Govern

In Keeping with the]Public Trust

Kawasaki hopes to be a corporgtion that confinues to have the trust pf society by deffeloping and feinforcing its

corporate structure to promote c@rporate govefnance, internal controlfand compliance

Reinforcement of Corpor nce

Policies of Corporate Governance

The Kawasaki Group endeavors to improve its corporate
value by establishing a good relationship with our
stakeholders, including customers, employees, stockholders,
investors, business partners and local communities to
maintain efficient and sound operation. With this as our basic
concept, we plan to establish corporate governance suitable
for our Group, and to improve it.

Structure of Corporate Governance

In Kawasaki's structure of corporate governance, the
directors are in charge of formulating management strategies
and supervising the conducting of operations, and auditors,
including two outside auditors who have no stake in
Kawasaki, conduct auditing, thereby retaining objectivity and
neutrality of management monitoring.

We also introduced the internal company system, in which
each company autonomously carries out business operations
in their own field under the management of each company
president assigned by the Board of Directors.

For business operations, executive officers appointed by the
Board of Directors are responsible for the conduct of business
operations under the executive officer system in order to
quickly respond to changes in the operating environment.

Promotion of Group Management

Basic goals and policies for conduct of operations are
determined by the Board of Directors. In response, the Group
Executive Officer Committee is held by all executive officers
to see that the basic goals and policies are carried out
thoroughly.

Important business subjects are intensively discussed by the
Management Committee, composed of representative
directors, and predetermined items are put to review by the
Board of Directors. The Management Committee, which also
serves as the advisory organ for the President, is responsible
for discussing essential management tasks and reviewing
management policies and strategies. When necessary, the
Committee invites executive officers of subsidiaries to ensure
thorough review of the problems.

Incentive salary system is introduced for the directors. On
the other hand, the directors are appointed on one-year basis
to clarify management responsibility.
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Philosophy of Corporate Ethics

Kawasaki established the basic ideas, with which all
directors and employees must comply recognizing corporate
social responsibility, as the "Kawasaki Heavy Industries
Corporate Ethics Rules." Internal control and compliance is
being pursued by every Kawasaki member.

Efforts to Promote Internal Control and
Compliance

We have the CSR Committee, headed by the President, as
the supreme organ of decision-making related to the Group’s
internal control and compliance.

The CSR Department was also set up as a special organ to
supervise the entire Group to ensure promotion of internal
control and compliance.

A Compliance Reporting and Consultation System has been
created to enable employees to report on or receive advice on
compliance violations through an outside legal office.

Each internal company and main subsidiaries* also has their
own CSR Department and Compliance Committee so that the
entire Group can effectively establish a concrete and powerful
system for internal control and compliance.

* main subsidiaries: Kawasaki Shipbuilding Corporation, Kawasaki
Precision Machinery Ltd., and Kawasaki Plant Systems, Ltd.






Social Responsibility

For Customer Satisfaction
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Materializing Customers' Needs

Kawasaki Machine Systems True to the Idea of
Market-in

Kawasaki Machine Systems, Ltd. (KMS) is a company
specializing in sales of gas turbines, robots and construction
machinery, and the provision of their related services.

KMS conducts fine-tuned and customer-centered
sales and service activities to meet varying needs of the

market, thereby winning its high confidence.

Better Contribution to Society through
Support of Industry

In the gas turbine section, KMS promotes the development
and provision of technologies designed to make effective use
of limited energy resources with the cogeneration system.

In the robot division, KMS developed automation systems
equipped with robots, which now realize the production of
quality products and overall efficient production activities. In
the construction machinery section, we provide construction
machines that fit the nature of each work site, such as for
stone crushing work, snow removal work, tunneling work and
others to maintain those various infrastructures, trying to
achieve a better society through its support of various
industries.

Solving Customers' Problems with the
Market-in Concept

The primary role of KMS is to sale Kawasaki products and
provide the related services, and we operate our business
with an idea of market-in, under which we think about how to
solve customers’ problems as our own, propose solutions,
and turn customers’ needs into products.

Take a cogeneration system, for instance. KMS proposes an
optimal energy mixture that meets each customers’ power
consumption and demands as well as their thermal demands.
Another proposal would be, in this case, cogeneration system
that can also serve as a stand-by generator in order to ensure
efficient system and minimize cost to meet customers’ needs.

In the robots division, KMS proposes efficient automation
that meets the customers’ needs.

In the construction machinery section, we proposed
development of a high-speed snow removing dozer that can
run at up to 49 km/h and start up and accelerate twice as fast
as the conventional machine, and provided the new snow
removal machine together with Kawasaki Heavy
Industries,Ltd. One of the chronic problems with conventional
snow removers is their slowness in moving; it took them a lot
of time to move between places, and that caused traffic
congestion. This problem was solved by our new machine
with the new function: speed. This is just one example of how
we listen to the voice of the front line, and practice the idea of
market-in.

For Elongated Use of Kawasaki Products

The gas turbine section and robot section have a round-the-
clock support system. The construction machinery section
operates a locally based sales and service network with major
bases located all over the country.

