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1.0utline of Komatsu

WOMAYSU (),jtine of Komatsu (As of March 31, 2009) -

% Established: May 13, 1921 » Komatsu Group: 164 Companies
» Net Sales:  2,021.7 billlon yen Japan: 49
» Operating Profit: 151.9 blllion yen Overseas: 115
» Total Assets: 1,969.0 billion yen » Number of Emplovees :39,855
# Sales by Business Seament -
[ Sales of Construction & Mining }
Equipment by Reglon

Industrial Machinery & Others
{277.0 bil yen)

Middle East & Africa 1
12.0%

13.7%
\h 86.3% Asia & Oceania
Construction & Mining IR 17.7%

Japan
= 17.8%

(1,744.7 bill yen) ‘Em';‘:{ég

Equipment, Vehicles e 14.2%
(1,744.7 bil yen) China 10.3%

0 Mid &

Europe & CIS South America
157 W 12.3%



KOMAYSU \ain Products: Construction & Mining Equipment (&)

PC8000 Hydraulic excavator WA1200 Wheel loader
Komatsu Mining Germany =%

960E Dump truck
Komatsu America Corp.

: Sheet-metal machinery and
g 55 : Forklift trueks: Komatsu
LA P SRR ENE AN e Lt Utility Co., Ltd medium-sized & small presses:

Komatsu Industries Corp.

Machines for automobile manufacturers: Products for semiconductor manufacturers:
Komatsu Machinery Corp. | Komatsu NTC Lid, Gigaphoton Inc. | KELK Ltd.
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2. World Economy



HOMATYSU [yory tunnel has an exit! Zoom through the tunnelll

®
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Stiffness of rail

management

KOMATYSU Raie of Demand for Construction and Mining Equipment in regions  (10)

Rate of “Others’ is increasing (About 54% estimated in FY2009) I

l hsia ‘Oceania, CtS Middle East, Africa & Latiﬂ Am&rt{:a |

Dihers” marks]
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HOMATSU  population increase and Urbanization Gy
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MA Understandings in the beginning of 12
BOATYY Komatsu's Reform of business structure (2001) —

« Economic growth in Japan, America -pgpulation Increase . ; i
and Europe expanded to the limit «Growth and Urbanizaticn 150 TR0 To0 6

--- --- in Asia with large

: s Populaticn
Investment to Era of “Grater ;... of o curre -Fﬂzn
Asia & BRICs Asia desiring urban life style i 'D bil 2.0 bil 3.0 bil

[ Global commen tasks] ---
Understanding (3) Resource, Eneray,

* How was the Japanese "Mono-dzukur” competitiveness In Food, Water, and
comparison with ofher countries? Ewm
1) Manufacturing cost was compelitive enough : :
2) However, capacity cost was oo much (Consolidated
management, inefficlency of indirect sections] Differences hetween 2001
and current (2009)

"-' "'-" "-"' 1) Asla and BRICs grew more than

Gl . X : e expected

Global management with Challenge lo Making | 2) 100 much money caused “housing

Japanese strength “devatop Danlotsu capacity bubbles” in Europe and America,

(1} Innovation nl Comparate products” with Key -Gﬂ:ﬁ_t_l‘l‘iﬁ!ﬂ' and caused "lehman shock

(2) Sharing valuss (The KOMATSU words: Envionment.  efficient | 3 Exclinge [ ws 105125 ven
Way, TQM. and Brand Management! Satety, and IT Currently, it is higher.

