Corporate Governance

Basic Stance

Organizational Profile

We, at Komatsu Ltd., believe our corporate value is the total
sum of trust given to us by society and all stakeholders. To be-
come a company which enjoys more trust from shareholders
and all other stakeholders, Komatsu is working to strengthen
corporate governance, improve management efficiency, ad-
vocate corporate ethics and ensure sound management on a
group-wide basis.

To further improve the transparency of management for our
shareholders and investors, we disclose information in a fair
and timely manner and actively engage in investor relations’
activities by holding meetings with shareholders and investors.

Establishment and Improvement of Corporate Governance
In 1999 Komatsu Ltd. introduced the Executive Officer System
and has been working to separate management decision mak-
ing and supervisory functions from executive functions within
the confines of the law. At the same time, the Company has
maintained the Board of Directors with a small number of
members and appointed outside directors and auditors. To
improve the effectiveness of discussions in Board meetings,
we have promoted reforms in the operational aspect of Board
meetings to ensure thorough discussions of important manage-
ment agendas and quick decision-making.

Furthermore, in 1995, we established the International Advi-
sory Board (IAB) as a means to supplement executive functions
and receive objective advice and suggestions from outside ex-
perts for what Komatsu should work for as a global company.
As a general rule, it meets twice a year to discuss and engage
in information exchange.

Structural Reform of Komatsu's Corporate Governance

Reform in which Corporate Governance is centered on the Board of Directors

1. Improve the effectiveness of Board of Directors’ meetings.

2. Ensure transparency and objectivity of management, the foundation of making
management “visible,” through participation of outside directors.
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Board of Directors

Komatsu Ltd. holds Board of Directors’” meetings every month. The
Board of Directors reviews and resolves important management
matters, makes decisions on management policies of the Komatsu
Group, and strictly controls and supervises the execution of man-
agement duties by all executive management personnel including
the representative directors. [The Board met 15 times in the fiscal
year ended March 31, 2009]

Of the 10 directors on the Board, there are three outside di-
rectors. When performing his duties, each outside director offers
opinions and suggestions from an independent position, based on
his insight and profound experience. Their attendance rate at Board
meetings is high, making contributions to ensure transparent and
sound management by actively voicing their opinions in discussions.

Outside Directors As of June 24, 2009

Name Main Areas of Contributions

Having served as Representative Director of Shiseido
Company, Limited, Mr. Ikeda has profound experience in
the business world and offers opinions centering on CSR in
Board of Directors’ meetings.

Morio Ikeda, Advisor,
Shiseido Company,
Limited

Kensuke Hotta,
Chairman and
Representative
Director, Greenhill &
Co. Japan Ltd.

Noriaki Kano,
Professor Emeritus at
Tokyo University of

Having served as Representative Director of The Sumitomo
Bank (currently, Sumitomo Mitsui Banking Corporation)
and as Representative Director of Morgan Stanley Japan
Securities Co., Ltd., Mr. Hotta has profound experience in
the business world and offers opinions centering on finance
and managerial accounting in Board of Directors’ meetings.
Having served as President of the Japanese Society of
Quality Control, Dr. Kano offers opinions centering on
quality control and production from a viewpoint of a quality

Science control specialist in Board of Directors’ meetings.

International Advisory Board (IAB)

The fifth session of IAB began in January 2008. To date, IAB has held
a total of 26 meetings since its establishment in 1995. In the meeting
held in July 2009, the members discussed corporate value as generally
understood in Japan and the United States.

Outside Advisors of the Fifth Session of IAB

Name Title

M. Yukio Okamoto Speufahst of international affairs, and President, Okamoto
Associates, Inc.

Vice Chancellor and President, and Ralph and Claire Landau
Professor of Economics, The Chinese University of Hong Kong

Members of the fifth session I1AB (front row)



Board of Corporate Auditors

Komatsu Ltd. has consistently ensured that the number of outside
corporate auditors represents at least half of the Board of Corpo-
rate Auditors. The Board of Corporate Auditors makes decisions
concerning audit policies, duty assignments and other relevant
matters. Each corporate auditor attends Board of Directors’ meet-
ings and other important meetings, and audits the execution of
duties by directors. The Board of Corporate Auditors meets every
month, hears the conditions of execution of duties from the direc-
tors, and conducts appropriate audits. [The Board of Corporate
Auditors met 15 times in the fiscal year ended March 31, 2009.]
We have also established the Office of Auditors’ Staff to exclusively
assist auditors.

