construction period of over one year, and other construction works were accounted for with the
completed-contract method. Effective the first quarter of the fiscal year ending March 31, 2010, however,
in conjunction with adoption of the Accounting Standard for Construction Contracts (ASBJ Statement
No.15, December 27, 2007) and its accompanying Guidance on Accounting Standard for Construction
Contracts (ASBJ Guidance No.18, December 27, 2007), the percentage-of-completion method was
applied to construction contracts that were started during the first quarter ended June 30, 2009, for which
certain elements were determinable with certainty at the end of the first quarter. The percentage of
completion is estimated with the proportion-of-cost method, under which the percentage of construction
completed during the period is calculated as the ratio of the construction cost incurred during that period
relative to the total construction cost. The completed-contract method was applied to other works.

Due to this change, net sales for the first quarter of the fiscal year ending March 31, 2010, in the
Shipbuilding segment was 1,148 million yen higher; in the Gas Turbines & Machinery segment, 657
million yen higher; and in the Plant & Infrastructure Engineering segment, 3 million yen higher. Also
due to the change, operating income in the Gas Turbines & Machinery segment was 84 million yen
higher, while operating loss in the Shipbuilding segment was 10 million yen lower, and in the Plant &
Infrastructure Engineering segment, it was lower by approximately O million yen.

2) Information by geographic area
Three months ended June 30, 2009 (April 1, 2009 — June 30, 2009)

Millions of yen

Intersegment Operating
External sales Total sales | .
sales income (loss)

Japan 189,189 33,474 222,664 (7,295)
North America 35,850 5,541 41,391 (1,403)
Europe 21,333 432 21,765 1,023
Asia 8,736 12,975 21,712 1,786
Other areas 1,647 38 1,686 69
Total 256,757 52,462 309,220 (5,821)
Eliminations/corporate - (52,462) (52,462) 446
Consolidated total 256,757 - 256,757 (5,374)

Notes: 1. Classification method of geographic segment: by geographic proximity
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Segment Information



2. Sales and income (loss) by reportable segment



4. Supplementary information

(1) Orders and sales (consolidated)
Effective from the first quarter of the current fiscal year, the Group adopted Accounting
Standard for Disclosures about Segments of an Enterprise and Related Information and



Order backlog

Year ended March 31, Three months ended June | Three months ended June
2010 30, 2010 30, 2009
millionyen | %oftotal | millionyen | %oftotal | millionyen | % of total
Shipbuilding 218,134 14.4 190,840 12.3 318,550 19.4

Rolling Sto2 ref2NR35629 Tw 9009 102 687.Tw 0 Ts 100 Tz 0 Tr 10.02 0 01BDC BT/TT11 Tf7.980 ,9




