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Founded in 1878, Kawasaki Heavy Industries, Ltd. (KHI), is a 
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Thousands of
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increase in the profitability of our Consumer

Products & Machinery segment, contributed direct-

ly to marked gains in profitability. Operating income



4 • Kawasaki Heavy Industries, Ltd.

787, and in our Gas Turbines & Machinery business,

which is participating in the joint development and

production program of the Rolls Royce TRENT

1000 engines, which will power the 787.
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appropriate. The outside auditors on the Board of

Auditors have no transactions or other relationships

that represent conflicts of interest, and they perform

their duties as neutral and objective third parties. In

addition, the Auditing Department is responsible for

internal auditing and is constantly checking, from a
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An Interview with Tadaharu Ohashi, President

The goal for the time being is attaining the objectives of the medium-term
business plan and strengthening the Kawasaki brand.
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Recently, there has been a trend in society to evaluate corporations according to a wider range of crite-
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Rolling Stock, Construction Machinery & Crushing Plant
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A E R O S P A C E

Review of Operations

Business Results
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OVERVIEW
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Despite adverse movement in the foreign currency exchange
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Infrastructure Engineering segment. However, these negative

factors were more than offset by higher profitability in the

Rolling Stock, Construction Machinery & Crushing Plant and

the Consumer Products & Machinery segments plus the posi-
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Thousands of 402,255 365,377 3,745,042

Other ............................................................................................................ 17,378 18,155 161,792

Allowance for doubtful receivables ................................................................ (6,014) (6,725) (55,991)

.................................................................................................................................. 413,619 376,807 3,850,843

Inventories (Notes 3 and 5) ............................................................................... 69,972 65,008
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Thousands Millions of yen

Number of Net Foreign
shares of unrealized currency
common Common Capital Retained gains on translation Treasury

stock stock surplus earnings securities adjustments stock
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Thousands of
U.S. dollars

Millions of yen (Note 1)

2005 2004 2003 2005

Cash flows from operating activities:

Income before income taxes and minority interests ................................. ¥ 20,564 ¥ 11,242 ¥ 17,228 $ 191,453 

Adjustments to reconcile net income before income taxes and

minority interests to net cash provided by operating activities:

Depreciation and amortization ............................................................. 31,555 32,590 31,595 293,781 

Provision for retirement and severance benefits ...................................... 8,779 7,172 1,955 81,734 

Provision for (reversal of) allowance for doubtful accounts ................... (213) 817 (718) (1,983)

Provision for losses on construction contracts ..................................... 1,841 4,256 752 17,140 

Provision for (reversal of) restructuring charges .................................... — 
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Employees of the Company’s overseas consolidated subsidiaries are generally covered by various pension
plans, accounted for in accordance with generally accepted accounting principles in the country of domicile.

With corporate separation of the crushing machinery business on April 1, 2005, the Company provided the
allowance for retirement and severance benefits to fully amortize net transition obligation for employees of
crushing machinery business in the amount of ¥1,315 million ($12,243 thousand).

The Company and its domestic consolidated subsidiaries provide for retirement and severance benefits for
directors and statutory auditors principally at 50 percent of the amount required if they retired at the balance
sheet date.
(v) Hedge accounting
The Company and its consolidated subsidiaries employ deferred hedge accounting. If derivative financial instru-
ments are used as hedges and meet certain hedging criteria, the Company and its consolidated subsidiaries
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Millions of yen
2004

Acquisition
cost Book value Difference

Securities with book values exceeding acquisition costs:
Equity securities ................................................................. ¥13,753 ¥36,920 ¥23,167

Other securities:
Equity securities ................................................................. 1,320 1,093 (227)
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The aggregate annual maturities of long-term debt as of March 31, 2005 are as follows:
Thousands of

Year ending March 31, Millions of yen U.S. dollars

2006 ..........................................................................................................................
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(a) Information by industry segment
Millions of yen

2005
External Intersegment Total Operating Operating Total Depreciation Capital

sales sales sales expenses income (loss) assets and amortization expenditures

Shipbuilding .......................................... ¥ 87,081 ¥ 1,125 ¥ 88,206 ¥ 87,175 ¥ 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 5,221 8,163
Gas Turbines & Machinery .................... 141,366 19,758 161,124 158,443 2,681 124,063 2,971 2,374
Plant & Infrastructure Engineering ......... 191,012 15,353 206,365 220,823 (14,458) 153,685 1,942 640
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 29,509 28,997
Eliminations and corporate .................... — (87,931) (87,931) (87,870) (61) 25,302 2,046 695

Consolidated total ............................. ¥1,241,592 ¥ — ¥1,241,592 ¥1,216,848 ¥ 24,744 ¥1,194,473 ¥31,555 ¥29,692 

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 ¥ 95,915 ¥ 98,276 ¥ (2,361) ¥ 89,850 ¥ 2,442 ¥ 5,294
Rolling Stock, Construction 

Machinery & Crushing Plant ................ 120,597 2,950 123,547 119,225 4,322 127,786 2,612 3,393
Aerospace ............................................ 173,783 1,713 175,496 171,252 4,244 221,960 4,959 9,030
Gas Turbines & Machinery .................... 136,468 14,958 151,426 146,890 4,536 124,065 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 3,247 138,803 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 .................... — (79,500) (79,500) (79,293) (207) 36,310 2,465 2,656
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As a result of this change, in Aerospace, External sales and Total sales increased ¥3,635 million ($33,842
thousand) and Operating income increased ¥363 million ($3,380 thousand). In Plant & Infrastructure
Engineering, External sales and Total sales increased ¥12,189 million ($113,481 thousand) and Operating loss
decreased ¥1,772 million ($16,498 thousand).

(b) Information by geographic area
Millions of yen

2005
External Intersegment Total Operating Operating Total
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North America includes mainly the U.S.A. and Canada. Europe includes mainly Netherlands, the United
Adustalica andBrazild.

(c) Corporate assets.
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Paid-in Capital Equity
Name Location (Millions of yen, (% ownership Principal Businesses

unless otherwise noted) by KHI Group)

PLANT & INFRASTRUCTURE ENGINEERING

Japan Gas Turbine K.K.† Japan 1,500 40.00 Sale, assembly, site engineering support, repair, 

testing, pilot operation, installation, and arrangement

of power generation equipment as well as related

service-based businesses

Shanghai Cosco Kawasaki Heavy Industries China US$29,800* 45.00 Manufacture and sale of steel structures

Steel Structure Co., Ltd.
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Paid-in Capital Equity
Name Location (Millions of yen, (% ownership by Principal Businesses

unless otherwise noted) KHI Group)
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Kawasaki Motors Corp., U.S.A.
9950 Jeronimo Road,
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