Outside Corporate Auditors As of June 24, 2009

Name Main Areas of Contributions

Having served as Representative Director of Teijin
Limited, Mr. Okitsu offers opinions centering on
corporate governance in the meetings of the Board of
Corporate Auditors and the Board of Directors.

From a professional standpoint based on his profound
experience in cross-border transactions as a lawyer, Mr.
Kamano offers opinions from his expertise centering on
global business operations in the meetings of the Board
of Corporate Auditors and the Board of Directors.

Makoto Okitsu, Advisor,
Teijin Limited

Hiroyuki Kamano,
Partner, Kamano Sogo
Law Offices

Mr. Kunihiro Matsuo was appointed as corporate auditor
of the Company by the ordinary general meeting of
shareholders held on June 24, 2009. As Mr. Matsuo

has served as Prosecutor-General of the Supreme Public
Prosecutors Office, the Board of Directors judges that

he will be able to perform his duties appropriately as an
outside corporate auditor from a professional standpoint
based on his profound experience in the legal community.

Kunihiro Matsuo,
Attorney at Law

Remuneration and Other Compensation for Directors and
Corporate Auditors

Concerning the remuneration of directors and corporate auditors,
in 1999 we established the Compensation Council staffed by four
outside members (two outside corporate auditors and one outside
director and one outside expert) and one member of Komatsu Ltd. to
ensure objectivity and transparency. The Compensation Council dis-
cusses the remuneration policy and standards and delivers its reports
within the range of remuneration amounts resolved by the general
shareholders’ meeting to the Board of Directors and the Board of Cor-
porate Auditors. With respect to the remuneration of directors, the
Board of Directors discusses and decides directors’ remuneration based
on the reports. With respect to the remuneration of corporate audi-
tors, the Board of Corporate Auditors discusses and decides auditors’
remuneration based on the reports.

For the fiscal year ended March 31, 2009, remuneration and other
compensation for directors and corporate auditors are shown below.

Amount of
Remuneration Paid

Number of

Persons Paid Description

Inc. bonuses and

Directors 12 ¥ 62.4 million :
stock options

Corporate 6 ¥10.5 million =

auditors

Total 18 ¥ 72.9 million -

Note: The above-mentioned “Amount of Remuneration Paid” includes that of two
outside directors and one corporate auditor who retired as of the close of the
139th Ordinary General Meeting of Shareholders on June 24, 2008.

Compliance

We have established the Compliance Committee as the group
to oversee compliance, and it regularly reports its reviews and
activities to the Board of Directors. We have also established a
framework to ensure thorough compliance with not only laws,
but also business rules by all directors, executive officers and
employees of the Komatsu Group. Related specific measures
include the provision of KOMATSU’S CODE OF WORLDWIDE
BUSINESS CONDUCT (revised 6 times since its establishment in
1998) which stipulates the business rules to be strictly followed
by all directors, executive officers and employees, appointment
of the executive officer in charge of compliance, and establish-
ment of the Compliance Department. Through these measures,
we are working to supervise, educate and train all members of
the Komatsu Group.

We have also established the internal reporting system, in
which employees can consult with or report to the Business
Rule Consultation Office about questionable actions in light of
the laws and business rules. This internal reporting system guaran-
tees that no employees will be penalized by using the system.
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KOMATSU’S CODE OF WORLDWIDE BUSINESS CONDUCT (7t edition)

Corporate Governance of Komatsu

Shareholders’ Meeting

Elect/Dismiss Elect/Dismiss Elect/Dismiss

Audit reports

Board of Corporate Auditors Independent
- - Public Accounting
- .
Office of Board of Directors Firm
Collaboration to Auditors e Compensation Council
. Internal audit
Audit Dept. Report Compliance

Elect/Dismiss/Supervise

Internal Report Committee, etc
audit
- . . X Advise/Suggest
Affiliated companies Executive Functions
Komatsu sends external (30 Executive Officers, International
directors and auditors. incl. 6 Directors) Advisory Board

Collaboration

Agree with the selection/Decide the dismissal or the rejection of re-appointment/
Confirm suitability or independency of the independent public accounting firm.

Report audit results.

Note: Figures in the diagram are as of June 24, 2009.
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