Understanding (1) Understanding (2) 7900 _qu +2ﬂ5£}
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5. Komatsu's Reform of Business Structure
~Reinforce strong points and Reform weak points~

HOMAYSU Strong points and Weak points of Japanese Companies (14

Strong Points | Weak points

1. Strenath of collaboration
(Organization, Technology)

In company: Cross-functional collaboration among
section of development. manufacturing. sales. . (Cooperation of management member
support, Collaboration with Sales & Production
— Optimum Stock Management) )

Pariners: Collaboration with supplier, Profect with
company of no capital relationship { ex.
Shinkansen, super express )

2. Continuously sensitive character
Industriousness and persistence of the
Japanese people
Abllity to collect and analyze data
Consclousness of PDCA cycle rotating

- Difficulty to enter overseas markels by
/" one company without suppliers

. High administrative cost and
managemenl job cosl

In case of neither clear strategy nor strong
leadership,

* Oplimization in each section#
Optimization as a company

3. Gap between urban area and countryside, between big
companies and subcontractors




.“°m"" Komatsu's Reform of business structure G2

1% Reform

B Sales profit: Inta1.

0 Sales profit: Construction & Mining e
¢ Goles loas i
" in FY2001y

‘98 ‘97 ‘88 99 00 D1 02 D3 04 05 08

| Reinforce strong points I

1. "Mono-dzukuri’ competitiveness is in
Japan
*Production cost in Japan is compelitive
% Strength of mother plants
# Danlotsu” products
2. IT Utilization
*KOMTRAX
*Autonomous Haulage System
3. Raise position in "Other world /
developing countries”
«Strategy in "Greater Asia”

/2% Reform (2006-)

st

1.Visualization of management
| 2.Separation of growth & cosl ;
- 3.Reinforce sirong points & Reform weak |

paints

| 4.0peration is only once

l Reform weak points I

1. CC reduction: about ¥50 billion

2. Independence of businesses except
construction & mining equipment

+Collaboration with partners

#KEM — Sold off to SUMCD
#ASIMI + REC — Sold off
$Eximer Laser — JV with Ushio electronics —
Competition by 2 companies in the world

3. Reinforcement of Corporate
Governance
#Reinforce management of Board meetings

including subsidiaries
#Thoroughiness of compliance

HOMAYSU 4 {homes for reform of business structure (16)

Common themes for Japanese companies developing globally

1. Top Managements' Familiarity with Workplace
+"Facts Finding”, Top management declare the policy to every

workplace.
2. Policy Deployment

«Top-down approach is necessary for it
+"Middle up & Middle down" approaches are Indispensable for

continuous improvement

3. Collaboration with Business Partners
*Collaboration with in-company sections, Dealers, Suppliers

4. Human Resource Development

*Domestic HR Development to Global HR Development



MOMAYSU T1op managements' familiarity with workplace & Policy Deployment
e m—

For your eyes only.

HOMAYSU Facts Finding (e)

For your eyes only.




HOMATSD One of the “Dantotsu” products: "KOMTRAX"

(A SElam to mana_ae equ?manm

For your eyes only.

HOMAYSU One of the “Dantotsu” products: Autonomous Haulage System [20]
————————— e —————————————————————————————————————————————

For your eyes only.




HOMATSU Result: Reform of business structure (20
e —

For your eyes only.

4. Komatsu’s Quality-Oriented Management



_“m“' Sales Trend and history of QC &)

Exchange rate (yen/US$)
360 ¢
300 . :
240 Siabie wechange rale
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Bil. Yen Transition nf Komatsu's performance Plaza Accord '
T Consolidated mles 0
Ll =3 Honeonsolidated sales: Exports &0
S Honconzolidated sales Domestie
1@ L % il i
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Japan's Rapld Econamibe Expancion J E Xpans ion of Ex ports o1 |:|.:_._E,.:r;jrl::ui.gp. o E.:Ahi ::;:;:-i:-lrl: -
Project A | 1961: Quallty contral ];bm;“t g | 1971 Davelopment of 2006 - Valus ¢ haln
. Introdused ,.' quallty assurance systam :mmmm,
1964: Awarded the Deming 1881: Awarded the Japan FEm Nt
Application Prize Cuality Medal | 1893: 1509000 5>
l 1983: Efforts by OC circles — All-Komatsu QC Activity| 1988: From total quality eantrol ' 2002: New Quiality-
to QC activitles at plants 5 activity
-
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5. Corporate Value & Brand Management



HOMATSU Target of Japanese Companies )

Target : Improvement of Corporate Value

Corporate value = The total sum of trust given to us by society and all stakeholders
That is, “To raise feelings that ‘we are inconvenient without Komatsu."

