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INTERIM CONSOLIDATED FINANCIAL STATEMENTS

JUNE 30, 2005

(Unaudited)

MANAGEMENT COMMENT

These interim consolidated financial statements for the six months ended June 30, 2005 of Gitennes
Exploration Inc, have been prepared by management and have not been subject to review by the
Company's auditors.




Gitennes Exploration Inc. Statement 1

Interim Consolidated Balance Sheets

(Unaudited)
Canadian Funds

ASSETS As at As at
June 30 December 31
2005 2004

Current
Cash and cash equivalents $ 1,026,063 $ 563,649
Accounts receivable 17,380 27887
Prepaid expenses 9,980 5979
Due from joint venture partner (Note 4g) - 20,559
1,053,423 618,054
Mineral Properties (Note 4) 2,692,734 2,156,366
Property, Plant and Equipment (Note 5) 66,556 69,105
$ 3,812713 & 2,843,525

LIABILITIES

Current

Accounts payable and accrued liabilities (Note 8) $ 50,184 § 58,772

Continued Operations (Note 1)

SHAREHOLDERS' EQUITY

Share Capital (Note 6) 27,155,818 25,715,811
Contributed Surplus (Note 65) 663,383 357454
Deficit - Statement 2 (24,056,672) (23,288,512)
3,762,529 2,784,753

$ 3,812,713 % 2,843,525

ON BEHALF OF THE BOARD:

“emy D. Blackwell’, Director
JERRY D. BLACKWELL

Ken Booth”, Director
KEN BOOTH
- See Accompanying Notes -




Gitennes Exploration Inc. Statement 2

Interim Consolidated Statements of Loss and Deficit

For the Periods Ended June 30
(Unaudited)
Canadian Funds

Three Months Ended Six Months Ended
June 30 June 30 June 30 June 30
2005 2004 2005 2004
Expenses
Audit, accounting, legal and professional
fees $ 38,958 $ 37,580 $ 72,761 $ 76,189
Amortization 2,687 1,939 5,360 6,319
Filing, transfer fees and investor relations 99,911 46,281 176,055 85,199
insurance 20,442 18,798 20,442 19,798
Interest and bank charges 830 715 1,725 1,383
QOffice rent, utilities and miscellaneous 28,599 46,266 56,302 73,549
Salaries and benefits §9,322 67,054 111,209 125,309
Stock-based compensation (Note 66} - 228,736 305,929 228,736
Travel 2,588 995 6,234 4,486
Loss before the Undernoted {253,397) (449,364) (756,717} {620,968)
Other Income (Loss)
Foreign exchange gain {loss) (7,113) 50,522 (3,837) 26,991
Gain on sale of marketable securities - - - 431,267
General exploration {1,684) {48,400) (16,134) (58,074)
Interest and other income 7,983 565 8,528 840
Write-down of mineral properties - (957,364) - {957,364)
Income (Loss) for the Period {254,211) (1,404,041 (768,160) (1,177,308)
Deficit, Beginning of Period (23,802,461) (21,352,866) (23,288,512) (21,579,599)
Deficit, End of Period $ (24,056,672) $ (22,756,907) $ (24,056,672) $  (22,756,907)
Eamings {Loss) Per Share - Basic and
Diluted $ {0.C1) $ (0.04) $ (0.02) $ (0.04)
Weighted Average Number of Shares
Qutstanding $ 32,355,249 $ 29,203,798 $ 31,667,859 $ 28,095,446

- See Accompanying Notes -




Gitennes Exploration inc.

interim Consolidated Statements of Cash Flows

For the Periods Ended June 30

{Unaudited)
- Canadian Funds

Statement 3

Three Months Ended Six Months Ended
June 30 June 30 June 30 June 30
2006 2004 2005 2004
Cash Flows From Operating Activities
Income (loss) for the period $  (254,211) $ (1,404,041) $  (768,160) $ (1,177,308)
ftems not affecting cash
Amortization 2,687 1,839 5,360 6,219
Gain on sale of marketable securities - - (431.267)
Stock-based compensation - 228,736 306,929 228,736
Write-down of mineral propenies - 957,364 - 957,364
(251,524) (216,002) (456,871) (416,156)
Changes in non-cash working capia! items
Accounts receivable 4,248 (2,310} 10,487 (21,504)
Prepaid expanses {135) - {4,001) 1.200
Due from joint venture partner 20,661 32,513 20,559 41,091
Accounts payable and accrued fiabilities (44,101) 23,659 {8,588} (87.203)
(267,851} {162,140} (438,414) (492.577)
Cash Flows from Financing Activities
Net proceeds from issuance of common
shares 1,440,007 37,400 1,440,007 40,200
Cash Flows From Investing Activities
Mineral properties - net of recoveries {341,673) (124,121) {536,368) (187,875)
Purchase of property, plant and equipmant {1,449) (8,022) {2.811) (8,241)
Proceeds from sale of marketable
securities - - - 633,321
{342,822) {132,143) (539,179) 467,103
Net Increase {Decrease) in Cash and Cash
Equivalents 829,334 (256,883} 462,414 14,728
Cash and cash equivatents - beginning of
Period 196,729 1,881,777 563,649 1,610,166
Cash and Cash Equivalents - End of Period $ 1,026,063 $ 1624894 $ 1,026,063 $ 1,624,894
Supplemental Schedule of Non-Cash
Investing and Financing Transactions
Mineral properties acquired through the
issuance of shares - 3 - $ - $ 14,000

- See Accompanying Notes -




Gitennes Exploration inc. .
Notes to Interim Consoclidated Financial Statements
June 30, 2005

{Unaudited)
Canadian Funds

1.

Continued Operations

The Company, considered to be in the exploration stage, is in the process of exploring several
mineral properties in Canada and Peru. The Company has not yet determined whether these

properties centain economic reserves.

The busiitess of mining and exploration involves a high degtee of risk and there can be no assurance
that current exploration programs will result in profitable mining operations. The Company has no
source of revenue, and has significant cash requirements to meet its administrative overhead and
maintain its mineral interests. The recoverability of amounts shown for resource properties is
dependent upon several factors. These include the discovery of economically recoverable reserves,
the ability of the Company to obtain the necessary financing to complete the development of these
properties, and future profitable production or proceeds from disposition of mineral properties. Also,
the Campany will have to raise additional funds for future corporate and administrative expenses and
to undertake further exploration and development of its mineral properties. While the Company has
been successfui in the past at raising funds, there can be no assurance that it will be able to do so in
the future.

These consolidated financial statements have been prepared on a going concern basis, which
assumes that the Company will be able to realize its assets and discharge its fiabilities in the normal
course of business for the foreseeable future. These consolidated financial statements do not include
adjustments that would be necessary should the Company be unable to continue as a going concern,

Accounting Policies

a) Basis of Consolidation

The accompanying unaudited interim consolidated financial statements are prepared in
accordance with accounting principles generally accepted in Canada and include the accounts of
the Company and its significant wholly-owned subsidiaries, Castie Keep Ltd., Torre International
Holdings Ltd., Gitennes Exploraciones Peru S.A. and Compania Minera Seis Rios S.A. All of the
Company's wholly-owned subsidiaries are accounted for under the purchase method.

These interim financial statements also include the accounts of Oromalqui Gold Corp.
(*Oromalqui}, in which the Company had a 50% interest pursuant to a joint venture agreement
and Oromalqui's wholly-owned subsidiary, Minera Corimalqui S.A. The Company has accounted
for its interest in the joint venture under the proportionate consolidation methad of accounting.
Under this method, the Company records its proportionate share of revenues, expenses, liabilities
and assats of the joint venture. The only material asset of the joint venture is the Urumalqui
property. Effective June 17, 20085, the joint venture agreement was terminated and the Company
assumed the remaining assets and liabilities of the joint venture. Accordingly, these interim
consolidated financial statements include 100% of the accounts of Oromaiqui and Minera
Corimalqui S.A. from June 17, 2005, accounted for under the purchase method (Note 4g).

b) Basis of Presentation
The accompanying unaudited interim consoiidated financial statements are prepared in
accordance with generally accepted accounting principles (“GAAP") in Canada. They do not
inciude all of the information and disclosures required by Canadian GAAP for annual financiat
stalements. In the opinion of management, all adjustments considered necessary for fair
presentation have been included in these financial statements. These interim consolidated
financia! statements follow the same accounting policies and methods of their application as the
most recent annual financial statements and should be read in conjunction with the Company’s
consalidated financial statements including the notes thereto for the year ended December 31,

2004,




Gitennes Exploration inc.

Notes to interim Consolidated Financial Statements
June 30, 2005

{Unaudited)

Canadian Funds

3. Financial Instruments

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, due
from joint venture partner, and accounts payable. Unless otherwise noted, it is management's opinion
that the Company is not expased to significant interest, currency or cradit risks arising from these
financial instruments. The fair value of these financial instruments approximates their carrying values,
unless otherwise noted. At June 30, 2005, the Company held currency tetzlling LUS$292,588, which is
exposed to currency risk given fluctuations in the prevailing exchange rates between the Canadian
and United States doliar.

4, Mineral Properties

a) Details of mineral property activities are as follows:

Canada Pery
Bear and La
Fox Red Badger Esten Rio Seco Chivona _ Urumalgui Other Total
December 31, 2003 $597,603 $ - 5253871 $23,204 $251,312  $146,835 $528,588 $104,345 $1,906,548
Acquisition costs - 25,806 14,000 - - - - - 43,806
Deferred Expenditures
Administration 221 2,100 791 41 - - 248 - 3,401
Assays - - 184 - - - - - 184
Censulting gealogy 4,141 1,275 19327 2,552 2,692 8,356 2,703 3,027 44,073
Drilling - 52,243 - - - - . 52,243
Geophysics - - - - - . . . .
Govemment taxes - - - - 4,454 13,825 4,881 5,008 28,168
Tenure - - - - - - . - -
Topographiz survey - - - - - - - - -
Total additions during the
perioa 4,362 33,181 86.545 2,593 7.148 22,181 7,832 8,035 171,875
Wiite-down of minerat
propetties (556,536) - (340,415) - - - (60412) _ (957,364)
June 30, 2004 345,428 $33.181_§ - $25887 $258.458  $169,116 §536.420  $52.568 $1.121,059
Canada R Peru
Fax Red Esfen Rio Seco La Chivona Urumalqui Tucumachay  Other Totat
December 31, 2004 $55,354 $384022 § - $258,205 $160,774 8733038  $503,805 $61,168_ $2,156,366
Acquisition costs - - - - - - - - -
Deferred Expenditures
Administration - 405 - - - 2,184 14,054 239 16,882
Assays - - . - . - 36,350 275 36635
Consutting geology - 11,458 - 2,576 - 186948 170,752 - 203738
Domicile - - - - - - 133,31C - 139310
Driling - - - . - . - - -
Environmental & Social License - . . . - - 10,547 - 10,647
Geophysics - - - - 18,766 248 - 20,014
Government taxes - - - 353 - 736 39,842 - 40,831
Tenure - 41 - 6,173 10,527 3,530 21,355 14,386 §3,012
Topographic survey . . . - . L - 15,202 15,202
Total additions during the period - 11805 . 9102 10527 45164 432,568 27102 536,368

June 30, 2005 $55,354  $395927 § - $267,307 $171,301  $778.202  $936,373 $88,270 $2,692.734




Gitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
Jupe 30, 2005

(Unaudited)
Canadian Funds

4. Mineral Properties - Continved

b) Cumulative mineral costs are as follows:

June 30 December 31
Acquisition Exploration 2005 2004

Canada
Fox, 8.C. $ - % 55,354 § 55,354 3 55,364
Red, B.C. 44,306 351,621 395,927 384,022

Peru

Rio Seco - 267,307 267,307 258,205
La Chivena 35,563 135,738 171,301 160,774
Urumalqui 87,329 690,873 776,262 733,038
Tucumachay 400,000 536,373 936,373 503,805
Other 9,456 78,814 88,270 61,168
$ 576654  § 2,116,080 % 2,682,734 $ 2,156,366

¢) Fox, B.C., Canada

The Company owns a 100% interest in certain mineral claims located in British Columbia known
as the Fox property.

d) Red, é.c., Canada

By an agreement made effective September 3, 2004, the Company has an option to acquire the
Red Property, focated in north-central British Cofumbia.

Under the terms of the option, Gitennes may acquire a 100% interest in the property subject to
meeting certain financial obligations that inciude a first-year commitment to pay $20,000 cash
{paid}, issue 50,000 shares (issued} and spend $100,000 (incurred). Thereafter, the Company
may, at its option, make additional yearly cash and share payments before July 15, 2008 that
total an additional $180,000 and 200,000 shares. Prior to July 15, 2010 the Company must also
have met a schedule of additiona! aggregate expenditures totalling a further $2 million. Upon
vesting, the Red Property will be encumbered with a 1.5% net smelter returns royalty that is
capped at a maximum pay-out value of $12 milfion.

Subsequently, the Company entered into an agreement with Buffalo Gold Ltd. (*Buffalo”) on April
15, 2005 wieieby Buffalo may earn a 60% interest in Gitennes’ Red Property. Under the terms of
the agreement, Buffalo may acquire a 60% interest subject to meeting certain financial obligations
that include a first-year commitment to pay $30,000 cash (Note 17) and incur $200,000 in
exploration expenditures, with cumulative expenditures totaling $600,000 before April 15, 2007.
Thereafter, exploration at Red will be co-ordinated by a joint venture (Buffalo 60% / Gitennes
40%).

After vesting, Buffalo must make annual property payments to the underlying vendor totaling
$150,000, and Gitennes will issue the remaining three tranches of shares to the vendor totaling
150,000 shares. Prior to July 15, 2010 the companies must also have met their pro-rata share of
scheduled aggregate expenditures totaling approximately $1 million. Upon the joint venture
vesting, the Red Project will be encumbered with a 1.5% net smelter returns royaity with a
maximum pay-out value of $12 million.




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2005 i

{Unaudited)

Canadian Funds

4. Mineral Properties ~ Continued

e)

g)

h)

Rio Seco, Peru

The Company acquired, by staking, the Rio Seco property in 1989. It is located 300 kilometres
north of Lima, near the Pan American Highway.

La Chivona, Peru

The Company acquired, by staking, a property near the coastal city of Chiclayo.

Urumalqui, Peru

Under the terms of a joint venture agreement dated December 31, 2003 with Meridian Gold Inc.
{*Meridian"), Gitennes and Meridian agreed to jointly develop the Urumalgui property. Each
company agreed to allocate at least US$125,000 per annum for a three-year period of
exploration.

Under the terms of the jecint venture agreement, the Company and Meridian each coniricuted
concessions covering approximately 2,700 hectares in total for their initial participating interests
of 50% each. The joint venture completed two drill programs on the property, one during 2003,
the other in 2004. On June 17, 2005, the companies terminated the agreement and the Company
assumed the remaining assets and liabilities of the joint venture, which consisted of the
Urumalqui mineral claims, geological data, and net monetary assets of US$$3,296. The Cumpany
intends to further develop the project.

Tucumachay, Peru

Under a ielter of intent dated June 3C, 2004 with inmet Mining Corp. {*Inmet’} the Company may
acquire a 100% interest in the 2,300-hectare Tucumachay property by:

i) Issuing 1,000,000 shares to Inmet (issued);

iy  Committing to a first year expenditure of US$600,000, to be ircurred on the property before
December 31, 2005; and

i) At the Company's option, making total exploration expenditures of US$1,600,000 by
December 31, 2008.

Subsequent to vesting, Inmet may, at its option, regain a €0% interest in the property by spending
three times the amount of the Company's investment once the Company has drilled 12,000
metres. :

Other Properties

During the current and prior year, the Company staked various claims in Peru. All of the claims
are held 100% by the Company.




Gitennes Exploration Inc. B
Notes to Interim Consolidated Financial Statements
June 30, 2005

{Unaudited)
Canadian Funds

j) Virgen, Peru
During the year ended December 31, 2001, the Company sold its interest in the Virgen property
and wrote off all reraining costs associated with the project. Pursuant to the terms of the sale
agreement, the Company retains a 2% net smelter return royalty, payable when aggregate gold
production from the property exceeds 145,000 ounces.

5. Property, Plant and Equipment

Details are as follows:

June 30 December 31

2005 2004

Accumulated Net Book Net Book

Cost Amortization Value Value

Computer equipment $ 93,485 § 66,631 § 26,864 $ 29,848
Furniture and fixtures 66,173 54,849 11,324 12,682
Equipment 41,660 13,282 28,368 26,675
$ 201328 § 134772 $ 66,556 § 69,105

6. Share Capital

a) Issued & Outstanding
Authorized: An unlimited number of common shares without par value.

Shares Amount
Balance - December 31, 2004 30,972,831 $ 25,715,811
Private Placement () 3,400,000 1,530,000
{ssuance costs () - (89,993)
Balance — June 30, 2005 34,372831 $§ 27,155,818

(i) Private Placement

In May 2005, the Company completed a private piacement of 3,400,000 units at a price of
$0.45 per unit for gross proceeds of $1,530,000. Each unit is comprised of one common
share and one-half common share purchase warrant. Each whole warrant entitles the
holder to purchase one common share at a price of $0.55 for a period of twelve months
after closing. The expiry date of the warrants may be accelerated if the closing price of the
Company's shares exceeds $1.10 for twenty consecutive business days. The Company
paid finder's fees, commissions and legal costs totaling $88,993. In addition, the Company
issued 171,610 broker warrants having the same terms as the private placement warrants.

b} Contributed Surplus
Details are as follows:

Balance ~ December 31, 2004 $ 357454
Stock-based compensation (Note 6e) 305,929

Balance — June 30, 2005 $ 663,383




Gitennes Exploration Ine.

Notes to Interim Consolidated Financial Statements
June 30, 2005

(Unaudited)

Canadian Funds

6. Share Capital — Continved

c) Stock Options

The Company has a fixed stock option plan. Under the terms of the plan, the Company may grant
options to its directors, employees, and other service providers to purchase up to 4,500,000
shares. The Board of Directors determines the exercise price per share and the vesting period
under the plan.

Buring the period ended June 30, 2005, the change in stock options outstanding was as follows;

Shares
Options outstanding — December 31, 2004 3,200,000
Granted 750,000
Options outstanding — June 30, 2005 3,950,000
All options outstanding at June 30, 2005 have vested.
At June 30, 2005, the following stock options were cutstanding:
Options
Qutstanding Exercise Price Expiry Date
900,000 $0.15 Qctober 1, 2007
370,000 $2.80 March 30, 2008
520,000 $0.13 May 4, 2008
750,000 $0.355 April 21, 2009
180,000 $0.40 July 21, 2009
550,000 $0.47 April 1, 2010
80,000 $0.30 November 10, 2010
400,000 $0.40 March 9, 2011
200,000 $0.47 March 18, 2015
3,950,000
d) Warrants
At June 30, 2005, the following warrants were outstanding:
Warrants
Qutstanding Exercise Price Expiry Date
351,000 $0.46 August 18, 2005
1,700,000 $0.55 May 18, 2006
171,610 $0.55 May 18, 2006
2,222,610

e) Stock-Based Compensation

During the period, the Company issued 550,000 five-year options to directors, officers, and
employees with an exercise price of $0.47 per option and issued 200,000 ten-year options to a
director at an exercise price of $0.47 per option. The estimated fair value of stock-based
compensation of $305,929 has been recorded in the accounts of the Company. The weighted
average grant-date fair value of options granted is $0.41. This value is estimated at the date of
the grant using the Black-Scholes Option-Pricing Mode! with the following weighted average
assumptions:




Gitennes Exploration inc.

