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structure geared toward a low-carbon society and will impose opera-
tional constraints on manufacturers in Japan, as well as growth in
nuclear power generation and the increasing spread of hybrid and
electric vehicles. Based on this awareness of the business environment,
we had the following image of the Group in mind when we formulated

this Vision.
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Business Environment and Performance in Fiscal 2009

Demand for steel products began picking up from the second half of fiscal 2009 owing
to recovery in the automobile and electronics industries, while demand increased from
overseas, particularly China. Nonetheless, compared with fiscal 2008, demand was
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From fiscal 2010, in line with the application of the Revised Accounting Standard for Disclosures
about Segments of an Enterprise and Related information (ASBJ Statement No. 17, dated
March 27, 2009), Kobe Steel has changed its consolidated business segments from classifications
based on product similarities and other items to those based on a “management approach.”* The

principal changes made were as follows.

The first change involved the formation of a new Iron and Steel Business unit. Created by combin-
ing the Wholesale Power Supply segment with Iron and Steel, this segment now excludes Welding,
which became a single autonomous unit.

The next change affected the Machinery segment, which was divided into three separate units:
the Machinery Business, with a primary focus on industrial machinery; Natural Resources and
Engineering Business, with its focus on ironmaking plants and nuclear power plants; and Kobelco
Eco-Solutions.

Furthermore, the Construction Machinery segment was split into two units, namely, Kobelco
Construction Machinery and Kobelco Cranes, while Real Estate and Electronic Materials and Other
Businesses were combined into an “Other Businesses™ unit.

Previously, Kobe Steel disclosed operating income (loss) by segment. From fiscal 2010, howev-

er, this will change to disclosure as ordinary income (loss) by segment in conformity with internal
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Welding
Business
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Aluminum Forgings Business Arrives in China

Kobe Steel has recently concluded an agreement with Mitsui
& Co., Ltd. and Toyota Tsusho Corporation to establish a
China-based joint-venture company that will produce and
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Natural
Resources
and
Engineering
Business

Backed by a wealth of experience, the Natural Resources
and Engineering Business offers equipment manufactur-
ing and plant engineering services in the energy and

chemical fields. Kobe Steel leads the world in both the
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Kobelco
Eco-
Solutions
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World’s First Commercial ITmk3® Plant Successfully
Begins Production
The world’s first commercial plant to use the ITmk3®
Process—the Kobe Steel-developed, new ironmaking technol-
ogy—nhas been producing iron nuggets since January 2010.
The plant, which has an annual production capacity of
500,000 metric tons, was constructed in Hoyt Lakes,
Minnesota, USA in cooperation with Steel Dynamics, Inc., a
major EAF steelmaker.

Bahrain Pellet Plant* Completed

Kobe Steel has completed a pellet plant constructed for
Bahrain-based Gulf Industrial Investment Co. (GIIC). This
marks Kobe Steel’s second pellet plant for GIIC, the first
having been completed in 1985. In this project, Kobe Steel
was responsible for the design, equipment supply, construc-
tion and startup of the plant, the operation of which covered
everything from the supply of raw materials to the shipment
facilities for the pellets. The new pellet plant has a
world-class capacity of 6 million tons per year, significantly
exceeding the 4-million-ton plant that Kobe Steel had
previously delivered.



Outlook for Fiscal 2010 and Key Initiatives
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Kobelco
Construction
Machinery
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As a manufacturer focusing on hydraulic excavators,
Kobelco Construction Machinery Co., Ltd. undertakes
innovative product development centered on low-noise,
fuel-efficient equipment in response to diverse customer
needs. Through its global alliance with CNH Global N.V.,



Hybrid Hydraulic Excavator Sales Commenced

In January 2010, sales commenced of the 8-ton class SK80
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Compact Hydrogen Production/Supply Process Promotes

Fuel Cell Use

Hydrogen supply infrastructure facilities are indispensable to promote the use
of fliblecalis,96B18h are expected to help curb CO

KOBE STEEL GROUP 2010 25









28 KOBE STEEL GROUP 2010



KOBE STEEL GROUP 2010



30 KOBE STEEL GROUP 2010



Environmental Management Promotion

The Kobe Steel Group recognizes that the obligation to protect the global
environment is its most urgent task and, therefore, has adopted the mission
to pass on a healthy world to future generations. The Kobe Steel Group
formulated a Basic Environmental Management Policy and, accordingly,
stepped up efforts to promote environmental management in every facet of
its business activities. An Environmental Management Committee is in place
to address environmental management issues for the entire Group.

Basic Environmental Management Policy

Further Enhancing Enterprise Value through Groupwide Environmental
Management

—Improving the Group’s Environmental Capabilities—

Aiming to remain an advanced environmental business enterprise, the Kobe
Steel Group shall fulfill its corporate social responsibilities, improve its envi-
ronmental capabilities and raise its corporate value by putting the following
three principles into practice:
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Financial Review

In the fiscal year ended March 31, 2010, Japan’s economy picked
up as a result of stimulus measures in Japan and overseas, progress
in inventory adjustments and improvement in overseas economies.
Overseas, China’s economy recovered, and the economies in the
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Business Risks

The Kobe Steel Group’s business and financial situation include the
factors discussed below that could have a material impact on
investor decisions. Furthermore, forward-looking statements in this
text represent decisions made by the Kobe Steel Group at the end
of the fiscal year ended March 31, 2010.

