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Name Abridged Personal Records, Positions and Duties Shares of
No. . L - the
(Date of Birth) [Significant concurrent positions] Company
Apr. 1978 Joined Kawasaki Heavy Industries, Ltd.
Apr. 2010 Deputy General Manager, Planning Division and senior
manager, Planning Department and senior manager,
Managerial Information Systems Department, Motorcycle &
Engine Company
Jan. 2011 Deputy General Manager, Planning & Control Division and senior
. manager, Control Department, Aerospace Company
11 (Newly-appointed) Apr. 2012 General Manager, Planning & Control Division, Aerospace 43 000
Company ’
(Jalflazlu?? 2;‘?__)5) Apr. 2013 Executive Officer Shares
’ ’ General Manager, Planning & Control Division, Aerospace
Company
Apr. 2015 Managing Executive Officer
General Manager, Corporate Planning Division, in charge of
Finance & Accounting and Personnel & Labor Administration
department
(current position)
Apr. 1970 Joined KANEKA CORPORATION
(Newly-appointed) Oct. 1992 Head of Research Planning Department, General Research
Laboratories and Chief Researcher, Process Technology
Hideki Fukuda Labpratories, KANEKA CORPORATION
(Feb. 21, 1947) Mar. 1994 Resigned KANEKA CORPORATIQN _ _ . 0
12 ’ Apr. 1994 Professor at the Faculty of Engineering, Kobe University Shares
A ) Apr. 2004 Professor at Graduate School of Science and Technology ,
(Outside Director Candidate) . .
(Independent Director) Kobe_ University . .
Apr. 2009 President, Kobe University
Mar. 2015 Resigned President, Kobe University
(current position)

(Notes)1. Mr. Shigeru Murayama also serves as President (representative director) of Commercial Airplane Co., Ltd.
which engages in the following transaction with the Company as well as a bus19(n)21(s)00553(b)11(u)21(s)14(19(n)21(s



7. Mr. Yoshihiko Morita and Mr. Hideki Fukuda satisfy



Business Report
(April 1, 2014 - March 31, 2015)

1. Overview of the Company Group

(1) Business Progress and Results
(i)General Conditions

The global economy continued to grow moderately in the wake of the U.S. economic recovery.
Meanwhile, close attention must be paid to the trend of U.S. fiscal policies, the European debt issue
and the impact of a drop in oil price on the economies of resource-rich countries.

The Japanese economy, despite concern about a downside risk due to a downturn in overseas
economies, is expected to continue seeing mild growth owing to a recovery in consumer sentiment
and better earnings of import companies due to the depreciation of the yen.

Amid this operating environment, the overall orders received by KHI Group for the fiscal year
under review amounted to ¥1,712.9 billion, 17% higher than the previous fiscal year. This was
because of increases in some segments including the Plant & Infrastructure segment, the
Aerospace segment and the Ship & Offshore Structure segment. Net sales were ¥1,486.1 billion,
7% higher than the previous fiscal year due to increases in some segments including the
Aerospace segment and the Gas Turbine & Machinery segment.

In terms of profit, the Aerospace segment and most other segments reported a profit increase,
resulting in an operating income of ¥87.2 billion, 20% higher than the previous fiscal year.
Recurring profit was ¥84.2 billion, 39% higher than the previous fiscal year, and net income was
¥51.6 billion, 33% higher than the previous fiscal year.

(ii)Operating conditions by business segment

The Ship & Offshore Structure segment received orders amounting to ¥179.2 billion, which
was higher than the previous fiscal year, owing to orders for one submarine and five liquefied gas
carriers (LNG/LPG carriers).

Net sales were ¥90.3 billion, which was higher than the previous fiscal year. This was
attributable to an increase in the construction of LNG carriers, while the construction of LPG
carriers, bulk carriers and others decreased.

Operating income increased ¥4.6 billion from the previous fiscal year to ¥2.6 billion, due to
increased sales and reversal of a provision for loss on construction contracts.

The Rolling Stock segment, despite having received such orders as subway cars for new line
of Land Transport Authority Singapore, saw orders received come in at ¥131.4 billion, remaining at
the same level as in the previous year that had large-scale projects for North America and Japan.

Net sales were ¥121.5 billion, lower than the previous fiscal year, due to decreased sales for
North America.

Operating income declined ¥1.5 billion from the previous fiscal year to ¥6.0 billion, due to
factors such as decreased sales and lower profit margin.

At the Aerospace segment, orders received were ¥357.0 billion, which was significantly
higher than the previous fiscal year, due to an increase in orders from Japan’s Ministry of Defense
and The Boeing Company for component parts for the Boeing 787 aircraft.
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(i) Main capital investments completed and/or acquired during the consolidated fiscal year under
review

Aircraft production facilities (Aerospace segment)
Facilities for energy-related verification tests (company-wide)
Production facilities for motorcycles (Motorcycle & Engine segment)
Production facilities for jet engines (Gas Turbine & Machinery segment)

(i)Main capital investments under construction as at the end of the consolidated fiscal year under
review

Aircraft production facilities (Aerospace segment)

Production facilities for ships (Ship & Offshore Structure segment)

Welfare facilities (company-wide)

Production facilities for jet engines (Gas Turbine & Machinery segment)
Financing

Funds of ¥42.4 billion from long-term debt, ¥20.0 billion from domestic unsecured straight
bonds and short-term borrowings and other funds from various sources were raised in the current
consolidated fiscal year. The funds were allocated to such items as long-term loan repayments,
capital investments and working capital.