To help Kawasaki customers use for as long as possible,
KMS carries out a well-developed after-sale service system,
which includes the provision of periodic inspection.
Customers’ requests and demands are fed back to the
development and production sections through development
meetings and quality meeting sessions so as to encourage
the smooth improvement of performance and quality.

KMS always wants to keep in touch with customers, thinking
and feeling as if we ourselves were customers, so as to
always provide safe, practical and easy-to-use products as
well as fine-tuned service.

Service Structure of Kawasaki Machine
Systems, Ltd.

B Network H B Service System W
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For Employee Welfare

Creating an Enthusiastic Work Environment

Kawasaki strives to create a workplace in which each and every one of its employees can work enthusiastically
while they show off their individuality, and we have introduced a variety of systems for this, and strive to enrich

their content.

Supporting Employees with a Sense of Both the Value of Work and the Value of Life

System for Fostering the Next Generation

We provide our employees with various support programs
that allow them to continue to work with enthusiasm while
making a balance between work and child rearing. One such
support is revision of the pre- and post-natal leave. We
extended it for two more years, that is, until the child reaches
the age of three. We also promote an atmosphere of
understanding and cooperation
toward employees rearing children,
and provide financial assistance to
cover part of the costs of social
services, such as daycare nurseries
and babysitters. Our actions to
support child rearing and family
care were highly evaluated and
therefore rewarded by the
Prefectural Labor Bureau Director
Award by the Labor Bureau of
Hyogo Prefectural Government in

Child-bearing support available at each stage
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Increasing Opportunities to Work for Senior Citizens

Kawasaki decided to extend the retirement age in stages
starting in April 2005, and the retirement age will settle at 63
years of age in 2010. In addition, a system was put to effect in
2006 to offer a reemployment opportunity to allow for one or
two more years of work, and ultimately in 2012, our
employees will be able to utilize their skills and knowledge
until the age of 65 using two-year reemployment right after
retirement at 63.

Kawasaki was awarded the Health, Labor and Welfare
Minister Special Prize in October 2006 for our active
involvement in employee welfare, particularly the
decision to extend the retirement age ahead of other

®

companies and our efforts to create a work environment
friendly to senior citizens.

Key-Post*! Reemployment System

The reemployment scheme was also studied for application
to the key-post employees, and it was decided that although
no extension of retirement age was applied, a reemployment
period of 3 to 5 years would be applied in stages from
October 2006. In and after 2014, employees who had key-
posts will be allowed to work until 65 years of age at the
longest. This arrangement makes an effective use of valuable
human resources with managerial skills, experience and
knowledge even after their retirement and is sure to bring
benefits both to the employees themselves and the Company.

The work-net section, set up to operate the reemployment
scheme for key-post employees as an assemblage of
in-house labor market conditions as well as an organization
for these employees to adjust and move their position,
mobilizes and utilizes the seasoned staff by converting the
data on individual experiences and capabilities into the
database, and provides post-retirement life support by holding
training on how to work after retirement to managerial
employees well before their retirement.

Key-Post Personnel Affairs and Handling System
Combining "Challenge™ and "Trust™

A new personnel affairs and handling system is to begin for
key-post employees, which adjusts compensation depending
on the individuals responsibilities, while at the same time
aiming to establish an organization that realizes sustainable
growth. The key-post staff bracket is divided to the
organizational management career system that bears the
burden of organizational operation as heads of departments
and the senior professional career system for those who do
higher level work by using their business knowledge and
experience, and the compensation is set depending on the
role of each type of career. Neither the organizational
management career system nor the senior professional
career system is fixed, and employees of either system can
be exchanged depending on their individual performance,
suitability and specialty.

*1 Key-post: employees at the post of section manager or higher
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The Tarumae C ry Club, Tomakomai City, Hokkaido, run by Kawasaki Life Corporation
was chosen as t enue of one of the three major Japan open golf competitions, Japan
Women's Open Championship. Against the backdrop of increased popularity of women’s
golf tournaments apan, we provided competing golfers with the excellently arranged golf
course to help t show wonderful performances and were pleased that golf fans who visited
the Tarumae Co Club could enjoy a wonderful golf competition in the spread of grand

nature.

@ Sponsorship: J@pan Golf Association @ Co-sponsorship: NHK
@ Support: Tarumi@e Country Club http://www.tarumae-cc.jp/

Kawasaki G imes World Attrag
240.000 Visitors in One Year after O

The Kawasaki Good Times World, our corporate mu§eum that
opened its doors in May 2006 in Kobe, attracted overf240,000
visitors in one year. The facility is designed to help vigjtors touch
and feel "the wonders of technology" and "the importance of
craftmanship” in the zones of land, sea and sky. Getting on a real
Shinkansen train or a helicopter, watching the launching ceremony
of a ship on a wide screen and much more fun experiences await
visitors at the Kawasaki Good Times World, the place where we
can deepen mutual communication with people.

Kawasaki's technologies contributing to the world in various fields
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