1.

Economic Conditions in Key Markets

Automobiles, shipbuilding, electrical machinery, construction and

civil engineering, IT, beverage containers and industrial machinery

constitute the principal areas of product demand for domestic sales

in Kobe Steel’s four key business segments: Iron and Steel,

Aluminum and Copper, M184 Tm [(Automo(, construc92(, M184 Tm .teel, )]T] Meanwhtom, of, sr)18stic stext r)18(epr)18(r e.024%8(eatotnanctic sents eteel,
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Thousands of

Millions of yen U.S. dollars (Note 1)
LIABILITIES AND NET ASSETS 2010 2009 2010
Current liabilities:
Short-term borrowings (Note 7) ¥ 108,475 ¥ 175,305 $ 1,165,896
Current portion of long-term debt (Note 7) 59,637 86,903 640,982
Notes and accounts payable:
Trade 357,946 385,778 3,847,227
Construction 21,463 29,755 230,686

Unconsolidated subsidiaries and af21,465g-term debt (Note 7)
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Consolidated Statements of Operations

Kobe Steel, Ltd. and Consolidated Subsidiaries
Years ended March 31, 2010 and 2009

Thousands of

Millions of yen U.S. dollars (Note 1)
2010 2009 2010
Net sales ¥1,671,022 ¥2,177,290 1,890,318te 1)15,0 5,374te 1)
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Notes to Consolidated Financial Statements

Years ended March 31, 2010 and 2009

1 Basis of Presenting Consolidated Financial
» Statements

The accompanying consolidated financial statements of Kobe Steel, Ltd.
(“the Company”’) and its consolidated subsidiaries (“the Group™) have
been prepared in accordance with the provisions set forth in the
Japanese Financial Instruments and Exchange Law and its related
accounting regulations and in conformity with accounting principles
generally accepted in Japan (“Japanese GAAP’’), which are different in
certain respects as to application and disclosure requirements from
International Financial Reporting Standards.

The accounts of the Company’s overseas subsidiaries are based
on their accounting records maintained in conformity with generally
accepted accounting principles prevailing in the respective country of
domicile, with necessary adjustments to be in accordance with
Japanese GAAP.

The accompanying consolidated financial statements have been
restructured and translated into English with certain expanded disclo-
sure from the consolidated financial statements of the Company
prepared in accordance with Japanese GAAP and filed with the appro-
priate local Finance Bureau of the Ministry of Finance as required by the
Financial Instruments and Exchange Law. Certain supplementary
information included in the statutory Japanese language consolidated
financial statements, but not required for fair presentation, is not
presented in the accompanying consolidated financial statements.

Effective from the year ended March 31, 2009, the Company and
its domestic consolidated subsidiaries ad5eidated subs 468.not ,d
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Fair value of financial instruments

Carrying amounts of the financial instruments included in the consolidated balance sheet and their fair values at March 31, 2010 were as follows:

Millions of yen

Thousands of
U.S. dollars (Note 1)

2010 2010
Carrying amount Fair value Difference Difference

Cash and time deposits ¥131,939 ¥131,939 ¥ — $ —
Notes and accounts receivable “Trade™ 241,494 241,494 — —
Investments in securities:

Held-to-maturity debt securities 30 30 — —

Securities of subsidiaries and affiliates 17,710 39,798 22,088 237,403

Available-for-sale securities 121,716 121,716 — —
Notes and accounts payable “Trade™ (357,946) (357,946) — —
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5 = Securities

The following tables summarize acquisition costs, book values and fair values of securities with available fair values as of March 31, 2010 and 2009:

Millions of yen

Thousands of
U.S. dollars (Note 1)

2010 2010
Acquisition Book (fair)
costs values Difference Difference
Available-for-sale securities
Securities with available book values exceeding acquisition costs:
Equity securities ¥49,271 ¥ 87,486 ¥38,215 $410,737
Other — — — —
49,271 87,486 38,215 410,737

Securities with available book values not exceeding acquisition costs:
Other securities:
Equity securities
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The following table summarizes book values of securities with no available fair values as of March 31, 2010 and 2009:

Thousands of
Millions of yen U.S. dollars (Note 1)

2010 2010
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Interest rate swap agreements outstanding at March 31, 2010 were as follows:
Thousands of
Millions of yen U.S. dollars (Note 1)
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At March 31, 2010 and 2009, included in the assets pledged as collateral we .005e0s 2009, incl.¥y inclomiss pto be assets pledged as
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Domestic and Overseas Offices

Head Offices

Kobe Head Office

Shinko Building,

10-26, Wakinohamacho 2-chome, Chuo-ku, Kobe,
HYOGO 651-8585, JAPAN

Phone: (078) 261-5111 Fax: (078) 261-4123

Tokyo Head Office

9-12, Kita-Shinagawa 5-chome, Shinagawa-ku,
TOKYO 141-8688, JAPAN

Phone: (03) 5739-6000 Fax: (03) 5739-6903

Branch Offices

Osaka

Midosuji Mitsui Building,

1-3, Bingomachi 4-chome, Chuo-ku, Osaka,
OSAKA 541-8536, JAPAN

Phone: (06) 6206-6111 Fax: (06) 6206-6101

Nagoybe Head Office
Phone:52(03846206-6111 Fax:52(0384620056101
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(As of March 31, 2010)
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