Trust is given by disclosing information properly by top management him/herself,
take accountability, visualizing corporate management, and getting rid of surprise

matter; accident.

Society

i | | Institutional Investors Mass
Distributors ~ Suppliers = Employees  Stockholders  Customers and Analysts Media
- Distrititor -“Midar-kai" Internal meetings - Annual -Visitsbytop - Visits by top management - Interviews
mestings - Reundtable with emplayees stockholders’ management - Analyst mestings
-Internal meetinge  meatings af top  (Main office & naatings - Meetings after announcement
withempieyees  management  Plants) - Reglonal meetings of business rozults
stackhalder:

(President & CEO|

uom“. ‘ Corporate Value <Definition> Tolal sum of trust given to us by (28]
soclety and all our stakeholders :
Socaely & Byl U?r: G Cefaled valuable achion
y i :
slakenholders prlriipsion (The KOMATEL Way
Sociedy A i sGrealron of smployment » Shrmntlym Corpoanle o T
+hilermabion dedour Emarommentsl & Secil Foport
~Piyment o bay =Siengthisn WancEruku o bbbt
s8R Dewwlaprment o Thniodi” products D{_'I: Pufuchan, Frdancamont of Tl condumphion,
Conkriked o 1o dreerining
Clsiomers A I +Ciyshomer sadicfaction # s pame Chtmirledd Vil of Bop management,
» B mana gement Cuthomer satictanbon recearch
= Collabror Wlion with budinest pesdneds
Creadon of good relalionahip wilh ous omes
Slockholders A G ~Eiale sl =Strmnglien copnrale povemans
*Glock prce Slockholders” mesding, decussan meefing
*Diuidgand Desboprent of =Dandotsy™ products. Plmnd eur
sinfoemialion discosurs
Firancal A o *Gruding Nesding lor analysts and imestons (o sepkain,
imzlifukions *Infaemalion didoaues Timedy Information declmsurs
Fergonnal c K = Gales resdl = PArwnghieh cxtpoml s gt nands
) =employment + Sengthen Moo drukun™ compaliensss
(Direclons, «Blisarre] s Clabn i wil Lisinees periness
Employess) sinloemadion Jiedozurs Wheebing lor svnpdoyess, Fland lowr for enrgdoyees” By, Fostenng peopk, Ervplinress’ el schan
rEuEarch
Suppligrs B J » Binlae rarn +Collshorsbon wilh buinasn padnace
PR =Pl dhdrailion =W eshanE i
shnfeemabion dadosure hdan-ia” group mesting, Minagarment meetng, fupoerd lor testerng employeesn ngplies
Jiskibuto A" vEules resylls = Gl i Wil bussimess parinery
Digwibutors 2 *Piofd dalrigulion * i retakionalig
+Inloemation dedoaurn Distritutors” meiting, Sepport b Saslery errplioyses in auppken

After all, especially for stakeholders whose degree of direct participation is “A",
trust depends on “Sincerity for share lot."



HOMAYSU 1. iacturers’ change to services: “Brand Management' @
e ——

For your eyes only.

HOMAYSU  Relationship with customers (7 grouping) @

For your eyes only.




KOMAYSU s alization: Basic for grasping and solving problems

1.

Visualization of problems is a basic for grasping and solving
problems, as it became the first step of Komatsu's V-shape

recovery.

. Companies have to be indispensable for their customers to survive.

They also have to provide services with high added value, because
a manufacturer which can only supply hardware that cannot be
differentiated is not able to avoid price competition.

. If visualization is a basic for grasping and solving problems, a

manufacturer which can support customers to visualize themselves
can be indispensable for its customers.

. IT utilization, cross—functional cooperation, and know—how of

visualization are needed for high—level visualization. And Japanese
companies are good at them.