Assignment of businesses, absorption-type splits and incorporation-type corporate
splits
Not applicable.

Transfer of business from other companies
Not applicable.

Succession of rights and obligations pertaining to the business of another juridical
person, etc., due to absorption-type merger or absorption-type company split
Not applicable.

Acquisition or disposal of another company’s stocks or other holdings, or share options,
etc.
Not applicable.

Issues to be addressed
(i) Improvement of enterprise value

The KHI Group makes efforts to increase ROIC (return on invested capital) by Business Unit (BU).
For BUs in which ROIC falls below the hurdle rate (cost of invested capital), we clearly determine the
time period in which they will be able to attain the hurdle rate and then implement an action plan. For
BUs in which ROIC has already reached the hurdle rate, we encourage them to aim for an ROIC
comparable with that of industry leaders or work on increasing economic added value. In this
manner, we strive to improve the enterprise value of KHI Group as a whole.

(ii) Emphasis on cash flow management

The KHI Group will secure an appropriate volume of free cash flow, acquire funds for paying
dividends and decrease interest-bearing liabilities, while steadily making investments and
developments toward future growth so as to acquire a greater capacity to make investments. For
FY2015, we have outlined the
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(structure of business scale, profitability, growth prospects) from the standpoint of diversification
of risk (example: private demand and public demand, developed countries and emerging countries,
built-to-order products and mass-produced products) in order to strengthen risk management by
making the most of our strengths in comprehensive management.

(iv) Enhancement of corporate governance system and emphasis on engagement

While the Japanese government has successively formulated such documents as "Japan's
Stewardship Code," "Final Report (Ito Review) on the Competitiveness and Incentives for
Sustainable Growth: Building Favorable Relationships between Companies and Investors Project,"
and "Corporate Governance Code," we have sought to implement various reforms between
companies and capital markets. At KHI Group, we will also establi
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operations, and promote the development of new models of jet engines for commercial
aircraft and respond to needs for mass-
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6. System to ensure that Directors’ execution of duties complies with laws and the
Articles of Incorporation and other systems to ensure proper execution of business

A resolution was made with respect to the Company’s internal control systems, pursuant to the
Companies Act, at the Board of Directors Meeting of May 24, 2006 regarding confirmation of the basic
policies and status of established internal control systems, and henceforth whenever there are
organizational changes or changes to internal regulations, resolutions are made again at Board of
Directors Meetings. The overview thereof is as follows. In addition, KHI conducts year-end assessment
of the operation status of resolved internal control systems to ensure proper operation and provides
reports to the Board of Directors.
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4) According to the Compliance Repor
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(4) Systems to ensure efficient execution of Directors’ duties
1) Based on KHI Group'’s role and objectives as articulated in the Kawasaki Group Mission
Statement, we share final goals for the future by setting forth a long-term vision for

each business division in the Medium-Term Business Plan.
2) To attain the goals set forth in the Kawasaki Group Mission Statement and the

long-term vision (“Kawasaki Business Vision 2020”
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5) According to the Company-wide CSR Committee Regulations, we deliberate strategies and
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Consolidated Balance Sheet
(As of March 31, 2015)

(Unit: million yen)
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Consolidated Statement of Income

(April 1, 2014 - March 31, 2015)

(Unit: million yen)

Description Amount

Net sales 1,486,123
Cost of sales 1,216,680

Gross profit 269,443
Selling, general and administrative expenses 182,184

Operating income 87,259
Non-operating income 13,253

Interest income 796

Dividend income 395

Gain on sales of securities 1,138

Equity in income of non-consolidated subsidiaries and

affiliates
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Non-consolidated Balance Sheet
(As of March 31, 2015)

(Unit: million yen)

Description Amount Description Amount

(Assets) (Liabilities)

Current assets 794,591 Current liabilities 679,292
Cash on hand and in banks 29,220 Notes payable-trade 18,829
Notes receivable-trade 5,435 Electronically recorded obligations 71,629
Accounts receivable-trade 320,986 Accounts payable-trade 194,776
Raw materials and supplies 77,380 Short-term debt 90,502
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Non-consolidated Statement of Income

(April 1, 2014 - March 31, 2015)

(Unit: million yen)

Description

Amount

Net sales
Cost of sales

Gross profit

-28—

1,098,013

955,221






statement of changes in net assets, and non-consolidated notes) and their annexed specifications,
as well as consolidated financial statements (consolidated balance sheet, consolidated statement of
income, consolidated statement of changes in net assets, and consolidated notes) related to the
relevant fiscal year.

2. Results of Audit

(1) Results of Audit of Business Report and Other Relevant Documents

(i) In our opinion, the business report and the supplementary schedules are in accordance with
the related laws and regulations and Articles of Incorporation, and fairly represent the
Company’s condition.

(i) We have found no evidence of wrongful action or material violation of related laws and
regulations, nor of any violation with respect to the Articles of Incorporation, related to
performance of duties by the Directors.

(iii) In our opinion, the contents of the resolutions of the Board of Directors related to the internal

controls system are fair and reasonable. In addition, we have found no matters on which to
remark regarding the information contained in this Business Report and the performance of
duties by the Directors related to such internal controls system.
In addition, with respect to internal controls over financial reporting, at the time of preparation
of this audit report, we received report from the directors and other relevant personnel that
states that the said controls were effective, and also received report from KPMG AZSA LLC that
states that no material weakness in the said controls.

2)
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