Notes to Interim Consolidated Financial Statements
June 30, 2005

(Unaudited)
Canadian Funds

6. Share Capital — Continued

e) Stock-Based Compensation — Continued

Risk-free interest rate 3.90%
Expected dividend yield 0.00%
Expected stock price volatility 92%
Expected option life in years 6.33

The Black-Scholes Option-Pricing Model was created for use in estimating the fair value of freely
tradable, fully transferable options. The Company’s employee stock options have characteristics
significantly different from those of traded options, and because changes in the highly subjective
input assumptions can materially affect the calculated values, management believes that the
accepted Black-Scholes model does not necessarily provide a reliable measure of the fair value
of the Company's stock option awards.

7. Marketable Securities

Ouring the period ended June 30, 2004, the Company disposed of 112,092 Monterrice common
shares for proceeds of $633,321 and recognized a gain on sale of $431,267.

8. Related Party Transactions

During the period, the Company incurred $36,744 (2004 - $22,593) in legal fees paid to a faw firm in
which a director of the Company is a partner.

Accounts payable and accrued liabilities includes $5,191 (December 31, 2004 - $1,603) payable to
directors of the Company and to a law firm in which a director of the Company is a partner.

9. Income Taxes

The Company operates in several tax jurisdictions and is subject to varying rates of taxation. In
addition, the Company has various non-capital tax losses and deferred exploration expenditures that
are available for carry forward to reduce taxable income of the current and future years. Details of
income tax expense for the periods ended June 30 are as follows:

2005 2004
Loss before income taxes for accounting purpeses $ (768,160) $ (1,177,308)
Adjustments for differences between accounting and taxable income:
Amortization 5,360 6,318
Stock-based compensation 305,929 228,736
Resource property costs written off - 957,364
Unrealized foreign exchange losses - (26,991)
Consglidated income (loss) for tax purposes {456,871) {11,880)
Tax rate ) 35.6% 35.6%
Expected tax expense (recovery) for the year (162,646) {4,230}
Increase (decrease) in taxes due to:
Fareign income at different tax rates {2,3186) (157,115)
Current valuation allowance 164,962 161,345

Tax expense (recovery) for the period 3 - $ -




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
June 30, 2005
(Unaudited)

Canadian Funds

9. Income Taxes -~ Continued
Future income taxes reflect the net effects of temporary differences between the carrying amount of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes.
The significant components of the Company's future income tax assets as at December 31, 2004 are
as follows:
2004
Non-capital loss carry-forwards $ 2,348,853
Mineral property expenditures : 1,642,023
Property, plant and equipment _ 83,153
3,954,929
Valuation allowance (3.954,929)
‘ S -
The Company's Canadian non-capitat loss carry-forwards expire between 2005 and 2011 while the
Canadian exploration expenditures may be carried forward indefinitely. The losses available to the
Company in Peru expire four years after the attainment of profitable commercial operations in Peru.
10. Segmented Information
The Company’s business consists of mineral exploration and development. Details on geographic
segments are as follows:
Income Capital Identifiable
June 30, 2005 (Loss) Assets Assets
Canada $ (668,196) $ 38,188 $ 1,178,829
British Virgin Islands (615) - 19,182
Peru (99,349) 28,368 2,614,692
Totat $  (768,160) $ 66,556 $ 3,812,713
11. Subsequent Events

Subsequent to June 30, 2005, the Company issued 50,000 shares, made the cash payment of

$30,000 required under the Red property option agreement and received $30,000 from Buffalo Gold
(Note 4d).







FORM 51-102F1
INTERIM MANAGEMENT DISCUSSION AND ANALYSIS
FOR GITENNES EXPLORATION INC.

FOR THE SIX-MONTH PERIOD ENDED 30 JUNE 2005

August 12, 2005

Management's Discussion and Analysis supplements, but does not form part of the unaudited interim
consolidated financial statements of the Company and the notes thereto for the period ended June 30, 2005.
Consequently, the information set forth below should be read in conjunction with the unaudited interim
consolidated financial statements for the period ended June 30, 2005 and related notes therein, which have been
prepared in accordance with Canadian generally accepted accounting principles.

Additional information, including audited consolidated financial statements, and the notes thereto, for the year
ended December 31, 2004, can be found on SEDAR at www.sedar.com.

Description of the Business

Gitennes Exploration Inc. (the “Company”) is in the business of exploring for mineral deposits in Canada and
Peri. The Company acquires properties directly by staking or through option agreements with prospectors or
other exploration companies. The Company is also committed to developing new projects through regional
reconnaissance, property examinations and by liaison with a network of industry contacts. None of the properties
that the Company currently owns or holds under option have been adequately explored to prove the existence of
ore feserves,

Overview

The Company's primary focus is the exploration for gold and sitver deposits in Peru, followed by copper, gold and
other base metals in Canada. During the period ending June 30, 2005, the Company continued its pre-drilling field
work at the Tucumachay project in Central Pert. The Tucumachay project is subject to a letter of intent dated
June 30, 2004 with Inmet Mining Corp. During the year ending December 31, 2004, the Company's 50% affiliate,
Minera Corimalqui S.A. {*Corimalqui*), completed a second drilling programme at the Urumalqui property in
northern Perd. There was no field activity at Urumalqui during the period ending June 30, 2005, the time given
over instead to reporting and project planning. Also during the year ending December 31, 2004 the Company
undertock field work, including drilling, at its Red Property in Northern BC. In April, 2005, the Company entered
into an agreement with Buffalo Gold Limited (*Buffalo”) wherein Buffalo could earn up to a 60% interest in the Red
property. There was no field work at the Red Property during the first six months of 2005. Elsewhere in Canada
during the year ending December 31, 2004, the Company undertook fieldwork at the Badger and Esten
properties. The Company elected to discontinue exploration on the Bear/Badger, Esten and Garden-Obonga
properties and on that portion of the Fox Property subject to the “Fox Option Agreement’, and did not exercise the
respective options. Expenditures incurred on these properties were written-off as of December 31, 2004 (see
“Resuilts of Operations - Properties”).

During the period ending June 30, 2005, the Company issued news releases:

April 22, 2005: Gitennes Announced Private Placement

April 25, 2005: Cerrected - Gitennes Announces Private Placement

May 2, 2005: Gitennes Encantada Sampling 369 Metres Grading 1.11 g/t Gold
May 10, 2005: Gitennes' Encantada Target - New Results and Revisions

May 18, 2005: Gitennes' Placement Closed — Fully Subscribed

June 28, 2005: Gitennes Exploration — More Positive Results at Tucumachay




Overall Performance
Unless noted otherwise, all figures are in Canadian doilars.

The Company's cumiulative resource property costs to June 30, 2005 were $2,692,734, which is up from the
cumulative bafance of $2,156,366 as at December 31, 2004. The increase for the period inciudes current
additions of $539,368 in expenditures, $432,568 of which was incurred on the Tucumachay property (see
“Results of Operations™.

The Company recorded a foss of $768,160 for the period ended June 30, 2005. The loss includes the Company’s
normal operating and administrative expenses of $450,788 plus non-cash stock-based compensation expense of
$305,928 for the period (see “Results of Operations”).

Financial Data for the Last Eight Quarters

Three Months June 30, Mar 31, Dec 31, Sept 30, Jun 30, Mar 31, Dec 31, Sept 30,
Ended 2005 2005 2004 2004 2004 2004 2003 2003
Total Revenues SNl $Nil | $Nil | $Nil SNl SNl $Nil SNl

Income (loss) before

Extraordinary items (254,211) (513,949) (225,071) | (306,534) | (1,404,041) 228,733 157,938 (180,754)
Net income (loss) (254,211) (513,949) (225,071) | {306,534} | (1,404,041) 226,733 157,938 | (180,754)
Income (loss) per

share ©ot)y| (0.0 (0.01) (0.01) (0.04) Q.01 0.01 ©.01) |

The Company has no operating source of revenue. In addition to the normal expenses associated with its
exploration and administrative activities, the Company recorded the following infrequent or non-recurring
transactions that produced significant variances in its operating resuits:

During the period ended June 30, 2003, the Company sold its interest in the Rio Blanco property. As part of the
sale proceeds of Rio Blanco, the Company received shares of the purchaser, which it later sold resulting in gains
of $497,277 and $431,267 for the quarters ending December 31, 2003 and March 31, 2004 respectively. During
the quarter ended June 30, 2004, the Company recorded a write-down of $957 364 upon abandoning the
Bear/Badger, Garden-Obonga properties in Ontario, and the claims of the Fox project (British Columbia) that were
subject to an option agreement. Additional significant items include non-cash stock-based compensation of
$228,736 and $305,929 recorded in the quarters ending June'30, 2004 and June 30, 2005 respectively.

After factoring in the effect of these transactions, the operating resuits remain reasonably consistent among the
quarters presented.

Results of Operations
Expenses
A summary of the Company's significant expense items for the six-month period is as follows:

Period ended June 30

2005 2004
Audit, accounting, legal & professional fees $72,781 $76,189
Filing, transfer fees & investor relations $176,055 $85,199
Office rent, utilities & miscellaneous $56,902 $73,649
Salaries & benefits $111,209 $125,309
Stock option compensaticn $305,929 $228,736
General exploration $16,134 $58,074

Foreign exchange loss {gain) $3,837 (526,991)




Audit, accounting, legal and professional fees to June 30, 2005 are consistent with those of the prior period.

Filing, transfer fees and investor relations expenses to June 30, 2005 are higher than those for the same period in
2004. The increase for the 2005 period is due to the increasing costs related to the preparation and filing of forms,
reports and shareholder materials as required to meet the Company's continuing disclosure obligations. Also
during the period ending June 30, 2005 the Company engaged in more investor relations activities than in the
comparative period, including a one-day booth at the Mineral Exploration Round-up in Vancouver, an open house
during the Prospectors and Developers Convention in Toronto, and numerous presentations in Toronto, Calgary
& Vancouver.

Office rent, utilities and miscellaneous costs for the period ending June 30, 2005 are slightly lower than those of
the comparative period due to a BC Capital tax payment in the prior year.

Salaries and benefits can vary depending' upon the amount of time allocated for certain employees between
exploration projects and generat and administrative duties. For the period ending June 30, 2005, salaries and
benefits are reasonably consistent with the same period in the prior year.

General exploration expenses fluctuate from quarter to quarter depending upon the time spent by employees and
consultants on project development and reconnaissance, which is a function of the status of the Company’s own
resource properties. General exploration costs were higher for the 2004 period compared to the period ending
June 30, 2005 due to the reduced off-property reconnaissance conducted in Peru in 2005.

The Company maintains significant portions of its cash reserves in American dollars. The decline in foreign
exchange losses reported for the period ending June 30, 2005, relative to those experienced in fiscal 2004,
reflects both the increase in the value of the Canadian doliar compared to the United States doilar and the
reduction of US cash held by the Company.

Properties
The Company has five mineral projects in Pert and two mineral projects in Canada. Work is supervised by

J. Blackwell, P.Geo., J. Foster, P.Geo., and Alvaro Fernandez-Baca, P.Geo., qualified persons as defined in
National Instrument 43-101. Selected expenditure information on the Company's main projects is as follows:

Six months Twelve months Twelve months

Property June 30, 2005 | December 31, 2004 | December 31, 2003
Urumalgui Acguisiticn - - 66,754
Exploration 45,184 204,450 438,237

Cumulative 778,202 733,038 528,588

La Chivona Acquisition - - 35,583
Exploration 10,527 13.839 111,372

Cumulative 171,301 160,774 146,935

Rio Seco Acquisition - - -
Exploration 9,102 6,893 146,723

Cumulative 267,307 258,205 251,312

Tucumachay Acquisition - 400,000 -
Exploration 432,568 103,805 -

Cumulative 936,373 503,805 -

Fox Acquisition - - -
Exploration - 14,287 6,741

Write-down - (556,638) -

Cumutative 55,534 55,354 697,603

Red Acquisition - 44,306 -
Explosation 11,905 338,716 -

Cumulative 395,927 384,022 -




Urumalgui Property

Under the terms of a joint venture agreement dated December 31, 2003 with Meridian Gold Inc. (“Meridian),
Gitennes and Meridian agreed to jointly develop the Urumalqui property. Each company agreed to allocate at
least US$125,000 per annum for a three-year pericd of exploration, during which the Company will manage the
project. The joint venture explored the properties during 2003 and 2004. Work included geophysical and
geological surveys and two diamond drill programs.

On June 17, 2005, the companies terminated the agreement and the Company assumed 100% of the remaining
assets and iiabilities of the joint venture, which consisted of the Urumalqui minera! claims, geclogical data, and
net monetary assets of US$3,295. The Company intends fo explore the property further.

LLa Chivona Property

The Company has a 100% interest in La Chivona, located in north-coastal Peri. There was minimal exploration
activity on the property during the reporting period. Cumulative expenditures to June 30, 2005 were $171,301,

Rio Seco Property

The property is located in coastal, central Pert. There was no field explaration activity on the property during the
reporting period, however some time was spent re-evaluating the exploration possibilities given the strong
demand for molybdenum. Cumulative expenditures to June 30, 2005 were $267,307.

Lapidem Property

The property is located 55 km east of Trujillo in the Andes Mountains. No geological exploration occurred during
the year ending December 31, 2004, nor during the period ending June 30, 2005.

Tucumachay Property

The property is located in the Andes Mountains of central Peru. On June 30, 2004 the Company signed a letter-
of-intent with Inmet Mining Corp. (“Tucumachay Agreement”), under the terms of which the Company has an
option to earn a 100% interest in the property. During the year ending December 31, 2004 the Company
conducted crientation, or early-stage soil geochemical and rock sampling programmes at the property, as well as
geophysical surveys. During the first quarter of 2005, the Company commenced pre-drilling activities including the
establishment of a 16-man tent camp, and the start of a programme of detailed mapping, rock sampling, soif
sampling for geochemical analyses, and prospecting. Surface sampling results are favourable, indicating the
occurrence of gold mineralization at a number of Jocations on the property, and the likelihood of additionat
discoveries.

Cumulative exploration expenditures to June 30, 2005 were $336,373 This includes $400,000 in acquisition costs
recorded during the year ended December 31, 2004 upon the issuance of 1,000,000 shares from treasury with a
deemed value of $0.40 per share, as required by the terms of the Tucumachay Agreement.

Fox Property

The Company owns outright and intends to explore further certain claims in British Columbia (South Fox). These
claims are adjacent to the southern portion of the property that the Company had under option in 2004, which the
Company wrote off in 2004. During the year ending December 31, 2004, the Company undertook geological
mapping and geochemical surveys on the South Fox property. There was no work done on the property in the
current period. Cumulative expenditures on these retained claims to June 30, 2005 were $55,354.




Red Option

By an agreement made effective September 3, 2004, the Company has an option to acquire the Red Property,
located in north-central British Columbia.

Under the terms of the option, Gitennes may acguire a 100% interest in the property subject to meeting certain
financia! obligations that include a first-year commitment to pay $20,000 cash (paid), issue 50,000 shares (issued)
and spend $100,000 (incurred). Thereafter, the Company may, at its option, make additional yearly cash and
share payments before July 15, 2008 that total an additional $180,000 and 200,000 shares. Prior to July 15, 2010
the Company must also have met a schedule of additicnal aggregate expenditures totalling a further $2 million.
Upon vesting, the Red Property will be encumbered with a 1.5% net smelter returns royalty that is capped at a
maximum pay-out value of $12 million. :

The Company entered into an agreement with Buffalo on April 15, 2005 whereby Buffalo may earn a 60% interest
in Gitennes’ Red Property. Under the terms of the agreement, Buffalo may acquire a 60% interest subject to
meeting certain financial obligations that include a first-year commitment to pay $30,000 cash (Note 77) and incur
$200,000 in exploration expenditures, with cumulative expenditures totaling $600,000 before April 15, 2007.
Thereafter, exploration at Red will be done in joint venture, with Gitennes owning a 40% interest in the project.

After vesting, Buffalo must make annual property payments to the underlying vendor totaiing $150,000, and
Gitennes will issue the remaining three tranches of shares to the vendor totaling 150,000 shares. Prior to July 15.
2010 the companies must also have met their pro-rala share of scheduled aggregate expenditures totaling
approximately $1 million. Upon the joint venture vesting, the Red Project will be encumbered with a 1.5% net
smelter returns royalty with a maximum pay-out value of $12 million.

Liquidity

The Company's cash and cash equivalents decreased by $462,414 during the period ending June 30, 2005,
which is due to the addition of proceeds from the Company's recently closed private placement (see “Outstanding
Share Data”} less cash used in operating and exploration activities for the period. As at June 30, 2005, cash and
cash equivaients totalled $1,026,063 compared to $563,649 at December 31, 2004. Working capital as at June
30, 2005 lotalled $1,003,239 compared to $559,282 at December 31, 2004,

The Company has no long-term debt, capital lease or purchase obligations, and its only operating leases are with
respect to office prernises. in Vancouver, the Company has a five-year lease on office and storage space that
expires on October 31, 2010. The current monthly fee is $1,921 plus operating expenses, increasing to $2,034
effective November 1, 2005. In Lima, Peri, the Company's affiliates lease office space for US$1,150 per month
on a rental agreement that is renewed annually in November.

Capital Resources

As at the date hereof, the Company has met the current terms of its option agreements. The Company has
significant expenditure requirements to meet if it elects to earn its interest in the Red and Tucumachay properties;
therefore, the Company wili have to raise additional funds at some time in the future in order to meet the future
terms of its option agreements.

Related Party Transactions |
During the period, the Company incurred $36,744 (2004 - $22,593) in legal fees with a law firm in which a director

of the Company is a partner. Accounts payable and accrued liabilities includes $5,181 {(December 31, 2004 -
$1,603) payable to this firm.




Outstanding Share Data

In May 2005, the Company completed a private placement of 3,400,000 units at a price of $0.45 per unit for gross
proceeds of $1,530,000. Each unit is comprised of one common share and one-half common share purchase
warrant. Each whole warrant entitles the helder to purchase one common share at a price of $0.55 for a period of
twelve months after closing. The expiry date of the warrants may be accelerated if the closing price of the
Company's shares exceeds $1.10 for twenty consecutive business days. The Company paid finders fees,
commissions, and legal costs totaling $89,993 and issued 171,610 broker warrants having the same terms as the
private placement warrants.

The authorized capital of the Company consists of an unlimited number of common shares without par value. As
at June 30, 2005, the number of issued and outstanding common shares was 34,372,831 (40,545,441 on a
diluted basis).

As at the date hereof, the number of issued and outstanding common shares was 34,422 831 (40,585,441 on a
diluted basis). The increase is due to the issuance of 50,000 shares under the Red option agreement (see
“Subseguent Events”).