. Future of Japanese manufacturer can be cleared by not only

providing hardware but also reinforcing technical support service,
for example, providing information or management system
(Manufacturer's change to services) by utilizing Japan's strength.

HOMATSU (30]

6. Tasks of Komatsu



s s HR Development in global level G

Aim to realize maximization of corporate value by vitalization of
continuous Improvement and by enhancement of corporate vitality through
sharing & spread of the KOMATSU Way In global level.

<Global HR Development>

Maximization ﬂfﬂﬂfwmte value 1. Studying abroad: 1970~
GOHHI"II.JDIJS |mpmu.e,|1ﬁﬂ Total: 233 persons (Current: 7 persons)
2. Business leader training: 1996~
Enhmcenmnt Bf corporate vitality Training A: 208 persons, Training B: 324
persons (participants from overseas: 5
Bpecial o s i persons (China) )
tachn Skall tranmn, ethod
ST ® mme 3. Working abroad
+18 from 27 Board members
e — +83 from 257 managers in production
Sharing & spread of the KOMATSU Way engineering

4. Global value chain innovation

'T';i KDMATE"U Way for top 204 reform of business structure ' NG
managemen
*The KOMATSU Way concerning Project 72 KOMATSY gy
“Mano-dzukuri® TQM i B,:" A =
nage
HOMATSU ThE KUM ATSU Way [32]

support the strengths, the basic define

attitudes and patterns of behavior Tor s ”mﬂﬁt Policy
1) Strengthening Corporate Governance

Vitalize the functions of Beard of Directors. Quality and Refiability of Management

[5 items for Top Management ]
1. Vitalize the functions of Board of Direclors Manager
2. Take the Initialive in Communicating with all our Stakeholders
3. Compliance
4. Never put off Responses to Risks
5. Keep thinking about Succession Program

2) Reinforcing “Mono-dzukurl" Competitiveness
“Mono-dzukuri’ 7 ways is the core

Komatsu's strengths, the bellefs that J To clearly

4. Workplace Philosophy

I 1. Commitment to =
Duall‘tr & Reliability ] “Mono-dzukuri” 5. Policy Deployment
| 2 Customer Orlented | Seven Ways

of Komalsu

[ 3. Defining the Rool Cause e 7. Human Resource Davelopment

=

]
J
6. Collaboration with Business Partners ]
l

' Aim to grow continuously by enhancing every employee's improvement capabilty |
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7. Summary

HOMATSU Key words for Reform are common ¥

'Komatsu's key words for Reform of business structure |

Seems to be the same in country level

Tasks of

Country Key words for reform

Management «Visualization

Reform «Separation of Growth & Cost
«Reinforce strong points & Reform weak points
«Operation is only once
+Reduction of Capacity Cost

Strategy =Growth In Asia
*Development of “Dantotsu” products and “Dantotsu”
Technology

“Dantotsu” * Environment ~ © Safety IT (Office & Products)

Strategy



KOMAYSU (Coexistence & Co-prosperity with Asia &

Gaoxiong
harbor (6"

% Birthplace of Komatsu: Ishikawa Pref,

= Production cost in Ishikawa area is not high
= Return to Ishikawa e

= Kanazawa harbor to Busan harbor, Busan
harbor to the world ;4

.wh:f E EOUARIE e el & - ‘Shangha
1. Facility e ghewy Y J - harbor (%
«Amount of handling containers; H ' y place)
5t place (5 times of Kobe |, . < S22 Busan harbo

harbor) (24 plac - " place)
=Complete facility and service s

harbor
5 plants near Kanazawa harbo
*Plant for Large-size
“Flant for Large-si.

2. No hub harbor in the shore of
the Japan sea.

3. Distance (Seaway)
*Kanazawa - Busan. 380 miles -Flant for g

+Kanazawa - Kobe: 600 miles ‘FF::W'* e
4 pal)'

HOMATSU Summary (36)

For your eyes only.




