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Profile

In December 2003, Ishikawajima-Harima Heavy Industries Co., Ltd., (the “Company”) celebrated the

150th anniversary of its establishment.
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To Our Shareholders

The Year in Review
In the year ended March 31, 2006, the Japanese

economy showed clear signs of recovery, casting off

indications of leveling off in the business climate that

had carried over from the first half of the year. ExportusinesTw(rTjT*-04uina aniedf tr countarrsff iAsia rallrri, anief thtrr eff)TjT*0.4002 Tc0522T*-0toward favorable corExpimatperformance wasof flectrieinff
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In aggregate, cash and cash equivalents at the end of the

year totaled ¥137.4 billion, a decrease of ¥2.3 billion

compared with previous year-end.

Outlook for the Year Ending March 31, 2007
The global economy is facing risk factors such as

turbulent exchange-rate fluctuations amid a rising trend

in crude oil prices and the growing current account deficit

in the U.S., but stability is expected to be sustained,

pulled along by high growth in the East Asian region

centered on China and by the robust U.S. economy.

The Japanese economy, bolstered by steady growth in

export orders received from the solid U.S. and Chinese

economies, is generally expected to continue its gradual

upward momentum from the effects of temporary tax

reductions and the presence of fewer factors that would

hold back the spread of improvements in corporate

performance.

Based on this outlook, IHI estimates consolidated net



What are the fundamental management poli-
cies of the IHI Group? 

The companies that together form the IHI Group all share

the same management philosophy: “Using technology for
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(3)  Reinforcing the management of Group companies.

To strengthen corporate governance, a Group Corporate
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Research and Development Highlights
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IHI Marine United
Kure Shipyard
Products & services: Shipbuilding,
conversion and repairing

Certificates: ISO 9001 (JIS Q 9001),
NK and ISO 14001 (JIS Q 14001)Products & serviceLaunch vehicles1),

Certificate (JIS 4.6001incluuilde (),







IHI Annual Report 200630 Basic Philosophy on Corporate GovernanceIHI defines corporate governance as a system designed to maximize corporate value by increasing the efficiency of management toleverage the Company’s capabilities as much as possible. To establish and strengthen a system of excellent corporate governance, IHI aims to enhance its compliance structure based onthe necessity for a system to observe internal decision-making and business execution that is made in accordance with laws,regulations and acceptable procedures.  Corporate Governance Measures1. Management Organizationdirector. auditors. its outside director or outside auditors. 
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Financial Section
Years ended March 31

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

36 Financial Review
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42 Consolidated Statements of Cash Flows

44 Notes to the Consolidated Financial Statements
58 Report of Independent Auditors

Consolidated Six-Year Summary
Millions of yen

2006 2005 2004 2003 2002 2001Net salote06 Cosort osalot06986,66006, anminorqui i terestt0622,16506
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Financial Review

Operating Results

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

increased 3.5% to ¥1,127.1 billion. Although declining year-on-

year sales were recorded in three business segments-logistics

systems and structures operations energy and plant operations

and shipbuilding and offshsoateased 1Fer saleng adatbygistics
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Thousands of
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As a result, income before income taxes declined by
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3. Marketable securities and investment securities

A summary of other securities with stated market prices at March 31, 2005, is as follows:

Millions of yen

2005
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 ¥26,037 ¥83,941 ¥57,904

Debt securities — — —

Other — — —

Subtotal ¥26,037 ¥83,941 ¥57,904

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

Equity securities ¥ 1,236 ¥ 1,207 ¥ (29)

Debt securities — — —

Other — — —

Subtotal ¥ 1,236 ¥ 1,207 ¥ (29)

Total ¥27,273 ¥85,148 ¥57,875

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

Millions of yen Thousands of U.S. dollars

2006 2006
Amount recorded Amount recorded

in the balance in the balance
Acquisition cost sheet Difference Acquisition cost sheet Difference

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

Equity securities
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6. Losses on impairment of fixed assets
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9. Deferred tax assets and liabilities

Significant components of the Companies’ deferred tax assets and liabilities at March 31, 2006 and 2005, were as follows:
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The Company and domestic subsidiaries have defined benefit pension plans, and certain overseas subsidiaries have lump-sum retire-
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17. Segment information

(a) Industry segments
Industry segment information of the Companies for the years ended or as of March 31, 2006 and 2005, is shown below:

Millions of yen

Eliminations
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(6) Other Operations
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Report of Independent Auditors

The Board of Directors
Ishikawajima-Harima Heavy Industries Co., Ltd.

We have audited the accompanying consolidated balance sheets of Ishikawajima-Harima Heavy Industries Co., Ltd. and consolidated

subsidiaries as of March 31, 2006 and 2005, and the related consolidated statements of income, shareholders’ equity, and cash flows for

the years then ended, al4Jpressateinhe n. (Tse finalainuad statementshand the sp coibi01 1695 7IT accom's managstate. Our sh f)Tj351001.75 TD1020001 Tc0 the sp- for



Profile

In December 2003, Ishikawajima-Harima Heavy Industries Co., Ltd., (the “Company”) celebrated the

150th anniversary of its establishment.
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