The Company has a fixed stock option plan. As at June 30, 2005, there were 3,380,000 stock options granted to
directors and officers of the Company and its affiliates, and 570,000 stock options granted to employees or long-
term contractors, for a total of 3,850,000 as follows:

Options Exercise Price Expiry Date
Outstanding
900,000 $0.15 October 1, 2007
370,000 $2.80 March 30, 2008
520,000 30.13 May 4, 2008
750,000 $0.355 April 21, 2009
180,000 $0.40 July 21, 2009
550,000 $0.47 April 1, 2010
80,000 $0.30 November 10, 2010
400,000 $0.40 March 9, 2011
200,000 $0.47 March 18, 2015
3,950,000

At June 30, 2005, the following warrants were outstanding:

Warrants
Outstanding Exercise Price Expiry Date
351,000 $0.46 August 18, 2005
1,700,000 . $0.55 May 18, 2006
. 171,610 $0.55 May 18, 2006
2,222 610

Critical Accounting Estimates

Stock-based Compensation

The Company has adopted the recommendations of CICA Handbook Section 3870, “Stock-Based Compensation
" and Other Stock-Based Payments®, which requires that all stock-based awards made to employees and non-

employees be measured and recognized using a fair value based method. The Company uses the Black-Scholes

Ogtion-Pricing Modei {o estimate stock-based compensation.

Changes in Accounting Policies

There were no changes or adoptions of new significant policies in the period.




Financial Instruments and Other Instruments

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, and accounts
payable. It is management's opinion that the Company is not exposed to significant interest or credit risks arising
from these financial instruments and that the fair value of these instruments approximates their carrying values.

At June 30, 2005 the Company held currency totalling US$292,588, which is exposed to currency risk given
fluctuations in the prevailing exchange rates between the Canadian and United States dellar.

Risk and Uncertainties

The business of exploration and mining is risky and there is no assurance that current exploration programmes
will eventually result in profitable mining operations. The recoverability of money spent on the resource properties
is dependent upon various factors. These include actually discovering a potentially economic mineral deposit and
then transforming the deposit into ore reserves through a series of stringent technical programmes. Following
upon this is the ability of the Company to obtain all necessary financings to complete the development of a
property and place it into commercial production. The Company must also raise funds for corporate and
administrative expenses. While the Company has been successful in the past at raising funds, there can be no
assurance that it will continue to do so.

The mineral industry is intensely competitive and there are inherent risks in all its phases. The Company
competes with other companies, many of which have greater financial resources and experience. Metal prices are
volatile and cannot be controlled.

The Company has nc mining operations and its mineral projects are at an early stage. it is therefore exposed to
many risks common to comparable companies, including undercapitalization, cash shortages and limitations with
respect to persennel, financial and other resources and the lack of revenues.

The interim consolidated financial statements for the period ending June 30, 2005 have been prepared on the
basis of accounting principles applicable to a going concern. The assumption is that the Company will continue in
operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of operations. Excepting the quarters ending March 31, 2004 and December 31, 2003, the Company has
consistently reported operating losses. The Company has limited financial resources, no source of operating cash
flow, and no assurances that sufficient funding will be available to further explore and develop its mineral property
projects, or to cover the overhead costs necessary to maintain a public company.

The Company's exploration activities outside of Canada make it subject to foreign currency fluctuations and this
may affect the Company's financial position and resuits of operations. The Company does not engage in currency
hedging activities. It does maintain some funds in US dollar accounts until such time as the funds are drawn upon.

The government of Perli has implemented a royalty scheme on mining operations. The Company befieves that
this royalty does not impact significantly on operations at this stage of the Company’s development.

Susequent Events

Subsequent to June 30, 2005, the Company issued 50,000 shares, made the cash payment of $30,000 required
under the Red property opticn agreement and received $30,000 from Buffalo Gold.

Approval

The Board of Directors of the Company has approved the disclosure contained in this interim MD&A. A copy of
this interim MD&A wili be provided to anyone who requests it.

Additional Information

The Company's publicly filed documents are available on the Company's website or on SEDAR at
www.sedar.com.




Cautionary Nota

Certain statements included herein constitute “forward-looking statements”. Such forward-looking statements involve known
and unknown risks, uncertainties and other factors that may cause the actual results, performance or achievements of the
Company or of the mining industry to be matenally different from future resuits, performance or achievements expressed or
implied by these forward-looking statements. There can be no assurance that such statements will prove accurate, as actual
results and future events could differ matenally from those anticipated in such statements. Accordingly, readers are cautioned
not to place undue reliance on forward-looking statements. All current and subsequent written and oral forward-looking
statements attributable to the Company or persons acting on its behalf are expressly qualified in their entirety by this notice.
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INTERIM CONSOLIDATED FINANCIAL STATEMENTS

MARCH 31, 2005

{Unaudited)

MANAGEMENT COMMENT

These interim consolidated financial statements for the three months ended March 31, 2005 of Gitennes
Exploration Inc. have been prepared by management and have not been subject to review by the
Company's auditors.




Gitennes Exploration Inc.
Interim Consolidated Balance Sheets

Statement 1

{Unaudited)
Canadian Funds
ASSETS As at As at
March 31 December 31
2008 2004
Current .
Cash and cash equivalents } $ 196,729 $ 563,649
Accounts receivable 21,628 27,867
Prepaid expenses 8,845 5,979
Due from joint venture partner (Note 4g) 20,661 20,559
248,863 618,054
Mineral Properties (Note 4) 2,351,061 2,156,366
Property, Plant and Equipment (Nots 5 68,094 69,105
$ 2,668,018 $ 2,843,525
LIABILITIES
Gurrent
Accounts payable and accrued liabilities (Note 8) $ 94,285 3§ 58,772
Continued Operations (Note 1)
SHAREHOLDERS’ EQUITY
Share Capital (Note 6) 25,715,811 25,715,811
Contributed Surplus (Note 6b) 663,383 357,454
Deficit - Statement 2 (23,802,461) {23,288,512)
2,576,733 2,784,753
$ 2,668,018 % 2,843,525

ON BEHALF OF THE BOARD:

‘Jerry D. Blackwelf", Director
JERRY D. BLACKWELL

“Ken Booth”, Director
KEN BOOTH

- See Accompanying Notes -




Gitennes Exploration Inc.

Interim Consolidated Statements of Income (Loss) and

Deficit
For the Three Months Ended March 31
{Unaudited)
Canadian Funds
2005 2004
Expenses ’
Audit, accounting, legal and professional fees $ 33,802 38,509
Amortization 2,673 4,380
Filing, transfer fees and investor relations 76,144 38,818
Interest and bank charges 835 668
Office rent, utilities end miscellaneous 28,303 27,283
Stock-based compensation (Note 6e) 305,929 -
Salaries and benefits 51,887 58,255
Travei 3,746 3451
Loss Before the Undernoted {503,320) (171.604)
Other Income (Expense)
Foreign exchange gain (loss) 3,276 (23,531)
Gain on sale of marketable securities (Note 7 . 431,267
General exploration {14,450) (9,674)
Interest and other income 545 275
Income {Loss) for the Period (Note 9) (513,949) 226,733
Deficit — Beginning of period (23,288,512) {21,579,599)
Deficit - End of Period $  (23,802,461) (21,352,866)
Eamings (Loss) Per Share — Basic and Diluted $ (0.02) 0.01
Weighted-Average Number of Shares Outstanding 30,972,831 28,987,096

- See Accompanying Notes -




Gitennes Exploration Inc. Statement 3

Interim Consolidated Statements of Cash Fiows
For the Three Months Ended March 31

{Unaudited)
Canadian Funds

2005 2004
Cash Flows from Operating Activities )
Net income {loss) for the period $ {513,949) $ 226,733
ltems not affecting cash
Amortization 2,673 4,380
Gain on sale of marketable securities - (431,267)
Stock-based compensation 205,929 -
{205,347) (200,154)
Changes in non-cash working capital items
Accounts receivable 6,239 (19,184)
Prepaid expense ' (3,866) 1,200
Due from joint veniure partner (102) 8,578
Accounts payable and accrued fiabilities 32,513 (120,867)
_(170,563) (330,437)
Cash Flows from Financing Activities
Net proceeds from issuance of common shares - 2,800
Casn Flows trom Investing Activities
Mineral propeities expenditures (194,695) (33,754)
Proceeds from saie of marketable securities - 633,321
Purchase of capital asseis (1,662) (319)
{196,357) 599,248
Net Increase (Decrease) in Cash and Cash Equivalents (366,920) 271,611
Cash and cash equivalents - Beginning of period 563,648 1,610,166
Cash and Cash Equivalents - End of Period $ 196,729  § 1,881,777
Supplemental Cash Flow Infqrmation
During the pericd, the Company conducted the following
nen-cash transacticns:
Stock-based compensatior - contributed surplus $ 305,929 § -
Mineral properties acquired through the issuance of shares $ -3 14,000

- See Accompanying Notes -




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
March 31, 2005

{Unaudited)

Canadian Funds

1. Continued Operations

The Company, considered to be in the exploration stage, is in the process of expioring several
mineral properties in Canada and Peru. The Company has not yet determined whether these
properties contain economic reserves.

The business of mining and exploration involves a high degree of risk and there can be no assurance
that current exploration programs will result in profitable mining operations. The Company has no
source of revenue, and has significant cash requirements to meet its administrative overhead and
maintain its mineral interests. The recoverability of amounts shown for resource properties is
dependent upon several factors. These include the discovery of economically recoverable reserves,
the ability of the Company to obtain the necessary financing to complete the deveiopment of these
properties, and future profitable production or proceeds from disposition of mineral properties. Also,
the Company will have to raise additional funds for future corporate and administrative expenses and
to undertake further =xploration and development of its mineral properties. While the Company has
been successful in the past at raising funds, there can be no assurance that it will be able 1o do so in
the future.

These consolidated financial statements have been prepared on a going concem basis, which
assumes that the Company will be able to realize its assets and discharge its liabilities in the normal
course of business for the foreseeable future. These consolidated financial statements do not include
adjustments that would be necessary should the Company be unable to continue as a going concern.

2. Accounting Policies

a) Basis of Consolidation

The accompanying unaudited interim consolidated financial statements are prepared in
accordance with accounting principles generally accepted in Canada and include the accounts of
the Company and its significant wholly-owned subsidiaries, Castle Keep Ltd., Torre International
Holdings L.td., Gitennes Exploraciones Peru S.A. and Compania Minera Seis Rics S.A. All of the
Company's wholly-owned subsidiaries are accounted for under the purchase method.

These interim financial statements also include the accounts of Oromaliqui Gold Corp., in which
the Company has a 50% interest pursuant to a joint venture agreement and its wholly-owned
subsidiary, Minera Corimalqui S.A. The Company accounts for its interest in the joint venture
under the proportionate consolidation method of accounting. Under tnis methad, the Company
records its proportionate share of revenues, expenses, liatililies 2nd assets of the joint venture.
The only material asset of the joint venture is the Urumalqui property (Note 4g).

b) Basis of Presentation

The accompanying unaudited interim consolidated financial statements are prepared in
accordance with generally accepted accounting principles {"GAAP") in Canada. They do not
include all of the information and disclosures required by Canadian GAAP for annual financial
statements. In the opinion of management, all adjustments considered necessary for fair
presentation have been included in these financial statements. These interim consolidated
financiai staternents follow the same accounting policies and methods of their applicatior as the
most recent annual financial statements and should be read in conjunction with the Company’s
consolidated financial statements including the notes thereto for the year ended December 31,
2004.




Gitennes Exploration Inc.

Notes to Interim Consolidated Financial Statements
March 31, 2005

(Unaudited)
Canadian Funds

3. Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, due
from joint venture partner, and accounts payable. Unless otherwise noted, it is management’s opinion
that the Company is not exposed to significant interest, currency or credit risks arising from these
financial instruments. The fair value of these financial instruments approximates their carrying values,
unless otherwise noted. At March 31, 2005, the Company held currency totalling US$162,807, which
is exposed to currency risk given fluctuations in the prevailing exchange rates between the Canadian
and United States dollar.

4. Mineral Properties

a) Details of mineral property activities are as follows:

Canada Pery
Bear and
Fox Badger Esten Rio Seco La Chivona Urumalqui Tucumachay  Other Total
December 31, 2003 $597.603  $253.871  $23,294 $251312 $146,935 $528588 § - $104,945 $1,906,548
Acquisition costs ) - 14000 . - . - - - 14,000
Deferred Expenditures -
Administration 41 641 a1 . - 248 - - 971
Assays - . . . - - . . .
Consuting geology - 2213 - 2,592 7.430 2,703 - - 15,098
Drilling . . - - - . . . .
Geophysics - - - - - - - - -
Govemment taxes . - .- 3,625 10,087 3,973 - - 17,685
Tenure - - - - - - - - -
Topographic survey - - - - - - - - .
Total additions during the period 41 16,854 41 6,317 17,577 6924 - - 47,754
March 31, 2004 $697.644 $270,725 $23 335 $257.629 $164,512  $535512 § - $104,945 $1,854,302
Canada Peru
Fox Red Esten Rio Seco La Chivona_Urumalqui Tucumachay  Other Total
December 31, 2004 $55,354 $384,022 $ - $258,205 $160,774 $733,038  $503,805 $61,168 $2,156,366
Defermed Expenditures
Administration . - - . - 2,184 1,846 233 4371
Assays - - - . - - 7,529 275 7,804
Consulting geology - 11,383 - 663 - 7,490 56,011 - 75,517
Oomicile - - - - - - 70,418 - 70,418
Driling - - - - - - - - -
Environmental & Social License - - - - - - 5,031 - 5,031
Geophysics - - - - - 5725 248 - 5,973
Govemment taxes - - - 220 - 466 18,320 - 19,006
Tenure - 41 - - - - 6,534 - 6,575
Topographic survey - - - - - - . . .
Total additions during the period - 11,394 - 883 - 15,865 166,039 514 194,695

March 31, 2005 $55,354 $395416 § - $259.088 $160,774  $748,.903  $669,844 $61,682 $2,351,061




Gitennes Exploration Inc.
Notes to Interim Consolidated Financial Statements
March 31, 2005

(Unaudited)
Canadian Funds

4. Mineral Properties - Continued

b)

¢}

d)

e)

Cumuiative mineral costs are as follows:

March 31 December 31
Acquisition Expioration 2005 2004

Canada
Fox, B.C. $ [ ] 56354 § 85354 § . 55,354
Red, B.C. 44,306 351,110 395416 384,022

Peru

Rio Seco - . 259,088 259,088 258,205
La Chivona 35,563 125,211 160,774 169,774
Urumalqui 87,329 661,574 748,903 733,038
Tucumachay 400,000 269,844 669,844 502,805
Other 9,456 52,226 61,682 61,168
$ 576654 § 1774407 § 2,351,061 $ 2,156,366

Fox, B.C., Canada

The Company owns a 100% interest in certain mineral claims located in British Columbia known
as the Fox property.

Red, B.C., Canada

By an agreement made effective September 3, 2004, the Company has an option to acquire the
Red Property, located in noith-central British Columbia.

Under the terms of the option, Gitennes may acquire a 100% interest in the property subject lo
meeting certain financial obiigations that include a first-year commitment to pay $20,0C0 cash
(paid), issue 50,000 shares (issued) and spend $100,000 (incurred). Thereafter, the Company
raay, at its option, make additiona! yearly cash and share payments before July 1%, 2008 that
totai an additional $180,000 and 200,000 shares. Prior to July 15, 2010 the Company must also
have met a schedule of additional aggregate expenditures totalling a further $2 million. Upon
vesting, the Red Property will be encumbered with a 1.5% net smeiter returns royalty that is
capped at a maximum pay-out value. of $12 million.

Subsequent to March 31, 2005, the Company entered into a Letter of Intent to option 60% of this
option tc another Company (Note 11).

Rio Seco, Peru

The Company acquired, by staking, the Rio Seco property in 1999. It is located 300 kilometres
north of Lima, near the Pan American Highway.

La Chivona, Peru

The Company acquired, by staking, a 7,600 hectare property near the coastal city of Chiclayo.
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4. Mineral Praperties — Continued

g)

h)

Urumaiqui, Peru

Under the terms of a joint venture agreement dated December 31, 2003 with Meridian Gold Inc.
("Meridian"), Gitennes and Meridian have each agreed to jointly develop the Urumalqui property.
Each company agreed to aliocate at least US$125.000 per annum for a three-year period of
expleration, during which the Company will manage the project. Once cumulative aggregate
expenditures reach US$750,000, project expenditures will increase to US$500,600 per company
and Meridian will have the option to become the project manager.

Under the terms of the joint venture agreement, the Company and Meridian each contributed
concessions covering approximately 2,700 hectares in total for their initial participating interests
of 50% each.

Tucumachay, Peru

Under a letter of intent dated June 30, 2004 with Inmet Mining Corp. (*Inmet’) the Company may
acquire a 100% interest in the 2,300-hectare Tucumachay property by:

i) Issuing 1,000,000 shares to Inmet (issued),

i) Committing to a first year expenditure of US$600,000, to be incurred on the property before
December 31, 2005; and

i) At the Company's option, making total exploration expenditures of US$1,600,000 by
December 31, 2008.

Subsequent to vesting, Inmet may, at its option, regain a 60% interest in the preperty by spending
three times the amount of the Company's investment once the Company has drilled 12,000
metres.

Other Properties

During the current and prior year, the Company staked various claims in Peru. All of the claims
are held 100% by the Company.

Virgen, Peru

During the year ended December 31, 2001, the Company sold its interest in the Virgen property
and wrote off ali remaining costs associated with the project. Pursuant to the terms of the sale
agreement, the Company retains a 2% net smelter retum royalty, payable when aggregate gold
production from the property exceeds 145,000 ounces.

5. Property, Plant and Equipment

Details are as follows:

March 31 December 31

2005 2004

Accumulated Net Book Net Book

Cost Amortization Value Vaive

Computer equipment $ 93,495 § 65139 § 2835 § 29,848
Furniture and fixtures 66,173 54,220 11,953 12,582
Equipment 40511 12,726 27,785 26,675

$ 200179 $ 132085 § 68,094 § 69,105
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6. Share Capital

a) Issued & Outstanding

Authorized: An unlimited number of common shares without par value.

Shares Amount
Balance — December 31, 2004 and
March 31, 2005 30,972,831 $ 25,715,811
b) Contributed Surplus
Details are as foliows:
Batance — December 31, 2004 $ 357,454
Stock-based compensation (Note 6e) 305,929
Balance — March 31, 2005 $ 663,383

¢

Stock Options

The Company has a fixed stock option plan. Under the terms of the plan, the Company may grant
options to its directors, employees, and other service providers to purchase up to 4,500,000
shares. The Board of Directors determines the exercise price per share and the vesting period
under the plan.

