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. Cost reductions were built into budgets to ensure a 
certain level of profit; however, these reductions 
were not realized for a variety of factors, including the
project schedule disruptions.

. In order to recover fixed cost, it was emphasized to 
achieve profit targets by an increase of net sales
and  orders received. Under such circumstances, 
management capabilities were overstretched and 
project profitability deteriorated as processes
suffered disruption.

In addition, there existed the following problems within
the internal control system:

. Shortcomings in risk management, which resulted in
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Review of Operations

Deck Crane Cumulative Production Volo.449/Cs9 es 5,001 Unit
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Order for New Blast Furnace from Sumitomo Metal Industries, Ltd. 
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Research and Development Highlights
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Financial Review

Operating Results

During the fiscal year under review, IHI’s consolidated net sales

increased 8.3% to ¥1,221.0 billion. There was an operating

loss amounting to ¥5.6 billion, net income before income taxes

and minority interests of ¥15.0 billion, and a net loss of ¥4.6

billion. Shipbuilding and offshore operations achieved a

turnaround from the previous fiscal year, recording net sales

growth of 14.5%. Aero-engine and space operations and

industrial machinery operations continued to enjoy2.14.6
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Consolidated Statements of Cash Flows
Years ended March 31, 2007 and 2006

Ishikawajima-Harima Heavy Industries Co., Ltd., and Consolidated Subsidiaries

Thousands of
Millions of yen U.S. dollars (Note 1)
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3. Marketable securities and investment securities

A summary of other securities with stated market prices at March 31, 2006, is as follows:

Millions of yen

2006
Amount recorded

in the balance
Acquisition cost sheet Difference

Other securities whose market prices exceed their acquisition cost 
recorded in the balance sheet:

Equity securities ¥22,962 ¥101,032 ¥78,070

Debt securities — — —

Other — — —

Subtotal ¥22,962 ¥101,032 ¥78,070

Other securities whose market prices do not exceed their acquisition cost 
recorded in the balance sheet:

Equity securities ¥ 1,207 ¥ 932 ¥ (275)

Debt securities — — —

Other — — —

Subtotal ¥ 1,207 ¥ 932 ¥ (275)

Total ¥24,169 ¥101,964 ¥77,795

that when the amount of the resulting difference is immaterial, it
is charged or credited to income as incurred.

(s) Approchatlions ofrketintedearntines
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9. Research and development expenses

Research and development expenses, included in product cost, and selling, general and administrative expenses, were ¥23,426 million
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Future minimum lease payments subsequent to March 31, 2007 and 2006, for finance leases accounted for as operating leases
are summarized as follows:

Thousands of
Millions of yen U.S. dollars

2007 2006 2007

Within one year ¥ 3,784 ¥ 3,077 $ 32,054

Thereafter 11,292 9,053 95,655

Total ¥ 15,076 ¥ 12,130 $127,709

Lease assets of impairment losses outstandings 19 2 161

Total ¥ 19 ¥ 2 $ 161

(b) Operating leases (Lessee)
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(6) Other Operations
Diesel engines, agricultural machinery, construction machinery, financing and services, marine tranlel enginoothers

ii Operating expenses were entirely allocated to each industry segment.



The Board of Directors
IHI Corporation (formerly Ishikawajima-Harima Heavy Industries Co., Ltd.)

We have audited the accompanying consolidated balance sheets of IHI Corporation and consolidated subsidiaries as of March 31, 2007

and 2006, and the related consolidated statements of operations, changes in net assets, and cash flows for the years then ended, all

expressed in Japanese yen. These financial statements are the responsibility of the Company’s management. Our responsibility is to
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