During the period ended March 31, 2005, the change in stock options outstanding was as follows:

Shares
Options outstanding - December 31, 2004 3,200,000
Granted 750,000
Options outstanding — March 31, 2005 3,950,000
. All options outstanding at March 31, 2005 have vested.
At March 31, 2005, the following stock options are outstanding:
Options Exercise Expiry Date
Outstanding Price
900,000 $0.15 October 1, 2007
370,000 $2.80 March 30, 2008
520,000 30.13 May 4, 2008
750,000 $0.355 April 21, 2009
180,000 $0.40 July 21, 2009
550,000 $0.46 March 31, 2010
80,000 $0.30 November 10, 2010
400,000 $0.40 March 9, 2011
200,000 $0.47 March 18, 2015

3,950,000
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6. Share Capital - Continved
d) Warrants

As at March 31, 2005 there were share purchase warrants outstanding entitling the holders to
purchase 351,000 common shares at a price of $0.46 per share on or before August 19, 2005.

e} Stock-Based Compensation

During the period, the Company issued 550,000 five-year options to directors, officers, and
employees with an exercise price of $0.46 per option and issued 200,000 ten-year options to a
director at an exercise price of $0.47 per option. The estimated fair value of stock-based
. compensation of $305,929 has been recorded in the accounts ¢f the Company. The weighted
average grant-date fair value of options granted is $0.41. This value is estimated at the date of
the grant using the Bfack-Scholes Option-Pricing Mode! with the following weighted average

assumptions;
Risk-free interest rate 3.90%
Expected dividend yield 0.60%
Expected stock price volatility 92%
Expected option life in years 6.33

The Black-Scholes Option-Pricing Mode! was created for use in estimating the fair value of freely
tradabte, fully transferable options. The Company's employee stock options have characteristics
significantly different from those of traded options, and because changes in the highly subjective
input assumptions can materally affect the calculatad values, management believes that the
accepted Black-Scholes model does not necessarily provide a reliable measure of the fair value
of the Company’s stock option awards.

7. Marketable Securities

Ouring the period ended March 31, 2004, the Company disposed of 112,092 Monterrico common
shares for proceeds of $633,321 and recognized a gain on sale of $431,267.

8. Related Party Transactions

During the period, the Company incurred $18,000 (2004 - $7,534) in legal fees paid to a law firm in
which a director of the Company is a partner.

Accounts payable and accrued liabilities includes $18,422 {December 31, 2004 - $1,603) payable to
directors of the Company and to a law firm in which a director of the Company is a partner.
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9. Income Taxes

The Company operates in several tax jurisdictions and is subject to varying rates of taxation. In
addition, the Company has varicus non-capital tax losses and deferred exploration expenditures that
are available for carry forward to reduce taxable income of the current and future years. Details of

income tax expense for the period is as follows:

2005 2004

Income (loss) before income taxes for accounting purposes $ {543,949) $ 226,733
Adjustments for differences between accounting and taxable
income:

Amortization 2,873 4,380

Unreatized foreign exchange (gains) losses {3,276) 23,531
Consolidated income (icss) for tax purposes (514,552} 254 644
Tax rate 35.6% 35.6%
Expected tax expense (recovery) for the period (183,181) 90,653
Reductions in tax (recovery) due to:

Application of loss carry-forwards . {80,653)

Valuation allowance 183,181 -
Tax expense {recovery) for the period - % -

The Company’s Canadian non-capital loss carry-forwards expire betwveen 2005 and 2011 while the
Canadian exploration expenditures may be carried forward indefinitely. The iosses available to the
Company iri Peru expire four years after the attainmant of profitable commercial operations in Peru.

10. Segmented information

The Company’s business consists of mineral exploration and development. Details on geugraphic

segments are as follows:

Income Capita) Identifiable
March 31, 2005 (Loss) Assets Assets
Canada $ (481,314) 40,309 $ 526,738
British Virgin Islands (222) - 49,238
Peru {32,413) 27,785 2,002,043
Total $  (513.949) 68,094 $ 2,668,018
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11. Subsequent Events

Red Property

The Company entered into an agreement with Buffalo Gold Ltd. (“Buffalo”) on April 15, 2005 whereby
Buffalo may earn a 60% interest in Gitennes' Red Property. Under the terms of the agreement,
Buffalo may acquire a 60% interest subject to meeting certain financial obligations that include a first-
year commitment to pay $30,000 cash and incur $200,000 in exploration expenditures, with
cumulative expenditures totaling $600,000 before April 15, 2007, Thereafter, exploration at Red will
be done in joint venture, with Gitennes owning a 40% interest in the project.

After vesting, Buffalo must make annua! property payments to the underlying vendor totaling
$150,000, and Gitennes will issue the remaining three tranches of shares to the vendor totafing
150,000 shares. Prior to July 15, 2010 the companies must also have met their pro-rata share of
scheduled aggregate expenditures totaling approximately $9 million. Upon the joint venture vesting,
the Red Project will be encumbered with a 1.5% net smelter returns royalty with a maximum pay-out
value of $12 million. The agreement is subject to requlatory approval.

Private Placement

On April 22, 2005, the Company announced that it intends to compiete a private ptacement of
between 2,300,000 and 3,400,000 units at a price of $0.45 per unit for gross proceeds of up to
$1,530,000. Each unit will be comprised of one common share and one-haif conimon share
purchase warrant. Each whole warrant will entitie the holder to purchase one common state at a
price of $0.55 for a period of twelve months after closing. The expiry date of the warrants may be
accelerated if the closing price of the Company's shares exceeds $1.10 for twenty consecutive
business days. The private placement is subject to regulatory approvai. At the Company’s discretion
and subject to acceptance by the Toronte Steck Exchange, the Company may pay finder's fees in
cash, securities, or a combination thereof.
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Management's Discussion and Analysis supplements, but does not form part cf, the unaudited interim
consolidated financial statements of the Company and the notes thereto for the period ended March 31, 2005,
Consequently, the information set forth below should be read in conjunction with the unaudited interim
consolidated financial statements for the period ended March 31, 2005 and related notes therein, which have
been prepared in accordance with Canadian generally accepted accounting principles.

Additional informaticn, including audited consolidated financial statements, and the notes thereto, for the year
ended December 31, 2004, carn be found on SEDAR at www.sedar.com.

Description of the Business

Gitennes Exploration Inc. (the “Company”) is in the business of explering for mineral deposits in Canada and
Pert. The Company acquires properties directly by staking or through option agreements with prospectors or
other exploration companies. The Company is also committed to developing new projects through regional
reconnaissance, property examinations and by liaison with a network of industry contacts. None of the properties
that the Company currently owns or holds under option have been adequately explored to prove the existence of
ore reserves.

Overview

The Company's primary focus is the exploration for gold and silver deposits in Peru, followed by copper, gold and
other base metals in Canada. During the quarter ending March 31, 2005, the Company continued its pre-drilling
field work at the Tucumachay project in Central Pert. The Tucumachay project is subject to a letter of intent
dated June 30, 2004 with Inmet Mining Corp. During the year ending December 31, 2004, the Company's 50%
affiliate, Minera Corimalqui S.A. (“Corimalqui”), completed a second drilling programme at the Urumalqui property
in northem Peru. There was no field activity at Urumalqui during the quarter ending March 31, 2005, the time
given over instead to reporting and project planning. Also during the year ending December 31, 2004 the
Company undertook field work, including drilling, at its Red Property in Northern BC. There was no field work at
the Red Property during the first quarter of 2005. Elsewhere in Canada during the year ending December 31,
2004, the Corpany undertook fieldwork at the Badger and Esten properties. The Company elected to discontinue
exploration on the Bear/Badger, Esten and Garden-Obonga properties and on that pertion of the Fox Property
subject to the “Fox Option Agreement”, and did not exercise the respective options. Expenditures incurred on
these properties were written-cff as of December 31, 2004 (see “Resulls of Operations™).

During the quarter ending March 31, 2005, the Company issued two news releases:

March 17, 2005: Technical update on Tucumachay and Urumalqui projects.
March 31, 2005: Board appointment.

Overall Performance

Unless noted otherwise, all figures are in Canadian dollars.

The Company's cumulative resource property costs to March 31, 2005 were $2,351,061, which is up from the
cumulative balance of $2,156,366 as at December 31, 2004. The increase for the period includes current

additions of $194,695 in expenditures, $166,039 of which was incurred on the Tucumachay property (see
"Resuits of Operations®).




The Company recorded a loss of $513,949 for the period ended March 31, 2005. The loss includes the
Company's normal operating and administrative expenses of $197.391 plus non-cash stock-based compensation
expense of $305,929 for the quarter (see “Results of Operations”.

Financial Data for the Last Eight Quarters

Three Months Mar 31, Dec 31, | Sept30, Jun 30, ‘ Mar 31, l Dec 31, ‘ Sept30, | Jun 30,
Ended 2005 2004 2004 2004 2004 2003 2003 2003
Total Revenues $Nil SNl $Nil $Nil SNl $Nil SNif SNl
Income (loss) before

Extraordinary items | (513,.949) | (225,071) | (306,534) | (1.404,041) | 226,733 157,938 | (180,754) | 1,508,579
Net income (loss) (513,949) | (225,071) | (306,534) | (1,404,041) | 226,733 157,938 | (180,754) | 1508579
Income (loss) per

share (0.02) (0.01) 0.01) (0.04) 0.01 0.01 0.01) o.osj

The Company has no operating source of revenue; however, from time to time it may sell its interests in mineral
properties. In addition to the normal expenses associated with its exploration and administrative activities, the
Company recorded the following infrequent or non-recurring transactions that produced significant variances in its
operating resuits:

During the quarter ended June 30, 2003, the Company recorded a gain of $1,893,988 on the sale of its interest in
the Rio Blanco property. As part of the sale proceeds of Rio Blanco, the Company received shares of the
purchaser, which it later sold resulting in gains of $497,277 and $431,267 for the quarters ending December 31,
2003 and March 31, 2004 respectively. During the quarter ended June 30, 2004, the Company recorded a write-
down of $957 364 upon abandoning the Bear/Badger, Garden-Obonga properties in Ontario, and the claims of
the Fox project (British Columbia) that were subject to an option agreement. Additional significant items include
non-cash stock-based compensation of $228,736 and $305,929 recorded in the quarters ending June 30, 2004
and March 31, 2005 respectively.

After factoring in the effect of these transactions, the operating results remain reasonably consistent among the
quarters presented.

Results of Operations
Expenses
A summary of the Company’s significant expense items for the quarter is as follows:

Period ended March 31

2005 2004
Audit, accounting, legal & professional fees $33,803 $38,609
Filing, transfer fees & investor relations $76,144 $38,918
Office rent, utilities & misceflaneous $28,303 $27,283
Salaries & benefits $51,887 $58,265
Stock option compensation $305,929 $Nil
General expicration $14,450 $9,674
Foreign exchange loss (gain) ($3,276) $23,531

Audit, accounting, lega! and professional fees to March 31, 2005 are consistent with those cf the prior period.

Filing, transfer fees and investor relations expenses to March 31, 2005 are higher than those for the same quarter
in 2004. The increase for the 2005 quarter is due to the increasing costs related to the preparation and filing of
forms, rerorts and shareholder materials as required to meet the Company's continuing disclosure obligations.
Also during the quarter ending March 31, 2005 the Company engaged in more investor relations activities than in
the comparative quarter, including a one-day booth at the Cordilleran Round-up in Vancouver and an open house
during the Prospectors and Developers Convention in Toronto. Office rent, utilities and miscellaneous costs for
the quarter ending March 31, 2005 are consistent with the comparative quarter.




Salaries and benefits for the period ending March 31, 2005 are consistent with the same quarter in the prior year.

General exploration expenses fluctuate from quarter to quarter depending upon the time spent by employees and
consultants on project development and reconnaissance, which is a function of the status of the Company's own
resource properties. General exploration costs were lower for the 2004 quarter compared to the quarter ending
March 31, 2005 due to the increased off-property reconnaissance conducted in Peru in 2005.

The Company maintains significant portions of its cash reserves in American dollars. The declining foreign
exchange losses reported for the quarters ending March 31, 2003 and 2004 reflect both the increase in the value
of the Canadian doliar compared to the United States dollar and the reduction of US cash held by the Company
over the past three years.

Properties
The Company has five mineral projects in Perti and two mineral projects in Canada. Work is supervised by

J. Blackwell, P.Geo, and J. Foster, P.Geo., qualified persons as defined in Nationa! Instrument 43-101. Selected
expenditure information on the Company's main projects is as follows:

Three months Twelve months Twelve months

Property March 31, 2005 | December 31, 2004 | December 31, 2003
Urumalqui Acguisition - - 66,754
Exploration 15,865 204,450 438,237

Cumulative 748,903 733,038 528,588

La Chivona Acquisition - - 35,563
Exploration - 13,839 111,372

Cumulative 160,774 160,774 146,935

Rio Seco Acquisition - - -
Exploration 883 6,893 146,723

Cumulative 259,088 258,205 251,312

Tucumachay Acquisition - 400,000 -
Exploration 166,039 103,805 -

Cumulative 669,844 503,805 -

Fox Acquisition - - -
Exploration - 14,287 8,741

Write-down - {556,536) -

Cumulative 65,354 55,354 597,603

Red Acquisition - 44,306 -
Exploration i 11,394 339,716 -

Cumulative 395,416 384,022 -

Urumalqui Property

The Urumalqui property is a joint venture between the Company and Meridian Gold Inc., through a 50% interest in
it's affiliate Minera Corimalqui. It is located in north-central Perd about 70 km east of the port city of Trujillo.
Gitennes' share of cumulative expenditures to March 31, 2005 is $748,903.

During the second quarter of 2004, contractors acting on behalf of Minera Corimalqui completed al! agreements
with local landowners and communities and the Company obtained its required drill permits. Drilling began during
the third quarter of 2004 and was completed December 2004. During the quarter ending March 31, 2005 the
Company completed a detailed compilation of its 2004 results, and devoted time and manpower to reporting and
project planning.

La Chivona Property

The Company has a 100% interest in La Chivona, located in riorthcoastal Perd. There was minimal exploration
activity on the property during the reporting period. Cumulative expenditures to March 31, 2005 were $160,774.




Rio Seca Property

The property is located in coastal, central Peru. There was no field exploration activity on the property during the
reporting period, however some time was spent re-evaluating the exploration possibilities given the strong
demand for molybdenum. Cumulative expenditures to March 31, 2005 were $259,088.

Lapidem Property

The property is located 55 km east of Trujillo in the Andes Mountains. No geological exploration occurred during
the year ending December 31, 2004, nor during the quarter ending March 31, 2005.

Tucumachay Property

The property is focated in the Andes Mountains of central Peru. On June 30, 2004 the Company signed a letter-
of-intent with inmet Mining Corp. (*Tucumachay Agreement’), under the terms of which the Company has an
option to earn an interest in the property. During the year ending December 31, 2004 the Company conducted
orientation, or early-stage soil geochemical and rock sampling programmes at the property, as well as
geophysical surveys. During the first quarter of 2005, the Company commenced pre-drilling activities including the
establishment of @ 16-man tent camp, and the start of a programme of detailed mapping, rock sampling, soil
sampling for genchemical analyses, and prospecting. Surface sampling results are favourable, indicating the
occurrence of gold mineralization at @ number of locations on the property, and the likelihood of additional
discoveries.

Cumulative exploration expenditures to March 31, 2005 were $669,844. This includes $400,000 in acquisition
costs recorded during the year ended December 31, 2004 upon the issuance of 1,000,000 shares from treasury
with a deemed value of $0.40 per share, as required by the terms of the Tucumachay Agreement.

Fox Property

The Company owns outright and intends to explore further certain claims in British Columbia {South Fox). These
claims are adjacent to the southern portion of the property that the Company had under option in 2004, which the
Company wrote off in 2004. During the year ending December 31, 2004, the Company undertook geological
mapping and geochemical surveys on the South Fox property. There was no wark done on the property in the
current quarter. Cumulative expenrditures on these retained claims to March 31, 2005 were $55,354.

Red Option

During the year ending December 31, 2004, the Company entered into an option agreement with respect to the
Red claims, a copper-gold prospect located in north-central British Columbia. During 2004, the Ccmpany
undertook a programme of geophysical surveys, geological mapping, core drilling and geocchemical surveys on
the property. During the quarter ended March 31, 2005 the Company and its consultants completed a series of
reports on the project and planned the 2005 field campaign. Cumulative expenditures to March 31, 2005 are
$395,416, which include the cost of acquisition. Subsequent to March 31, 2005, the Company signed an option
agreement with an unrefated exploration company in respect of the Red property (see “Subsequent Events™).

Liquidity

The Company’s cash and cash equivalents decreased by $366,920 during the quarter ending March 31, 2005,
which is due to uses of cash in operating and exploration activities for the pericd. As at March 31, 2005, cash and
cash equivalents totalled $196,729 compared to $563,648 at December 31, 2004. Working capital as at March
31, 2005 totalled $157 578 compared to $553,282 at December 31, 2004,

The Company has no long-term debt, capital lease or purchase obligations, and its only operating leases are with
respect to office premises. In Vancouver, the Company has a three-year lease on office and storage space that
expires on October 21, 2005 at a monthly fee of $2,115 plus operating expenses. In Lima, Peru, the Company's
affiliates lease office space for US$1,150 per month on a rental agreement that is renewed annually in November.




Capital Resources

As at the date hereof, the Company has met the current terms of its option agreement on the Red property, as
well as its joint venture obligation in respect of the Urumalqui property. The Company has significant expenditure.
requirements to meet if it elects to eamn its interest in the Red and Tucumachay properties; therefore, the
Company will have to raise additional funds during 2005 in order to meet the future terms of its option agreements
{see "Subseguent Events”).

Related Party Transactions

During the period, the Company incurred $18,000 (2004 - $7,534) in legal fees to a law firm in which a director of
the Company is a partner. Accounts payable and accrued liabilities includes $18,422 (December 31, 2004 -
$1,603) payable to this firm.

Outstanding Share Data

The authorized capital of the Company consists of an unlimited number of common shares without par value. As
at March 31, 2005 and the date hereof, the number of issued and outstanding common shares was 30,972,831
(35,273,831 on a diluted basis).

The Company has a fixed stock option plan. As at March 31, 2005, there were 3,380,000 stock options granted to
directors and officers of the Company and its affiliates, and 570,000 stock options granted to employees or long-
term contractors, for a total of 3,950,000 as follows:

Options Exercise Price Expiry Date
Qutstanding
900,000 $0.15 October 1, 2007
370,000 $2.80 March 30, 2008
520,000 $0.13 May 4, 2008
750,000 $0.355 April 21, 2009
180,000 $0.40 July 21, 2009
550,000 $0.46 March 31, 2010
80,000 $0.30 November 10, 2010
400,000 $0.40 March 9, 2011
200,000 $0.47 March 18, 2015
3,950,000

Critical Accounting Estimates

Stock-based Compensation

The Company has adopted the recommendations of CICA Handbook Section 3870, “Stock-Based Compensation
and Other Stock-Based Payments”, which requires that all stock-based awards made to employees and nen-
employees be measured and recognized using a fair value based method. The Company uses the Black-Scholes
Option-Pricing Model to estimate stock-based compensation.

Changes in Accounting Pclicies

There were no changes or adoptions of new significant policies in the quarter.




Financia! Instruments and Other instruments

The Ccmpany's financial instruments consist of cash and cash equivalents, accounts receivable, accounts
payable and amounts due from a joint venture partrer. It is management’s opinion that the Company is not
exposed to significant interest or credit risks arising from these financial instruments and that the fair value of
these instruments approximates their carrying values.

At March 31, 2005 the Company held currency totalling US$162,807, which is exposed to cumency risk given
fluctuations in the prevailing exchange rates between the Canadian and United States dollar.

Risk and Uncertainties

The business of exploration and mining is risky and there is no assurance that current exploration programmes
will eventually result in profitable mining cperations. The recoverability of money spent on the resource properties
is dependent upon various factors. These include actually discovering a potentially economic mineral deposit and
then transforming the deposit into ore reserves through a series of stringent technical programmes. Following
upon this is the ability of the Company to obtain ail necessary financings to complete the development of a
property and place it into commercial production. The Company must also raise funds for corporate and
administrative expenses. While the Company has been successful in the past at raising funds, there can be no
assurance that it will continue to do so.

The mineral industry is intensely competitive and there are inherent risks in all its phases. The Company
competes with other companies, many of which have greater financial resources and experience. Metal prices are
volatile and cannot be controlied.

The Company has no mining operations and its mineral projects are at an early stage. It is therefore exposed to
many risks common to comparable companies, including undercapitalization, cash shortages and limitations with
respect to personnel, financial and other resources and the lack of revenues,

The interim consolidated financial statements for the period ending March 31, 2005 have been prepared on the
basis of accounting principles applicable to a going concern. The assumption is that the Company will continue in
operation for the foreseeable future and will be able to realize its assets and discharge its liabilities in the normal
course of operations. Excepting the quarters ending March 31, 2004 and December 31, 2003, the Company has
consistently reported operating losses. The Company has limited financial resources, no source of operating cash
flow, and no assurances that sufficient funding will be available to further explcre and develop its mireral property
projects, or to cover the overhead costs necessary to maintain a public company.

The Company’s exploration activities outside of Canada make it subject to foreign currency fiuctuations and this
may affect the Company's financial position and results of operations. The Company does not engage in currency
hedging activities. it does maintain some funds in US dollar accounts until such time as the funds are drawn upon.

The government of Pert has implemented a royalty scheme on mining operations. The Cdmpany believes that
this royalty does not impact significantly on operations at this stage of the Company's development.

Subsequent Events
Red Property

Gitennes has entered into a letter of intent ("LOI") with Buffalo Gold Ltd. (“Buffalo”) whereby Buffalo may earn a
60% interest in Gitennes' Red Project. The Red Project is held under option by Gitennes (GIT news release dated
June 23, 2004).

Under the terms of the LOI, Buffalo may acquire a 60% interest subject to meeting certain financial obligations
that include a first-year commitment to pay $30,000 cash and spend $200,000, and a second-year option to make
cumulative expenditures totaling $600,000. Thereafter exploration at Red will be done in joint venture, with
Gitennes owning a 40% interest in the project.




After vesting, Buffalo must make yearly property payments to the underlying vendor totaling $150,000, and
Gitennes will issue the remaining three tranches of shares to the vendor. This will total 150,000 shares, issued
annually between now and July 15, 2008. Prior to July 15, 2010 the companies must also have met their pro-rata
share of scheduled aggregate expenditures totaling approximately $1 million. Upon the joint venture vesting, the
Red Project will be encumbered with a 1.5% net smelter returns royatty with a maximum pay-out value of $12
million. The agreement is subject to regulatory approval.

Private Placement

On April 22, 2005 the Company announced that it intended to complete a private placement of between
2,300,000 and 3,400,000 units at a price of $0.45 per unit for gross proceeds of up to $1,530,000. Each unit will
be comprised of one common share and one-half common share purchase warrant. Each whole warrant will
entitie the holder to purchase one common share at a price of $0.55 for a period of 12 months after closing. The
expiry date of the warrants may be accelerated if the closing price of the Company’s shares exceeds $1.10 for
twenty consecutive business days. The private placement is to accredited investors only, and is subject to
regulatory approval. The securities issued in this placement will be subject to a four-month hold pericd. The
Company further advised that insiders expressed interest in subscribing for up to 10% of the proposed placement.

At the Company's discreticr and subject to acceptance by the Torento Stock Exchange, the Company may pay
finder's fees payable in cash or securities or a combination thereof.

Approval

The Board of Directors of the Company has approved the disclosure contained in this interim MD&A. A copy of
this interim MD&A will be provided to anyone who requests it.

Additional Information

The Company's publicly filed documents are available on the Company's website or on SEDAR at
www.sedar.com.

Cautionary Note

Certain statetnents included herein constitute “forward-looking statements”. Such forward-looking statements involve knawn
and unknown fisks, uncerfainties and other factors that may cause the actual results, performance or achievements of the
Company or of the mining industry to be materially different from future results, psrfommance or achievements expressed or
implied by these forward-looking staternents. There can be no assurance that such statements will prove accurate, as actuat
results and future events could differ materially from those anticipated in such statements. Accordingly, readers are cautioned
not to place undue reliance on forward-ooking statements. All cumrent and subsequent written and oral forward-looking
statements attributable to the Company or persons acting on its behalf are expressly qualified in their entirety by this notice.
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ANNEX A

List of Documents published between January 1, 2005 and September 30, 2005

Japanese Language Documents

. Announcement of Plant Engineering business to become a subsidiary dated January 31,
2005 (Press release)
(Exhibit 1, Summary English translation attached)

. Flash financial results of the third quarter (on consolidated and non-consolidated basis)
dated February 4, 2005 (Press release)
(Exhibit 2, Summary English translation attached)

. Announcement of Director to change dated February 17, 2005 (Press release)

(Exhibit 3, Summary English translation attached)

. Extraordinary Report of resignation from representative director, which was filed with
the Ministry of Finance dated April 1, 2005
(Exhibit 4, Summary English translation attached)

Revision of the Outlook for Cash Dividend and Performance of the Parent Company for
Fiscal Year ended April 21, 2005 (Press release)
(Exhibit 5, Summary English translation attached)

Flash financial results for the year ended March 31, 2005 (on consolidated and
non-consolidated basis) dated April 28, 2005 (Press release)
(Exhibit 6, Summary English translation attached)

Notice of General Meeting of Shareholders dated June 6, 2005
(Exhibit 7, Summary English translation attached)

Resolutions of General Meeting of Shareholders dated June 28, 2005
(Exhibit 8, Summary English translation attached)



9. Annual Business Report to the Shareholders
(Exhibit 9, Summary English translation attached)

10. Annual Securities Report dated June28, 2005 which was filed with the Ministry of
Finance describing the Company's capital, management, business, financial statements
for the year ended March31, 2005 and other matters concerning the Company

{Exhibit 10, Summary English translation attached)
11. Flash financial results of the first quarter (on consolidated and non-consolidated basis)
dated July 29, 2005 (Press release)
(Exhibit 11, Summary English translation attached)

ENGLISH LANGUAGE DOCUMENT

12. Annual Report for the year ended March 31, 2005
(Exhibit 12)
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EXHIBIT 1
Kawasaki
January 2005

Kawasaki’'s Plant Engineering Business to Become a
Subsidiary

The Board of Directors of Kawasaki Heavy Industries, Ltd. (KHI),
decided at its meeting on January 31, 2005, to set up the Company’s
plant engineering business as a wholly owned subsidiary, Kawasaki
Plant Systems, Ltd. on April 1, 2005.

On April 1, 2005, Kawasaki Plant Engineering Co., Ltd., already a wholly
owned subsidiary of KHI, will merge with KHI’s plant engineering
business and be renamed Kawasaki Plant Systems, Ltd. The new
company will operate with a streamlined range of products that
demonstrate high profitability and competitive leadership. Additionally, it
will accelerate the process of achieving greater selectivity and focus in its
operations by concentrating corporate resources in product development
and marketing in the highly promising fields of environmental
preservation and recycling. The new company will also pursue greater
management agility and efficiency by capitalizing on its independent
corporate organization.

KHI’s plant engineering business has since the 1960s played a key role
in the upgrading of social and industrial infrastructure around the world in
such areas as steel, cement, chemicals, and electric power generation.
In light of weakened earnings over the past few years due to heated
price competition both in Japan and overseas, KHI has restructured its
plant engineering business under its medium-term business plan
established in November 2000. The set-up of Kawasaki Plant Systems is
aimed at accelerating these policies, with the goals of enhancing the
operating structure of the business in the face of a harsh market
environment and rapidly establishing a stabler business base.

KHI will provide management support—including business opportunities,
technology, and funds—to the new company. Simultaneously, KHI will
implement policies that fully demonstrate the collective strength of the
KHI Group, with the aim of further increasing the corporate value of the
Group as a whole.

Overview of New Company
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Kawasaki Business Activities http://www.khi.co.jp/ba/2005data/ba0501-01.html

(1) Name .
Kawasaki Plant Systems, Ltd.
(2) Business Design, construction, installation, maintenance, and sales of
various types of plants
3) Headguariers Chuo-ku, Kobe, Hyogo Prefecture, Japan
(4) Representative President and Representative Director Toshikazu Hayashi
(5) Directors
Chairman; Takehiko Saeki
President: Toshikazu Havashi
Nanaging Directors: Yoshiyuld Watanabe
_ Sumikazu Jogo
Directors: Eiichi Tajima
Shimpei Morita
Syouii Toyvoda
Shuichi Fuiii
Shuichi Yamanalka
Auditors: Masaru Saito
Shunsaku Ban
Kenji Tomida
{(6) Capital ¥5.0 villion
(7) Shares Outstanding 100,000 shares
(8) Shareholders’ Equity Approx. ¥10.0 billion (projection for April 1, 2005)
(9) Total Assets Approx. ¥62.0 bhillion (projection for April 1, 2005)
(10) Annual Sales ?gg;;:x ¥60.0 billion (projection for fiscal year ending March 31,
{11 Employees Approx. 700 (projection for April 1, 2005)

(Note) o

KHI will carry out the separation without submitting the scheme for |
approval at the General Meeting of Shareholders due to the fact that the
separation will be effected in accordance with Article 12-6 of the Law on
Special Measures for Industrial Revitalization and Article 374, Chapter
22, Paragraph 1 of the Commercial Code of Japan. Under this scheme,
Kawasaki Plant Engineering Co., Ltd., the successor corporation, will
newly issue 99,200 shares of common stock and allot all of them to KHI,
the partitioning company, in exchange for acquiring KHI's plant
engineering business. KHI decided to adopt this scheme with the aim of
reforming its plant engineering business more effectively and decisively
by consolidating its operations with Kawasaki Plant Engineering. On the
date of the separation (April 1, 2005), Kawasaki Plant Engineering’s
name will be changed to Kawasaki Plant Systems, Lid.

<] Return to Business Activities

<J Return to Home Page
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4K Kawasaki

KAWASAKI HEAVY INDUSTRIES, LTD. AND CONSOLIDATED SUBSIDIARIES
FLASH CONSOLIDATED FINANCIAL RESULTS OF THE THIRD QUARTER (Unaudited)

For nine months ended December 31, 2004 and 2003 and one year ended March 31, 2004

Operating results

Net sales

Operating income (loss)

Net income (loss)

Net income (loss) per share (Yen)

Financial condition

As of December 31, 2004
As of March 31, 2004
As of December 31, 2004

As of December 31, 2004
As of March 31, 2004
As of December 31, 2004

Fiscal year forecast

One year ending March 31, 2005

MEMBERSHIP

February 4, 2005
(Consolidated)

Thousands of

Millions of yen U.S. dollars
Nine months ended Nine months ended % Nine months ended
Dec. 31, 2004 Dec. 31, 2003 Change Dec. 31, 2004
¥ 819,747 ¥ 775,703 +6% § 7,867,054
11,162 . - 107,121
6,840 - - 65,643
4.7

Millions of yen / Thousands of U.S. dollars

Total assets Shareholders' equity

¥ 1,199,627 ¥ 195,072
1,156,904 190,175
$ 11,512,735 3 1,872,092

Yen / U.S. dollars Thousand shares

Shareholders' equity Number of shares

per share issued and outstanding
¥ 135.2 1,442,404
131.8 1,442,542
$ 1.30 -

Millions of yen

Net sales Net income

¥ 1,260,000 ¥ 10,000

Ratio of shareholders'
equity to total assets

16%
16%




Notes :

1.

This "FLASH CONSOLIDATED FINANCIAL RESULTS" and following financial statements have been
prepared in conformity with generally accepted accounting principles and practices in Japan.

All USS$ amounts in these statements represent the arithmetical results of translating Japanese yen
to U.S. dollars on the basis of ¥ 104.2=%1, the rate prevailing as of December 31, 2004, solely for the
convenience of the readers.

There is no previous information compared with that of this third quarter other than "Net sales",
because we disclosed only "Net sales” for the last third quarter.

Effective April 1, 2004, Kawasaki Heavy Industries, Ltd. (the "Company") changed its accounting
policy for the percentage-of-completion method to be applied to long-term contracts exceeding ¥ 3,000
million. Previously, it had been applied to long-term contracts exceeding *¥ 5,000 million.

The Company made this change in accounting policy for appropriate periodic accounting of profit
and loss, by expanding the range of application of the percentage-of-completion method.

As a result of this change, net sales increased ¥ 28,731 million ($ 275.729 thousand). Operating income
and income before income taxes and minority interests increased ¥ 3,085 million ($ 29.607 thousand)
respectively, compared with the amounts which would have been recognized under the previous method
of accounting.

Effective April 1, 2004, the Company changed the accounting periods for consolidation of five
subsidiaries (Kawasaki Motors Japan Ltd., Kawasaki Motors Corp.,U.8.A., Kawasaki Motors
Europe N.V., and the other two subsidiaries) from 12 months ending December 31 to March 31 to improve
transparency and quality of consolidated financial statements.

The effect of this change was to decrease the Company's retained earnings as of the beginning of this
fiscal year by ¥ 222 million ($ 2,131 thousand).

This financial results of the third quarter include the accounts of these five subsidiaries as of
December 31, 2004.



Condensed Consolidated Balance Sheets
As of December 31 and March 31, 2004

(Consolidated)

Thousands of

Millions of yen U.S. dollars
As of As of As of
Dec. 31, 2004 Mar, 31, 2004 Dec. 31, 2004
Assets :
Current assets :
Cash on hand and in banks ¥ 44,315 ¥ 43,064 $ 425,288
Receivables, less allowance 356,130 376,807 3,417,754
Inventories 386,870 335,064 3,712,764
Other current assets 59,825 44,545 574,136
Total current assets 847,140 799,480 8,129,942
Investments and long-term loans less allowance : 78,008 77,839 748,637
Net property, plant and equipment ; 244,925 248,922 2,350,528
Intangible and other assets : 29,554 30,663 283,628
Total assets ¥ 1,199,627 ¥ 1,156,904 $ 11,512,735
Liabilities and shareholders' equity :
Current liabilities :
Short-term borrowings _
and current portion of long-term debt ¥ 210,191 ¥ 188,652 $ 2,017,188
Payables 302,078 286,117 2,899,021
Advances from customers 117,879 110,900 1,131,276
Other current liabilities 79,173 91,870 759,818
Total current liabilities 709,321 677,539 6,807,303
Long-term liabilities :
Long-term debt, less current portion 210,392 210,819 2,019,117
Others 80,420 74,516 771,785
Total long-term liabilities 290,812 285,335 2,790,902
Minority interests 4,422 3,855 42,438
Shareholders' equity :
Common stock 81,427 81,427 781,449
Capital surplus 31,389 31,388 301,238
Retained earnings 84,067 80,469 806,785
Net unrealized gains on securities 14,103 13,266 135,345
Foreign currency translation adjustments (15,799) (16,283) (151,621)
Treasury stock (115) (92) (1,104)
Total shareholders' equity 195,072 190,175 1,872,092
Total liabilities and shareholders' equity ¥ 1,199,627 ¥ 1,156,904 $ 11,512,735
Condensed Consolidated Statements of Operations
For nine months ended December 31, 2004 and 2003
Thousands of
Millions of yen U.S. dollars
Nine months ended  Nine months ended % Nine months ended
Dec. 31, 2004 Dec, 31, 2003 Change Dec. 31, 2004
Net sales ¥ 819,747 ¥ 775,703 +6% § 7,867,054
Cost of sales 715,352 — 6,865,183
Gross profit 104,395 — 1,001,871
Selling, general and administrative expenses 93,233 — 894,750
Operating income (loss) 11,162 — - 107,121
Other income (expenses) :
Interest and dividend income 2,605 — 25,000
Equity in income of unconsolidated
subsidiaries and affiliates 637 — 6,113
Interest expense (4,745) — (45,637)
Other, net 3,894 — 37,370
Income (loss) before income taxes and
minority interests 13,553 — - 130,067
Income taxes (6,076) — (58,311)
Minority interests in net loss (income)
of consolidated subsidiaries ~ {637) — (6,113)
Net income (loss) ¥ 6,840 ¥ — - 8 65,643




Net sales, orders and operating income (loss) by industry segment
For nine months ended December 31, 2004 and 2003

Net sales :

Shipbuilding
Rolling Stock,

Construction Machinery

& Crushing Plant

Aecrospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other

Total

Orders :
Shipbuilding
Rolling Stock,
Construction Machinery
& Crushing Plant
Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other
Total

Operating income (loss) :
Shipbuilding
Rolling Stock,
Construction Machinery
& Crushing Plant
Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other
Total

(Consolidated)

Thousands of

Millions of yen U.S. dollars
Nine months ended Nine months ended % Nine months ended
Dec. 31, 2004 Dec. 31, 2003 Change Dec. 31, 2004
¥ 64,256 8%) ¥ 67,875 (9%) -5% $ 616,660
108,090 (13%) 89,082 (12%) +21% 1,037,332
122,224  (15%) 117,075 (15%) +4% 1,172,975
96,856  (12%) 101,939 (13%) -5% 929,520
95,465 (12%) 74,312 (10%) +28% 916,171
243,655 (30%) 236,541 (30%) +4% 2,338,340
89,201 (10%) 88,879 (11%) 0% 856,056
¥ 819,747 (100%) ¥ 775,703  (100%) +6% $ 7,867,054
Thousands of
Millions of yen U.S. dollars
Nine months ended Nine months ended % Nine months ended
Dec. 31, 2004 Dec. 31, 2003 Change Dec. 31, 2004
¥ 139,660 (16%) ¥ —_ — $ 1,340,307
114,819  (13%) — — 1,101,910
77,293 (9%) — - 741,775
116,808  (14%) — — 1,120,998
76,600 (9%) — — 735,125
243,655 (28%) — — 2,338,340
90,118  (11%) — — 864,856
¥ 858,953 (100%) Y — — $ 8243311

Millions of yen

Nine months ended
Dec. 31, 2004

Nine months ended
Dec. 31, 2003

¥ 709

5,923
3,120
234
(11,814)
9,144
3,846

¥ 11,162

¥

Thousands of
U.S. doliars
Nine months ended
Dec. 31, 2004

$ 6,804

56,843
29,942

2,246
(113,378)
87,754

36,910

$ 107,121
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Kawasaki Business Activities | http://www.khi.co.jp/t EXHIBIT 3

Kawasaki
February 2005

Directors to Change

TOKYO (February 17, 2005) — Based on decisions made at
the Board Meeting held today, Kawasaki Heavy Industries,

Ltd. (the "Company"), announced that effective April 1, 2005,
the following representative directors will be appointed to the. -
following positions. ,

Tadaharu Ohashi, Senior Executive Vice
President *
(currently Senior Vice President *)

Masatoshi Terasaki, Senior Executive Vice
President *
(currently Senior Vice President *)

Tadashi Nishimura, Director
(currently Senior Executive Vice President *)

Takehiko Saeki, Director
(currently Senior Executive Vice President *)

The Board of Directors of the Company also decided at its
meeting held today that effective in late June 2005, the
following representative directors will be appointed to the
following positions and the following directors will resign
subject to the approval at the Shareholders’ General Meeting
to be held in late June 2005. At this meeting, the Company
will propose that Jiroh Noguchi and Masashi Segawa,
currently executive officers, be elected as new directors.

Masamoto Tazaki, Chairman *
(currently President *)

Tadaharu Ohashi, President *
(Senior Executive Vice President * +)

Jiroh Noguchi, Senior Vice President *
{(Fxeciitive Officer



Kawasaki Business Activities http:/fwww.khi.co.jp/ba/2005data/ba0502-01.html

Senior Manager, Corporate Planning Department

+)

Masashi Segawa, Senior Vice President *
(Executive Officer

President, Rolling Stock, Construction Machinery
& Crushing Plant Company +)

* Representative director
+ Title effective April 1, 2005

Retiring Directors

Tadashi Nishimura
Advisor ++

Takehiko Saeki
Senior Management Advisor ++

Takuya Maeda

Shuichi Tadokoro
Chairman, Kawasaki Shipbuilding Corporation ++

++ Title effective in late June 2005

%J Return to Business Activities
%] Return to Home Page
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EXHIBIT 4

EXHIBIT 4

(Summary Translation)

Extraordinary Report of resignation from representative director, which was filed with the

Ministry of Finance dated April 1, 2005

The following representative directors resigned from the title as of April 1, 2005
Tadashi Nishimura (currently Senior Executive Vice President)

Takehiko Saeki (currently Senior Executive Vice President)
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EXHIBIT 5

FOR RELEASE: April 21, 2005

Notice Concerning Revision of the Qutlook for Cash Dividend and the outlook for
Performance of the Parent Company for Fiscal Year ended March 31, 2005

Kawasaki Heavy Industries, Ltd.(KHI) today has announced revision of the outlook for

cash dividend and the outlook for performance of the parent company for fiscal year

ended March 31, 2005 as follows.

1. Revision of the Outlook for Cash Dividend for Fiscal Year

The basic dividend policy of KHI is to pay stable cash dividends to its shareholders,

giving due attention to increasing retained earnings in order to strengthen and

enhance profitability and its business foundation for future growth.

On this policy, in consideration of the improved outlook for performance and the

expectation of retained earnings to this effect as well, KHI intends to increase a

cash dividend to ¥2.50 per common share for fiscal year ended March 31,2005.

This cash dividend is to be proposed to the Annual General Meeting of

Shareholders that will be held in late June, 2005.

Previous forecast announced on November 2,2004 ¥2.00
Revised forecast announced today ¥2.50
Previous year (reference) ¥2.00

2. The Outlook for Performance of the Parent Company

Due to mainly the effects of cost reduction including fixed cost cuts and

implementation of some measures to enhance profitability, KHI currently forecasts

performance of the parent company as follows.

(Millions of yen, %)

Net sales Net income
Previous forecast announced on November 2, 2004(A) 890,000 7,000
Current forecast announced today (B) 876,200 7,900
Change (B)—(4A) (13,800) 900
% Change (1.5%) 12.8%
Results for previous year (reference) 782,550 6,908




* KHI also expects increase of income compared to the previous forecast regarding
consolidated performance, and its official announcement will be made on April 28,
2005.

[for reference only ] (Millions of yen)

Net sales Net income

Previous consolidated forecast announced
on November 2, 2004 1,260,000 10,000

- End of document-
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April 28, 2005
{Consolidated)

KAWASAKI HEAVY INDUSTRIES, LTD. AND CONSOLIDATED SUBSIDIARIES

FLASH CONSOLIDATED FINANCIAL RESULTS

For the years ended March 31, 2005 and 2004

Operating results

Net sales
Operating income (loss)
Net income (loss)

Net income (loss) per share (Yen)

Financial condition

As of March 31, 2005
As of March 31, 2004
As of March 31, 2005

As of March 31, 2005
As of March 31, 2004
As of March 31, 2005

Cash flows

Operating activities
Investing activities
Financing activities

Cash and cash equivalents at end of year

Fiscal year forecast

One year ending March 31, 2006

Thousands of

Millions of yen U.S. dollars
%
2005 2004 Change 2005
¥ 1,241,592 ¥ 1,160,252 +7% $ 11,559,371
24,744 22,250 +11% 230,370
11,479 6,333 +81% 106,871
7.9 4.4

Millions of yen / Thousands of U.S. dollars

Total assets

Shareholders' equity

Ratio of shareholders’
equity to total assets

¥ 1,194,473 ¥ 201,465 17%
1,156,904 190,175 16%
$ 11,120,687 $ 1,875,663 -

Yen / U.S. dollars

Thousand shares

Shareholders' equity

Number of shares

per share issued and outstanding
¥ 139.7 1,442,359
131.8 1,442,542
$ 1.30 -

Millions of yen

2005 2004

¥ 71,422 ¥ 42,811
(17,714) (25,868)
(51,839) (35,544)
44,385 42,375

Millions of yen
Net sales Net income
¥ 1,270,000 ¥ 14,000

Thousands of
U.S. dollars
2005

$ 664,947
(164,919)
(482,627)
413,230



Notes :

1.

This "FLASH CONSOLIDATED FINANCIAL RESULTS" and following financial statements have been
prepared in conformity with generally accepted accounting principles and practices in Japan.

All US$ amounts in these statements represent the arithmetical results of translating Japanese yen
to U.S. dollars on the basis of ¥107.41=$1, the rate prevailing as of March 31, 2005, solely for the
convenience of the readers.

Effective April 1, 2004, Kawasaki Heavy Industries, Ltd. (the "Company”) changed its accounting
policy for the percentage-of-completion method to be applied to long-term contracts exceeding ¥ 3,000
million. Previously, it had been applied to long-term contracts exceeding ¥ 5,000 million.

The Company made this change in accounting policy for appropriate periodic accounting of profit
and loss, by expanding the range of application of the percentage-of-completion method.

As a result of this change, net sales increased ¥ 15,824 million ($ 147,323 thousand). Operating income
and income before income taxes and minority interests increased ¥ 2,135 million ($ 19,877 thousand)
respectively, compared with the amounts which would have been recognized under the previous method
of accounting.

Effective April 1, 2004, the Company changed the accounting periods for consolidation of five
subsidiaries (Kawasaki Motors Japan Ltd., Kawasaki Motors Corp.,U.S.A., Kawasaki Motors
Europe N.V,, and the other two subsidiaries) from 12 months ending December 31 to March 31 to improve
transparency and quality of consolidated financial statements.

The effect of this change was to decrease the Company's retained earnings as of the beginning of this
fiscal year by ¥ 222 million ($ 2,067 thousand).

This financial results include the accounts of these five subsidiaries as of March 31, 2005.




Condensed Consolidated Balance Sheets

As of March 31, 2005 and 2004

Assets:
Current assets *
Cash on hand and in banks
Receivables, less allowance
Inventories
Other current assets
Total current assets
Investments and long-term loans
less allowance :
Net property, plant and equipment :
Intangible and other assets :
Total assets
Liabilities, minority interests and shareholders’ equity :
Current liabilities :
Short-term borrowings
and current portion of long-term debt
Trade payables
Advances from customers
Other current liabilities
Total current liabilities
Long-term liabilities :
Long-term debt, less current portion
Others
Total long-term liabilities
Minority interests
Shareholders' equity :
Common stock °
Capital surplus
Retained earnings
Net unrealized gain on securities
Foreign currency translation adjustments
Treasury stock
Total shareholders’ equity

Total liabilities, minority interests and shareholders' equity

Condensed Consolidated Statements of Operations

For the years ended March 31, 2005 and 2004

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Operating income (loss)
Other income (expenses) :
Interest and dividend income
Equity in income (loss) of non-consolidated
subsidiaries and affiliates
Interest expense
Other, net )
Income (loss) before income taxes and
minority interests
Income taxes
Minority interests in net income of
consolidated subsidiaries
Net income (loss)

(Consolidated)

Thousands of

Millions of yen U.S. dollars
2005 2004 2005

¥ 44,629 Y 43,064 $ 415,501
413,619 376,807 3,850,843

332,333 335,064 3,094,060

46,424 44,545 432,213

837,005 799,480 7,792,617

79,569 77,839 740,797

243,166 248,922 2,263,905

34,733 30,663 323,368

¥ 1,194,473 ¥ 1,156,904 3 11,120,687
¥ 146,605 ¥ 188,652 3 1,364,810
348,389 286,117 3,243,543

106,574 110,900 992,217

96,914 - 91,870 902,281

698,482 677,639 6,602,951

207,279 210,819 1,928,792

82,556 74,516 768,607

289,835 285,335 2,698,399

4,691 3,855 43,674

81,427 81,427 758,095 -

31,390 31,388 292,245

88,704 80,469 825,845

16,910 13,266 157,434

(16,843) (16,283) (156,811)
(123) (92) (1,145)

201,465 190,175 1,875,663

¥ 1,194,473 ¥ 1,156,904 $ 11,120,687
(Consolidated)

Thousands of
Millions of yen U.S. dollars
2005 2004 2005
Change

¥ 1,241,592 Y 1,160,252 +7% $ 11,559,371
1,088,219 998,416 10,131,450

153,373 161,836 1,427,921

128,629 139,586 1,197,551

24,744 22,250 +11% 230,370

3,241 3,476 30,174

506 941 4,711

(6,296) (7,274) (56,617)

{1,634) (8,151) (15,185)

20,564 11,242 +83% 191,453

(8,495) (4,714 (79,089)

{590) (195) (5,493)

¥ 11,479 Y 6,333 +81% § 106,871




Condensed Consolidated Statements of Cash Flows
For the vear ended March 31. 2005 and 2004

Cash flows from operating activities:
Income before income taxes and minority interests
Adjustments to reconcile net income before income taxes and minority
interests to net cash provided by operating activities:

Depreciation and amortization
Decrease (increase) in assets
Increase (decrease) in liabilities
Other

Net cash provided by operating activities

Cash flows from investing activities:
Acquisition of tangible and intangible assets
Acquisition of investments in securities
Other
Net cash used for investing activities

Cash flows from financing activities:
Decrease in short-term borrowings
Proceeds from long-term debt
Repayment of long-term debt
Other
Net cash provided by (used for) financing activities

Effect of exchange rate changes
Net decrease in cash and cash equivalents
Cash and cash equivalents at beginning of year

Decrease in cash and cash equivalents by change of consolidation period of subsidiaries
Increase in cash and cash equivalents arising from newly consolidated subsidiaries
Decrease in cash and cash equivalents arising from exclusion of consolidated subsidiaries

Cash and cash equivalents at end of year

(Consolidated)

Thousands of

Millions of yen U.S. doliars
2005 2004 2005

20,564 ¥ 11,242 § 191,453
31,555 32,590 293,781
(29,132) 9,910 (271,222)
55,054 {753) 512,559
{6,619) (10,178) (61,624)
71,422 ¥ 42811 $ 664,947
{31,138) (38,891) (289,899)
(1,301) (1,029) (12,112)
14,725 14,052 137,092
(17,74) ¥ (25868 8 (164,919
(31,736) (16,320} (295,466)
57,732 44,499 537,492
(75,241) (60,829) (700,503)
(2,594) (2,894) (24,150
(51,839) ¥  (35544) $  (482627)
180 (191) 1,676
2,049 {18,792) 19,077
42,375 59,837 394,516
(39} — (363)
- 1,330 -
(0) - {0)
44,385 ¥ 42375 % 413,230




Segment information ‘ {Consolidated)
(a) Information by industry segment

Milllons of yen

005
External Intersegment Total Operating Operating Total Depreciation Capital
sales sales sales expenses income (loss) assets and amortization _expenditures
Shipbullding ¥ 87,081 ¥ 1,125 ¥ 88,206 ¥ 87475 ¥ 7 1,031 ¥ 100,996 ¥ 2,359 ¥ 1,630
Rolling Stock,
Construction Machinery

& Crushing Plant 171,731 1,445 173,176 165,424 7,752 157,419 2,437 2,629
Aerospace 188,255 1,960 190,215 184,130 6,085 223,010 5221 8,163
Gas Turhines & Machinery 141,366 19,758 161,124 158,443 2,681 124,063 2,971 2,374
Plant & Infrastructure Engineering 191,012 15,353 206,385 220,823 (14,458) 153,685 1,942 840
Consumer Products & Machinery 338,450 5,036 343,486 326,784 16,702 253,958 11,865 10,191
Other ‘ 123,697 43,254 166,951 161,939 5,012 156,040 2,714 3,370

Total 1,241,592 87,931, 1,329,523 1,304,718 24,805 1,169,171 29,503 28,997
Eliminations and corporate . {87.931) {87,931) {87,870) (64) 25,302 2,046 695
Consolidated tota! ¥ 1,241,592 ¥ - ¥ 1,241,592 ¥ 1,216,848 ¥ 24744 ¥ 1,194,473 ¥ 31,555 ¥ 29,692
0 Millions of yen
2004
External Intersegment Total Operating Operating Total Depreciation Capital
sales sales sales _expenses income {loss) assets and amortization _expenditures
Shipbuilding ¥ 94,939 ¥ 976 ¥ 95915 ¥ 98,276 ¥ (2,361 ¥ 89,850 ¥ 2,442 ¥ 5,294
Rolling Stock,
Construction Machinery -

& Crushing Plant 120,697 2,950 123,547 119,225 4,322 127,786 2,612 3,393
Aerospace 173,783 1,713 175,496 171,262 4,244 219,777 4,959 9,030
Gas Turbines & Machinery 136,468 14,958 151,426 146,890 4,536 124,085 2,962 2,955
Plant & Infrastructure Engineering 191,412 12,882 204,294 203,075 1,219 177,888 2,019 1,105
Consumer Products & Machinery 318,325 3,982 322,307 315,057 7,250 240,242 12,422 15,016
Other 124,728 42,039 166,767 163,520 3,247 140,986 2,709 2,053

Total 1,160,252 79,500 1,239,752 1,217,295 22,457 1,120,594 30,125 38,846
.Eliminations and corporate - (79,600) (79,500 (79,293 (207 38,310 2,485 2,656

Consolidated total ¥ 1.160,252 ¥ - ¥ 1,160,252 ¥ 1138002 ¥ 22,250 ¥ 1156904 ¥ 32,590 ¥ 41.502

Thousands of U.S. dollars

2005
External Intersegment Total Operating Operating Total Depreciation Capital
sales sales sales expenses income (loss) assets and amortization _expenditures
Shipbuilding & 810,735 § 10474 § 821,209 § 811,610 & 9599 % 940,285 § 21,962 § 15,176
Roliing Stock,

Construction Machinery

& Crushing Ptant 1,598,836 13,453 1,612,289 1,540,117 72,172 1,465,590 22,689 24,476

Aerospace 1,752,677 18,248 1,770,925 1,714,272 56,653 2,076,250 48,608 75,999

Gas Turbines & Machinery 1,316,134 183,949 1,500,083 1,475,123 24,960 1,155,041 27,660 22,102

Plant & Infrastructure Engineering 1,778,345 142,938 1,921,283 2,055,889 {134,606) 1,430,826 18,080 5,959

Consumer Products & Machinery 3,151,010 46,886 3,197,896 3,042,398 155,498 2,364,379 110,465 94,879

Other 1,151,634 402,760 1,554,334 1,507,672 46,662 1,452,751 25,268 31,375

Total 11,559,371 818,648 12,378,019 12,147,081 230,938 10,885,122 274,732 269,966

Eliminations and corporate - (818.648) (818,648) (618,080) {568} 235,565 19,049 6,470

Consolidated total $ 11556371 % - 8§ 11569371 § 11328007 § 230370 § 11120687 § 293781 § 276,436




({b) Information by geographic area

Millions of yen

(Consolidated)

2005
External Intersegment Total Operating Total
sales sales sales expenses income (loss) assets
Japan ¥ 936,237 208,048 ¥ 1,144,285 ¥ 1,123,267 996,923
North America 196,840 15,212 212,052 210,805 127,798
Europe 78,027 3,835 81,862 81,448 57,218
Asia 25,145 15,898 41,043 39,171 20,252 .
Other Areas 5,343 99 5,442 5,818 3,664
Total 1,241,592 243,092 1,484,684 1,460,509 1,205,855
Eliminations and corporate -(243,092) (243,092) (243,661) (11,382)
Consolidated total ¥ 1,241,592 - ¥ 1,241,592 ¥ 1,216,848 1,194,473
Millions of yen
2004
External Intersegment Total Operating Total
sales sales sales expenses assets
Japan ¥ 877,222 182,132 ¥ 1,059,354 ¥ 1,038,482 975,129
North America 187,216 15,267 202,483 202,886 115,262
Europe 70,951 4,595 75,546 74,912 46,762
Asia 19,756 13,942 33,698 33,062 19,420
Other Areas 5,107 88 5,195 5,345 2,846
Total 1,160,252 216,024 1,376,276 1,354,687 1,159,419
Eliminations and corporate (218,024) (216,024) (216,685) (2,515)
Consolidated total ¥ 1,160,252 - ¥ 1,160,252 ¥ 1,138,002 1,156,904
Thousands of U.S. dollars
2005
External Intersegment Total Operating Total
sales sales sales expenses assets
Japan $ 8,716,479 1,936,952 $ 10,653,431 $ 10,457,751 9,281,473
North America 1,832,604 141,626 1,974,230 1,962,620 1,189,815
Europe 726,441 35,704 762,145 758,290 532,706
Asia 234,103 148,012 382,115 364,687 188,549
Other Areas 49,744 922 50,666 54,166 34,112
Total 11,559,371 2,263,216 13,822,587 13,597,514 11,226,655
Eliminations and corporate : (2,263,216) (2,263,216) (2,268,513) (105,968)
Consolidated total $ 11,659,371 - § 11,559,371 § 11,329,001 11,120,687
{c) Overseas sales Thousands of
Millions of yen
2004
Overseas % against Overseas % against
sales net sales sales net sales
North America ¥ 236,847 19.0% ¥ 240,121 20.7%
Europe 100,362 8.0% 109,026 9.4%
Asia 171,461 13.8% 91,908 7.9%
Other Areas 105,274 8.4% 81,824 7.1%
Total ¥ 613,944 49.4% ¥ 522,879 45.1%




Net sales, orders and order backlog by industry segment

For the years ended March 31, 2005 and 2004

Net sales :
Shipbuilding
Rolling Stock,
Construction Machinery
& Crushing Plant
Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer Products & Machinery
Other
Total

Orders :
Shipbuilding
Rolling Stock,
Construction Machinery
& Crushing Plant
Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer Products & Machinery
Other
Total

Order backlog :

Shipbuilding
Rolling Stock,

Construction Machinery

& Crushing Plant
Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer Products & Machinery
Other
Total

{Consolidated)

Thousands of

Millions of yen U.S. dollars
%
2005 "2004 Change 2005
¥ 87,081 (7%) ¥ 94,939 (8%) 8% $§ 810,735
171,731 (14%) 120,597 (10%) +42% 1,598,836
188,255 (15%) 173,783 (15%) +8% 1,752,677
141,366 (12%) 136,468 (12%) +4% 1,316,134
191,012 {15%) 191,412 (17%) 0% 1,778,345
338,450 (27%) 318,325 (279%) +6% 3,151,010
123,697 (10%) 124,728 (11%) 1% 1,151,634
1,241,592 (100%) 1,160,252 (100%) +7% 11,559,371
155,832 (12%) 123,756 (10%) +26% 1,450,815
178,369 (14%) 153,399 (12%) +16% 1,660,637
214,702 (16%) 216,201 (18%) 1% 1,998,901
162,700 (12%) 129,987 (119%) +25% 1,514,756
126,403 (10%) 156,145 (13%) -19% 1,176,827
338,450 (26%) 318,325 (26%) +6% 3,151,010
125,389 (10%) 128,915 (10%) -3% 1,167,387
¥ 1,301,845  (100%) ¥ 1,226,728 (100%) +6% $ 12,120,333
Thousands of
Millions of yen U.S. dollars
As of As of % As of
Mar. 31, 2005 Mar. 31, 2004 Change Mar. 31, 2005
¥ 263,707 (21%) ¥ 193,705 (16%) +36% § 2,455,144
300,837 (24%) 294,017 (25%) +2% 2,800,828
287,441 (23%) 260,321 (22%) +10% 2,676,110
163,440 (13%) 140,327 (12%) +16% 1,521,646
210,160 (17%) 273,837 (23%) -23% 1,956,615
- (-%) (%) % -
28,824 (2%) 27,167 (2%) +6% 268,355
¥ 1,254,409 (100%) ¥ 1,189,374 (100%) +5% % 11,678,698




EXHIBIT 7

June 6, 2005
Dear Shareholders
Masamoto Tazaki
President and CEO
Kawasaki Heavy Industries, Ltd.
1-1 Higashikawasaki-cho 3chome,
Chuo-ku, Kobe

NOTICE OF GENERAL MEETING OF SHAREHOLDERS

We would like to invite you to the 182nd Ordinary General Meeting of Shareholders

of Kawasaki Heavy Industries, Ltd. to be held as outlined below.

If you are unable to attend, you may vote in writing and are respectfully requested to
return to us the Voting Right Exercise Form indicating your approval or disapproval
with your seal or signature after reading the attached information. Alternatively, you
may vote via internet (http:// Www.web54.net) using your ID and temporary password

printed on the Voting Right Exercise Form.

Date and time : Tuesday June 28, 2005, 10:00a.m. (Doors open from 9:00a.m.)
Place : 5-7 Higashikawasaki-cho 1 chome, Chuo-ku, Kobe

Kobe Joho Bunka Building 4F, Kobe Shimbun Matsukata Hall
Agenda:
Reports:

1. Report on the Business report, the Non-Consolidated balance sheet and the
Non-Consolidated income statement for the 182nd Business Term (from April 1,
2004 to March 31, 2005)

2. Report on the Consolidated balance sheet and the Consolidated income
statement for the 182nd Business Term (from April 1 , 2004 to March 31 ,
2005}),as well as the Audit Reports

Proposals:
No.1: Approval of proposed appropriation of retained earnings for the 182nd
Business Term
No.2: Partial amendments to the Articles of Incorporation
No.3: Election of nine (9) Directors
No.4: Election of three (3) Corporate Auditors and one (1) Substitute Corporate
Auditor

No.5: Payment of Retirement bonus for retiring Directors and Corporate Auditors

-1-



No.6: Arrangement and payment of retirement bonus for Directors and Corporate
Auditors associated with abolition of the Retirement bonus system for

Directors and Corporate Auditors
-END-

This is a summary translation of a notice in Japanese circulated to Japanese

shareholders and merely for the convenience of foreign shareholders.



Referential information for exercising your voting rights

1.Total number of voting rights held by all shareholders:
1,433,421 votes

2.Proposal and referential matters
No.1 : Approval of proposed appropriation of retained earnings for the 182ad
Business Term.

It is the Company’s basic policy to pay stable cash dividends to its
shareholders, giving due attention to increasing retained earnings to
strengthen and expand its business foundation for future growth. Taking
into consideration of the level of profits and various other factors, including
the retained earnings, we propose that a year-end dividend be paid in the
amount of ¥2.5 per ordinary share.

Moreover, we propose that bonuses be paid to directors in the aggregate
amount of ¥40,000,000.

The proposal for the appropriation of retained earnings is as follows.

Proposed appropriations of retained earnings

{In yen) {(In U.S.dollars)

Unappljopriated retained earnings at the end of 37,361,428,338 347,839,385
the period

Reversal of reserve for special depreciation 190,388,381 1,772,539
Reversal of reserve for overseas investment loss 1,762,688 16,411
Reversal of reserve for deferred gain on sales of 2,032,163,402 18,919,685
fixed assets
Total 39,585,742,809 368,548,020
Proposed appropriation:
Cash dividends(¥2.5 per share) 3,606,134,760 33,573,548
Directors' bonuses - 40,000,000 372,405
Reserve for special depreciation 228,744,101 2,129,635
Reserve for deferred gain on sales of 1,344,040,486 12,513,178
fixed assets
Unappropriated retained earnings to be 34,366,823,462 319,959,254

carried forward

(Note) Japanese Yen is converted to the U.S. Dollars at the rate of 107.41 Yen per dollar, the

exchange rate at March 31, 2005.




No. 2: Partial Amendments to the Articles of Incorporation

Reasons for the proposed amendments |

(1) We propose to reduce the maximum number of Directors from the
current twenty (20) to fifteen (15) in line with organizational
restructuring such as spin-offs © promote the further selection and
focus of businesses. Accordingly, Article 19 is proposed for amendment.

{2) We propose that the term of office of Directors be reduced from the
current two years to one year to build an effective management system
that can swiftly cope with the changing operating environment and to
increase the number of opportunities for shareholders to express their
trust on clearer business responsibilities. Accordingly, Article 21 is
proposed for amendment.

(3) We propose to establish several provisions regarding Substitute
Auditors who fill a vacancy in preparation for the case when the number
of statutory Auditors might be insufficient. Accordingly, articles 31 and
32 are proposed for amendment.

The details of these amendments are as follows:

(Amended portions underlined)

Current Articles Proposed Amendments
Number of Directors Number of Directors
Art. 19 The authorized number of Art. 19 The authorized number of
Directors of the Corporation shall not Directors of the Corporation shall not
exceed than 20. exceed than 15.
Term of Office Term of Office
Art, 21 Art. 21
1) The term of office of Directors shall 1) The term of office of Directors shall
expire at the Ordinary Meeting of expire at the Ordinary Meeting of
Shareholders convened for the purpose of | Shareholders convened for the first time
the settlement of accounts for the last after their election.

fiscal period during the second vear after
their election.

2) The term of office of a Director elected to| 2) (To be deleted)
increase the number of the Directors or to
fill a vacancy shall be the same as the
remaining term of the other Directors then
in office.




Current Articles

Proposed Amendments

Method of Election

Art. 31

1) The Auditors shall be elected at the
Meeting of Shareholders.

{(New establishment)

2) A resolution as to election of Auditors
must be adopted by a majority of votes of
those shareholders present at a Meeting
where those shareholders have more than
one-third of the aggregate number of
voting rights.

{New establishment)

(New establishment)

Method of Election
Art. 31

1) (The same as the existing one)

2) To prepare for the case when the
number of statutory Auditors might be
insufficient, the General Meeting of
Shareholders may elect Substitute
Auditors.

3} A resolution as to election of Auditors
and Substitute Auditors must be adopted
by a majority of votes of those
shareholders present at a Meeting where
those shareholders have more than
one-third of the aggregate number of
voting rights.

4) The validity of the election of Substitute
Auditors shall expire at the opening of the
Ordinary General Meeting of Shareholders
convened for the purpose of the
settlement of accounts for the first fiscal
period after their election.

S) Substitute Auditors shall assume the
post of Auditors to fill vacancies if the
number of statutory Auditors is

insufficient.
Term of Office Term of Office
Art. 32 Art, 32

The term of office of Auditors shall expire
at the Ordinary Meeting of Shareholders
convened for the purpose of the settlement
of accounts for the last fiscal period during
the fourth year after their election.

(New establishment)

(The same as the existing one)

2) The term of office of Substitute Auditors
elected to fill a vacancy under Paragraph 5
of the preceding Art. 31 shall be the same
as the remaining term of the retired
Auditors.




No.3: Election of nine (9) Directors.

As the term of office of all eleven (11) Directors will expire at the end of this

ordinary general meeting of shareholders, we propose to elect nine (9)

Directors.

The candidates for Director are as follows:

Name Brief Personal History
(Date of Birth) [Representation in other company]

Shares of
the
company

Apr.1958- Joined Kawasaki Aircraft Co., Ltd. (At
present Kawasaki Heavy Industries, Ltd.)
Jun.1992- Director
Masamoto Jun.1996- Senior Yice President
1 Tazaki Jun.1997- Executive Vice President
(Sept.6, 1935) Jun.2000- President and CEO
{current position)
{Representation in other company]
Representative Director, The Shinko Building,
Limited.

111,000
Shares

Apr.1964- Joined Kawasaki Aircraft Co., Ltd. (At
present Kawasaki Heavy Industries, Ltd.)
Jun.2000- Director
Senior Manager , Corporate Planning

and Subsidiary Company Control Office)
Apr.2001- Senior Vice President
Senior Manager, Corporate Planning
Department
Oct.2001- Senior Vice President
Senior Manager, Corporate Planning
Department
Vice President, Consumer Products &
Machinery Company
Jan.2002- Senior Vice President
Vice President, Consumer Products &
Machinery Company
Apr.2002- Senior Vice President
President, Consumer Products &
Machinery Company
(current position)

Shinichi
o Morita
(Mar.31,1942}

Office (In charge of Public Relations Dept.

68,000
Shares

 Masatoshi Apr.1966-J oin§d Kawasaki Heavy Industries, Ltd.
3 Terasaki Jun.2002- Senior Vice President

(Nov.18,1942) Apri.2005- Senior Executive Vice President
(current position)

80,000
Shares




No.

Name
(Date of Birth)

Brief Personal History
[Representation in other company]

Shares of
the
company

Takashi
. Yoshino
(May 29,1943)

Apr.1969- Joined Kawasaki Heavy Industries, Ltd.
Apr.2000- General Manager, Machinery Division.
Apr.2001- Executive Officer
Vice President, Gas Turbine & Machinery
Company (In charge of Technology &
Quality Assurance)
General Manager, Machinery Division.
Apr.2002- Executive Officer
Vice President, Gas Turbine & Machinery
Company
General Manager, Gas Turbine Research
& Development Center
General Manager, Machinery Division.
Apr.2003- Executive Officer
President, Gas Turbine & Machinery
Company
Jun.2003- Senior Vice President
President, Gas Turbine & Machinery
Company
(current position)

46,000
Shares

Tadaharu
Ohashi
(Nov.9,1944)

Apr.1969- Joined Kawasaki Heavy Industries, Ltd.

Jun.2003- Senior Vice President

Apr.2005- Senior Executive Vice President
(current position)

41,000
Shares

Akira
Matsuzaki
{(Mar.1,1944)

Apr.1966- Joined Kawasaki Heavy Industries, Ltd.

Apr.2000- General Manager, Construction
Machinery Division
Senior Manager, Manufacturing
Department

Apr.2001- Executive Officer
Vice President, Rolling Stock,
Construction Machinery & Crushing
Plant Company (In charge of
Construction Machinery and Crushing
Plant)
General Manager, Construction
Machinery Division

Apr.2004- Executive Officer
General Manager, Corporate Technology
Division

Jun.2004- Senior Vice President
General Manager, Corporate Technology
Division
(current position)

87,000
Shares




No.

Name
(Date of Birth)

Brief Personal History
[Representation in other company]

Shares of
the
company

Chikashi
Motoyama
(May 10,1945)

Apr.1973- Joined Kawasaki Heavy Industries, Ltd.
Apr.1999- Deputy General Manager,
Aerospace Division
Senior Manager, Production Department
Apr.2001- Executive Officer :
Vice President, Aerospace Company
General Manager, Manufacturing
Division
Jan.2002- Executive Officer
Vice President, Aerospace Company
General Manager, Planning & Control’
Division
General Manager, Manufacturing
Division
Apr.2003- Executive Officer
Vice President, Aerospace Company (In
charge of Planning & Control and
Manufacturing)
Apr.2004- Executive Officer
President, Aerospace Company
Jun.2004- Senior Vice President
President, Aerospace Company
(current position)

78,000
Shares

Jiroh
Noguchi
(Jun 19,1944)

Apr.1970- Joined Kawasaki Heavy Industries, Ltd.
Jul.1999- Deputy Senior Manager, Planning &
Control Office, Aerospace Group
Apr.2001- General Manager, Planning & Control
‘ Division, Aerospace Company
Jan.2002- Senior Manager, Personnel & Labor
Administration Department
Apr:2002- Executive Officer
Senior Manager, Personnel & Labor
Administration Department
Apr.2005- Senior Manager, Corporate Planning
Department
(current position)

53,000
Shares




No.

Name
(Date of Birth)

Brief Personal History
[Representation in other company]

Shares of

.| the

company

Masashi
Segawa
(Nov.22,1947)

Apr.1970- Joined Kawasaki Heavy Industries, Ltd.
Jan.1999- Senior Manager, Manufacturing Division,
Rolling Stock Division, Ship & Rolling Stock
Group
Senior Manager, Manufacturing
Department, Rolling Stock Division, Ship &
Rolling Stock Group
Manager, Manufacturing Business Section,
Rolling Stock Division, Ship & Rolling Stock
Group
Apr.2001- General Manager, Manufacturing
Division, Rolling Stock, Construction
Machinery & Crushing Plant Company
Apr.2003-In charge of Rolling Stock & Construction
Machinery Company
General Manager, Manufacturing Division,
Rolling Stock, Construction Machinery &
Crushing Plant Company
Apr.2004- Executive Officer
Vice President, Rolling Stock,
Construction Machinery & Crushing Plant
Company (In charge of Rolling Stock)
Apr.2005- Executive Officer
President, Rolling Stock & Construction
Machinery Company
(current position)

31,000
Shares

{Notes) The candidate, Masamoto Tazaki is Chairman of NIRO (The New
Industry Research Organization), and the company transacts following
business with NIRO.
+ Contract for research of "Research and Development of Micromini 6 axis
motion sensor for Robots."
There is no special conflict of interest between the Company and the other

candidates.

-




No.4: Election of three (3) Corporate Auditors and one (1) Substitute

Corporate Auditor.

As the term of office of the current Corporate Auditors, Yoshitsugu Wada
and Hiroshi Kawamoto will expire, and Mitsugi Maeda will resign at the end of
this ordinary general meeting of shareholders, we propose to elect three (3)
Corporate Auditors.

Providing gpproval of proposal 2, we propose to elect one (1) Substitute
Corporate Auditor. We have obtained the prior approval of the Board of
Corporate Auditors on this proposal.

The candidates for Corporate Auditor and Substitute Corporate Auditor are

as follows:

(The candidates for Corporate Auditor)

Shares of
No. (Datgixfn}girth) ‘ Brief Personal History the
‘ company
Apr.1959- Joined Kawasaki Kisen Kaisya, Ltd
Jun.1988- Director
Jun.1990- Senior Vice President
Hiroshi Jun.1994- Executive Vice President 27 000
1 Kawamoto | Jan.1998- Senior Executive Vice President Shares
(Jan.5, 1936) | Jun.2000- Resigned from Executive Vice President
Jun.2002- Corporate auditor, Kawasaki Heavy
Industries, Ltd.
(current position)
Apr.1971- Joined Kawasaki Heavy Industries, Ltd.
Apr.1999- In charge of Marketing & Planning
: Office, Plant Engineering Group
Akira Feb.2000- In charge of Corporate Planning Office 13.000
2 Tanoue Apr.2001- Senior Manager, Public Relations Shares
(Apr.5, 1948) Department, Corporate Planning
Department
Apr.2002- Senior Manager, Legal Department
(current position)
Kenzo Apr.1975- Admitted to Bar in Japan
3 Doi Joined Kitayma Law Office (At present 0
(Dec.5 1947) Kitayama-Doi Law Office) Share
(current position)
(Note) There is no special conflict of interest between the Company and the
candidates.

Messrs. Hiroshi Kawamoto and Kenzo Doi are candidates for outside corporate
auditor as stipulated in Article 18, Paragraph 1 of the Law for Special
Provision for the Commercial Code Concerning Audits, etc., of
KABUSHIKI-KAISHA.

-10 -




(The candidate for Substitute Corporate Auditor)

No.

Shares of
N
(Date ?girth) Brief Personal History the
company

Apr.1983- Joined Public Prosecutor, Tokyo
Apr,1998- Retired from Public Prosecutor, Tokyo
Admitted to Bar in Japan

Jul,1998- A member of the House of Councilors

Tomoko Sep,2003- Parliamentary Secretary of Health,
Sasaki Labour and Welfare 0

(Mar.2, 1955) | Jul,2004- Resained Parliamentary Secretary of Share
Health, Labour and Welfare

Expired the term of office of a member of
the House of Councilors ‘
Established Sasaki Tomoko Law Office
{current position)

There is no special conflict of interest between the Company and the
candidate.

Ms. Tomoko Sasaki is a candidate for outside corporate auditor as stipulated
in Article 18, Paragraph 1 of the Law for Special Provision for the Commercial
Code Concerning Audits, etc., of KABUSHIKI-KAISHA.

No.5: Payment of Retirement bonus for retiring Directors and Corporate

Auditors.

Directors Tadashi Nishimura, Takehiko Saeki, Takuya Maeda and Shuichi
Tadokoro and Corporate Auditors Mitsugi Maeda and Yoshitsugu Wada will
retire at the end of this ordinary general meeting of shareholders. In
appreciation of their service during their terms in office, we propose to pay
them a retirement bonus, according to the standards of the Company.
Specifically, the amount of retirement bonus to the Directors will be
¥294,150,000 in total and the amount of retirement bonus to the Corporate
Auditors will be ¥24,585,000 in total. We also propose that‘ the date and
manner of payment be entrusted to the Board of Directors with respect to the
payment to Directors, and to the agreement between Corporate Auditors with
respect to the payment to Corporate Auditors.

Brief personal histories of each of the retiring Directors and the retiring

Corporate Auditors are as follows:
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Name Brief Personal History
Jun. 1995- Director
Jun. 1997- Senior Vice President
Tadashi Nishimura | Apr, 2001- Senior Executive Vice President
Apr. 2005- Director

{current position)
Jun. 1997- Director v
Jun. 2000- Senior Vice President
Takehiko Saeki Apr, 2003- Senior Executive Vice President
‘ Apr. 2005- Director

(current position)
Jun. 1999- Director
Jun. 2001- Senior Vice President
Oct. 2004- Director

(current position)
Jun. 1999- Director
Jun. 2001- Senior Vice President
Oct. 2002- Director

(current position)
Jun. 2000- Corporate Auditor

(current position)
Jun. 2002- Full-time Corporate Auditor
(current position)

Takuya Maeda

Shuichi Tadokoro

Mitsugi Maeda

Yoshitsugu Wada

No.6: Arrangement and payment of retirement bonus for Directors and
Corporate Auditors associated with abolition of the Retirement bonus system
for Directors and Corporate Auditors
We have decided to completely abolish the retirement bonus system for
Directors and Corporate Auditors at the end of this ordinary general meeting
of shareholders. Associated with the abolition of the retirement bonus system,
we proposed to arrange and pay retirement bonuses to Directors Masamoto
Tazaki, Shinichi Morita, Masatoshi Terasaki, Takashi Yoshino, Tadaharu
Ohashi, Akira Matsuzaki and Chikashi Motoyama, and Corporate Auditors
Hiroshi Kawamoto and Tadao Ueda, according to the standards of the
Company. Specifically, the amount of the retirement bonus paid to the
Directors will be ¥355,350,000 in total and the amount of the retirement
bonus paid to the Corporate Auditors will be ¥8,280,000 in total. The
pavment will be made on the retirement of each of Directors and Corporate
Auditor. We also propose that the manner of payment be entrusted to the
Board of Directors with respect to the payment to Directors, and to the
agreement between Corporate Auditors with respect to the payment to
Corporate Auditors.
Brief personal histories of each of the Directors and the Corporate Auditors

are as follows:
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Name

Brief Personal History

Masamoto Tazaki

Jun.1992- Director

Jun.1996- Senior Vice President

Jun.1997- Executive Vice President

Jun.2000- President and CEQO
(current position)

Shinichi Morita

Jun.2000- Director
Apr.2001- Senior Vice President
(current position}

Masatoshi Terasaki

Jun.2002- Senior Vice President
Apri.2005- Senior Executive Vice President
(current position}

Takashi Yoshino

Jun.2003-Senior Vice President
{current position)

Tadaharu Ohashi

Jun.2003- Senior Vice President
Apr.2005- Senior Executive Vice President
(current position)

Akira Matsuzaki

Jun.2004- Senior Vice President
{current position)

Chikashi Motoyama

Jun.2004- Senior Vice President
(current position)

Hiroshi Kawamoto

Jun.2002-Corporate Auditor
(current position)

Tadao Ueda

Jun.2004-Full-time Corporate Auditor
(current position} .

-13-
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(Attachment)

Condensed Non-consolidated Balance Sheet

(As of March 31, 2005) (In Thousands of
(In millions of yen) U.S.dollars)
Assets :

Current assets 622,416 5,974,772
Property, plant and equipment 130,278 1,212,902
Other non-current assets 160,200 1,491,480
Total assets 912,894 8,499,154

Liabilities and shareholders’ equity : .
Current liabilities : 512,535 4,771,772
Long-term liabilities ' 228,726 © 2,129,463
Shareholders’' equity 171,633 1,597,919
Total liabilities and shareholders' equity 912,894 8,499,154

Condensed Non-consolidated Statement of Operations
(For the year ended March 31, 2005)

(In Thousands of

(In millions of yen) U.S.dollars)
Net sales 876,233 8,157,835
Cost of sales 812,962 7,568,771
Gross profit . 63,271 589,064
Selling, general and administrative expenses 53,233 495,605
Operating profit v 10,038 93,459
Other income (expenses) 1,044 9,714
Profit before income taxes 11,082 103,173
Income taxes
Current (9,420) (87,700)
Deferred 6,273 58,404
Net profit ‘ 7,935 73,877

{Note) Japanese Yen is translated into U.S. Dollars at the rate of 107.41 Yen per dollar,
the exchange rate at March 31, 2005.
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(Attachment)

Condensed Consolidated Balance Sheet

(As of March 31, 2005) (In Thousands of
(In millions of ven) U.S.dollars)
Assets :
Current assets ,
Cash on hand and in banks 44,629 415,501
Receivables, less allowance 413,619 3,850,843
Inventories _ 332,333 3,094,060
Other current assets 46,424 432,213
Total current assets 837,005 7,792,617
Investments and long-term loans
less allowance : 79,569 740,797
Net Property, plant and equipment : ' 243,166 2,263,905
Intangible and other assets : 34,733 323,368
Total assets 1,194,473 11,120,687

Liabilities, minority and shareholders' equity :
Current liabilities:

Short-term borrowings

and current portion of long-term debt 146,605 1,364,910
Trade payables 348,389 3,243,543
Advances from customers 106,574 992,217
Other current liabilities 96,914 902,281

Total current liabilities 698,482 6,502,951
Long-term liabilities:
Long-term debt, less current portion 207,279 1,929,792
Others 82,556 768,607
Total long-term liabilities 289,835 2,698,399
Minority interests 4,691 43,674
Shareholders' equity :
Cbmmon stock 81,427 758,095 )
Capital surplus : 31,390 292,245
Retained earnings 88,704 825,845
Net unrealized gain on securities 16,910 157,434
Foreign currency translation adjustments : (16,843) (156,811)
Treasury stock (123) (1,145)
Total shareholders' equity 201,465 1,875,663
Total liabilities, minority interests and shareholders' equity 1,194,473 11,120,687

(Note) Japanese Yen is translated into U.S. Dollars at the rate of 107.41 Yen per dollar,
the exchange rate at March 31, 2005.
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(Attachment)

Condensed Consolidated Statement of Operations

(For the year ended March 31, 2005)

Net sales
Cost of sales
Gross profit
Selling, general and administrative expenses
Operating income(loss)
Other income (expenses):
Interest and dividend income
Equity in income (loss) of non-consolidated
subsidiaries and affiliates
Interest expense
Other, net
Income (loss) before income taxes and
minority interests
Income taxes
Minority interests in net income of
consolidated subsidiaries

Net income (loss)

(In millions of yen)

(in Thousands of
U.S.dollars)

1,241,592 11,559,371
1,088,219 10,131,450
153,373 1,427,921
128,629 1,197,551
24,744 230,370
3,241 30,174
506 4,711
(6,296) (58,617)
(1,631) (15,185)
20,564 191,453
(8,495) {79,089)
(590) (5,493)
11,479 106,871

(Note) Japanese Yen is translated into U.S. Dollars at the rate of 107.41 Yen per dollar,

the exchange rate at March 31, 2005.
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EXHIBIT 8

June 28, 2005
Dear Shareholders

Tadaharu Ohashi

President

Kawasaki Heavy Industries, Ltd.
1-1 Higashikawasaki-cho 3chome,
Chuo-ku, Kobe

RESOLUTIONS OF GENERAL MEETING OF SHAREHOLDERS

We inform you of the resolutions of the 182nd Ordinary General Meeting of
Shareholders of Kawasaki Heavy Industries, Ltd. held in Kobe on June 28, 2005 as

follows:

Reported:

1. The Business report, the Non-Consolidated . balance sheet and the
Non-Consolidated income statement for the 182nd Business Term (from April 1,
2004 to March 31, 2005)

2. The Consolidated balance sheet and the Consolidated income statement for
the 182nd Business Term (from April 1 , 2004 to March 31, 2005),as well as the
Audit Reports

The details of the above documents were reported.

Resolutions:
No.1l: Approval of proposed appropriation of retained earnings for the 182=4
Business Term
This proposal was approved as originally proposed. The dividend per ordinary

share was determined to be ¥2.50.

No.2: Partial amendments to the Articles of Incorporation
This proposal to reduce the maximum number of Directors from twenty (20)
to fifteen (13), to reduce the term of office of Directors from two years to one -
year, to establish several provisions regarding Substitute Auditors was

approved as originally proposed.



No.3:

No.4:

No.5:

Election of nine (9) Directors |
Directors Masamoto Tazaki, Shinichi Morita, Masatoshi Terasaki, Tadaharu
Ohashi, Akira Matsuzaki, Chikashi Motoyama, Jiroh Noguchi and Masashi

Segawa were elected and have taken office.

Election of three (3) Corporate Auditors and one (1) Substitute
Corporate Auditor
Corporate Auditors Hiroshi Kawamoto, Akira Tanoue, Kenzo Doi were elected
and has taken office. And Substitute Corporate Auditor Tomoko Sasaki were

elected.

Payment of Retirement bonus for retiring Directors and Corporate
Auditors .

It was approved as originally proposed that retirement bonus be paid for
Directors Tadashi Nishimura, Takehiko Saeki, Takuya Maeda and Shuichi
Tadokoro and Corporate Auditors Mitsugi Maeda and Yoshitsugu Wada,
according to the standards of the Company, and that the date and the
manner of payment to the retiring Directors be entrusted to the Board of
Directors, and to the retiring Corporate Auditors be entrusted to the

agreement between Corporate Auditors.

No.6: Arrangement and payment of retirement bonus for Directors and

Corporate Auditors associated with abolition of the Retirement bonus
system for Directors and Corporate Auditors

It was approved as originally proposed that retirement bonus be paid for
Directors Masamoto Tazaki, Shinichi Morita, Masatoshi Terasaki, Takashi
Yoshino, Tadaharu Ohashi, Akira Matsuzaki and Chikashi Motoyama and
Corporate Auditors Tadao Ueda and Hiroshi Kawamoto, according to the
standards of the Company, and that the date and the manner of payment to
Directors be entrusted to the Board of Directors, and to Corporate Auditors

be entrusted to the agreement between Corporate Auditors.

This translation has been prepared solely for the convenience of shareholders.
-END-



EXHIBIT 9

EXHIBIT 9
(Brief description)

Annual Business Report to the Shareholders (The 182th Business Term)

[Financial Highlights]
[Greetings]
[Outline of Business]

Shipbuilding

Rolling Stock, Construction Machinery & Crushing Plant
Aerospace

Gas Turbines & Machinery

Plant & Infrastructure Engineering

Consumer Products & Machinery

Others

[Topics]

[Financial Results]

[Interim Consolidated Financial Statements March 30, 2005]
[Interim Non-Consolidated Financial Statements March 30, 2005]
{Corporate Data]

Date of Foundation

Paid-in Capital

Number of Employees

Head Office

Subsidiaries

Board of Directors

Number of Shares Outstanding
Number of Shareholders




cXHIBIT 10

EXHIBIT 10
{Brief description)

Annual Securities Report dated June 28, 2005

Annual Securities Report for the period from April 1st, 2004 to March 31st, 2005, describing the
Corporation’s capital, management, business, financial statements for the year and other matters

concerning the Corporation.

[Contents]
I.  Corporate Information (KHI Group)

L.

ii.

iii.

iv.

vi.

Outline of the Corporation

1.

vl W

Financial Highlights
History

Contents of Business
Subsidiaries

Employees

Business and Sales

NP oA 0

Summary of Business
Production, Order and Sales
Subject of Business
Business Risk

Important Contracts

R&D

. Analysis of Financial Condition and Results of Operation

Plant and Equipment Investment

1.
2.
3.

Capital expenditures
Production facilities of the Corporation
Plant and Equipment Investment Plan

Outline of the Company (KHI)

1. Principal Shareholders
2. Treasury stock

3. Dividend policy

4,
5
6

Price Range of the Common Stock

. Directors

. Corporate Governance

Management

1.Consolidated Financial Statements
2.Non-Consolidated Financial Statements

Stock information

vii. Other information concerning the Company

II. Information concerning the parent company who guarantees the Company’s public

offering securities
[Auditors’ Report]
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EXHIBIT 11

AP

N FASE,
M&\é&;m”

July 29, 2005
{Consolidated)

KAWASAKI HEAVY INDUSTRIES, LTD. AND CONSOLIDATED SUBSIDIARIES
FLASH CONSOLIDATED FINANCIAL RESULTS OF THE FIRST QUARTER (Unaudited)

For three months ended June 30, 2005 and 2004 and one year ended March 31, 20056

Thousands of

Operating results Millions of yen U.S. dollars
Three months ended  Three months ended % Three months ended
Jun. 30, 2005 Jun. 30, 2004 Change Jun. 30, 2005
Net sales ¥ 264,080 ¥ 261,047 +1% $ 2,387,056
Operating income (loss) 2,440 531 +360% 22,056
Net income (loss) 1,625 (2,720 - 14,689
Net income (loss) per share (Yen) 11 1.9
Financial condition Millions of yen / Thousands of U.S. dollars
Total assets Shareholders' equity Ratio of shareholders'
equity to total assets
As of June 30, 2005 ¥ 1,174,350 ¥ 197,832 17%
As of March 31, 2005 1,194,473 201,465 17%
As of June 30, 2005 $ 10,615,113 $ 1,788,231 -
Yen / U.S. dollars Thousand shares
Shareholders' equity Number of shares
per share issued and outstanding
As of June 30, 2005 ¥ 137.2 1,442,350
As of March 31, 2005 139.7 1,442 359
As of June 30, 2005 $ 1.24 -
Fiscal year forecast Millions of yen
Net sales Net income
One year ending March 31, 2006 ¥ 1,270,000 ¥ 14,000

Notes: 1. This "FLASH CONSOLIDATED FINANCIAL RESULTS" and following financial statements have been prepared in
conformity with generally accepted accounting principles and practices in Japan.
2. All US$ amounts in these statements represent the arithmetical results of translating Japanese yen to U.S. dollars
on the basis of ¥110.63=$1, the rate prevailing as of June 30, 2005, solely for the convenience of the readers.
3. At this stage, it is difficult to estimate the impact of the suspicion that there was a violation of the Antimonopoly Act
in connection with a bid rigging case concerning steel bridge construction projects. Therefore, fiscal year forecast in this

"FLASH CONSOLIDATED FINANCIAL RESULTS" does not include this impact.




Condensed Consolidated Balance Sheets
As of June 30 and March 31, 2005

(Consolidated)

Thousands of

Millions of yen U.S. dollars
As of As of As of
Jun. 30, 2005 Mar. 31, 2005 Jun. 30, 2005
Assets :
Current assets :
Cash on hand and in banks ¥ 51,185 ¥ 44,629 3 462,668
Receivables, less allowance 333,913 413,619 3,018,286
Inventories 368,844 332,333 3,334,032
Other current assets 66,015 46,424 596,720
Total current assets 819,957 837,005 7,411,706
Investments and long-term loans less allowance : 76,040 79,569 687,336
Net property, plant and equipment : 242,633 243,166 2,193,194
Intangible and other assets : 35,720 34,733 322,877
Total assets ¥ 1,174,350 ¥ 1,194,473 $ 10,615,113
Liabilities and shareholders' equity :
Current liabilities :
Short-term borrowings
and current portion of long-term debt ¥ 143,714 ¥ 146,605 $ 1,299,051
Trade payables 296,070 348,389 : 2,676,218
Advances from customers 148,132 106,574 1,338,986
Other current liabilities 94,204 96,914 851,523
Total current liabilities 682,120 698,482 6,165,778
Long-term liabilities : ,
Long-term debt, less current portion 205,455 207,279 1,857,136
Others 84,292 82,556 761,927
Total long-term liabilities 289,747 289,835 2,619,063
Minority interests 4,651 4,691 42,041
Shareholders' equity :
Common stock 81,427 81,427 736,030
Capital surplus 31,390 31,390 283,739
Retained earnings 86,527 88,704 782,130
Net unrealized gains on securities 14,105 16,910 127,497
Foreign currency translation adjustments (15,489) (16,843) (140,008)
Treasury stock (128) (123) ~(1,157)
Total shareholders' equity 197,832 201,465 1,788,231
Total liabilities and shareholders' equity ¥ 1,174,350 ¥ 1,194,473 3 10,615,113
Condensed Consolidated Statements of Operations
For three months ended June 30, 2005 and 2004
Thousands of
Millions of yen U.S. dollars
Three months ended  Three months ended % Three months ended
Jun. 30, 2005 Jun. 30, 2004 Change Jun. 30, 2005
Net sales ¥ 264,080 ¥ 261,047 +1% § 2,387,056
Cost of sales 232,158 228,871 2,098,509
Gross profit 31,922 32,176 288,547
Selling, general and administrative expenses 29,482 31,645 266,491
Operating income (loss) 2,440 531 +360% 22,056
Other income (expenses) :
Interest and dividend income 1,226 1,104 11,082
Equity in income (loss) of unconsolidated
subsidiaries and affiliates 316 245 2,856
Interest expense (1,449) (1,669) (13,098)
Other, net 1,130 643 10,214
Income (loss) before income taxes and
minority interests 3,663 854 +329% 33,110
Income taxes (2,043) (3,608) (18,467}
Minority interests in net loss (income)
of consolidated subsidiaries 5 34 46
Net income (loss) ¥ 1,625 ¥ (2,720) - § 14,689

_2.




Net sales, orders and operating income (loss) by industry segment
For three months ended June 30, 2005 and 2004

Net sales :

Shipbuilding
Rolling Stock,

Construction Machinery

& Crushing Plant

Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other

Total

Orders :

Shipbuilding
Rolling Stock,

Construction Machinery

& Crushing Plant

Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other

Total

Operating income (loss) :

Shipbuilding
Rolling Stock,

Construction Machinery

& Crushing Plant

Aerospace
Gas Turbines & Machinery
Plant & Infrastructure Engineering
Consumer products & Machinery
Other .

Total

{Consolidated)

Thousands of

Millions of yen U.S. dollars
Three months ended Three months ended % Three months ended
Jun. 30, 2005 Jun. 30, 2004 Change Jun. 30, 2005
¥ 25,856 (10%) ¥ 19,348 (8%) +34% $ 233,716
31,216 (12%) 24,220 (9%) +29% 282,166
35,568  (14%) 36,001 (14%) -1% 321,504
32915 (12%) 37,844 (14%) -13% 297,523
26,607 (10%) 33,855 (13%) -21% 240,504
84,281 (32%) 81,533 (31%) +3% 761,828
27,637  (10%) 28,246 (11%) -2% 249,815
¥ 264,080 (700%) ¥ 261,047  (100%) +1% $ 2,387,056
Thousands of
Millions of yen U.S. dollars
Three months ended Three months ended % Three months ended
Jun. 30, 2005 Jun. 30, 2004 Change Jun. 30, 2005
¥ 23,492  (10%) ¥ 29,080 (12%) -19% § 212,347
8,674 (4%) 15716  (7%) -45% 78,405
18,402 (8%) 14,663  (6%) +25% 166,338
62,033  (26%) 46,503  (20%) +33% 560,725
13,231 (6%) 17,282 (7%) -23% 119,597
84,281  (35%) 81,533 (36%) +3% 761,828
28,276  (11%) 29,046  (12%) -3% 255,591
¥ 238,389 (100%) ¥ 233,823  (100%) +2% 8 2,154,831

Millions of yen

Three months ended

Three months ended

Jun, 30, 2005 Jun. 30, 2004

¥ 332 ¥ 1,810
229 (235)

1,768 964
48 (1,299)
(4,984) (3,003)

3,203 978

1,844 1,316

¥ 2,440 ¥ 531

Thousands of
U.S. dollars
Three months ended
Jun. 30, 2005

3 3,001

2,070
15,981

434

(45,051)

28,953

16,668

$ 22,056
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