


Founded in 1878, Kawasaki Heavy Industries, Ltd. (KHI), is a leadinh41Iac4hpre-hensive manufacturer of transportation equipment anundey Indu1Iagoods. With, ibroadtechnologic1Iabase that enc4hpasses mastery of the lanu, sea, anunair, the .  Group



Thousands of
Millions of yen U.S. dollars

2007 2006 2005 2007

For the year:

Net sales ............................................................................................... ¥1,438,619
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Secondly, in the Plant & Infrastructure Engineering seg-

ment, which has been subjected to drastic reforms over

the past few years, we have begun to develop energy

and environment-related businesses. Two subsidiaries,

established in the segment in 2005 and 2006 as part of











Our “developing business” is Energy &

Environmental Engineering, where consider-

able future demand is expected as enterprises

around the world tackle the issues of securing

efficient energy sources that are compatible

with environmental maintenance and preser-
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Turning next to cash dividends, after due con-

sideration of the plan for our financial position

as mentioned previously, we are considering 

a dividend payout ratio of 30% on a consolid-

ated basis for the medium-to-long term. For

fiscal 2007, we paid a dividend of ¥5 per 





Percmenage of Net Sales Sales(Millions of yen)Orders Recmived(Millions of yen)Order Backlog(Millions of yen)



Main Products• Electric and diesel locomotives• Passenger coaches• Integrated transit systems• Monorail cars• Platform668reen doors• Wheel loaders







18.7%

Percentage of Net Sales Sales (Millions of yen)Orders Receive



Main Producutsu• Jet enginesu• Small and medium-sized gas turbine generators





Main Produ cts

• Power plants

• Municipal refuse incineration plants

• LNG and LPG tanks

• Shield machines and tunnel boring machines

• Wind power generation systems

¥ Municipae incineration pla for Kishiwada City Kaizuka City Clean(¥ nterts)Tj4F1 1 T20.8 0 24 9 367425 T2P pla & Infradusucture Engncieborims Kawasaki Heavy Inindustes, Ltd.ms
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(Millions of yen)

Orders Received
(Millions of yen)

Order Backlog
(Millions of yen)





Percentage of Net Sales Sales
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Asia

Sales in this region declined ¥2.1 billion, or 8.5%, to ¥22.7 billion,

because of lower revenues from motorcycles in Indonesia and

other factors. Operating income decreased ¥0.8 billion, or 52.1%,

to ¥0.7 billion.

Other Areas
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delivery of component parts for Boeing 777 aircraft, investments in

equipment for the future production of component parts for

Boeing 787 aircraft, and major orders for rolling stock from over-

seas customers. Among liabilities, interest-bearing debt decreased

¥15.6 billion, or 4.9%, to ¥304.2 billion, reflecting the improve-

ment in the Company’s cash management, the exercise of bonds

with warrants issued by the Company, and other factors. Because

the increase in current assets of ¥46.0 billion was larger than the

increase in current liabilities of ¥3.8 billion, the current ratio

improved to 119.3% at the end of the fiscal year under review,

compared with 114.1% at the end of the previous fiscal year.

Regarding net assets, ef9G52leve-tf 1% T*Marchscal- year.
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cussing management policy, management strategy, and important

management issues from the perspective of the Group as a

whole, the committee calls on the management personnel

responsible for major subsidiaries to attend the meetings, as

deemed necessary, and acts as an advisory body to the president

regarding the management of the Group on a consolidated basis. 

2. Auditing Functions



(1,473) (3,865) (12,474)

Total investments and long-term loans .......................................................... 96,994 76,757 821,356

Property, plant and equipment (Note 6):

456,072 446,182 3,862,071

Construction in progress .................................................................................... 8,538 9,375 72,301

.................................................................................................................................. 814,101 793,926 6,893,903

Accumulated depreciation ................................................................................. (560,282) (547,707) (4,744,534)

Net property, plant and equipment ................................................................

45,249 45,210 383,174







A n n u a l  R e p o r t  2 0 0 7

3 9



Kawasaki Heavy Industries, Ltd.40

Thousands of
U.S. dollars

Millions of yen (Note 1)

2007 2006 2005 2007

Cash flows from operating activities:

Income before income taxes and minority interests ...................................... ¥45,268 ¥23,300 ¥20,564 
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(g) Revenue recognition
Sale of products and construction contracts
Sales of products such as ships, railcars or railroad cars, airplanes, machinery and motorcycles are principally recog-
nized when delivery has occurred. Contract revenue for construction of plants, machinery, bridges etc. is principally
recognized on a customer acceptance basis. When prices for components or contract amounts for nearly completed
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(w) Accounting standard for statement of changes in net assets
Effective from the year ended March 31, 2007, the Company and its consolidated subsidiaries adopted the new
accounting standard, “Accounting Standard for Statement of Changes in Net Assets” (Statement No. 6 issued by
the Accounting Standards Board of Japan on December 27, 2005), and the implementation guidance for the
accounting standard for statement of changes in net assets (the Financial Accounting Standard Implementation
Guidance No. 9 issued by the Accounting Standards Board of Japan on December 27, 2005), (collectively, the
“Additional New Accounting Standards”).  

Accordingly, the Company prepared the statements of changes in net assets for the year ended March 31, 2007
in accordance with the Additional New Accounting Standards. Also, the Company voluntarily prepared the consoli-
dated statement of changes in net assets for 2006 in accordance with the Additional New Accounting Standards.
Previously, consolidated statements of shareholders’ equity were prepared for the purpose of inclusion in the consol-
idated financial statements although such statements were not required under Japanese GAAP.

(x) Hedge accounting
The Company and its consolidated subsidiaries employ deferred hedge accounting. If derivative financial instruments
are used as hedges and meet certain hedging criteria, the Company and its consolidated subsidiaries defer recogni-
tion of gains or losses resulting from changes in fair value of derivative financial instruments until the related losses
or gains on the hedged items are recognized.

(y) Finance leases
For the Company and its domestic consolidated subsidiaries, finance leases that do not transfer ownership and do
not have bargain purchase provisions are accounted for in the same manner as operating leases in accordance with
Japanese GAAP.

(z) Earnings per share
The computations of earnings per share shown in the consolidated statements of income are based upon net
income available to common stockholders and weighted average number of shares outstanding during each period.

Diluted earnings per share is computed based on the assumption that all dilutive convertible bonds were converted
at the beginning of the year.

(aa) Caslerted
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The liabilities for employees’ retirement and severance benefits included in the liability section of the consolidated
balance sheets as of March 31, 
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Under the Code, companies were required to set aside an amount equal to at least 10% of the aggregate
amount of cash dividends and other cash appropriations as legal earnings reserve until the total of legal earnings
reserve and additional paid-in capital equaled 25% of common stock. 

Under the Code, legal earnings reserve and additional paid-in capital could be used to eliminate or reduce a
deficit by a resolution of the shareholders’ meeting or could be capitalized by a resolution of the Board of Directors.
Under the Law, both of these appropriations generally require a resolution of the shareholders’ meeting. 

Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Code, how-
ever, on condition that the total amount of legal earnings reserve and additional paid-in capital remained equal to or
exceeded 25% of common stock, they were available for distribution by resolution of the shareholders’ meeting.
Under the Law, all additional paid-in-capital and all legal earnings reserve may be transferred to other capital surplus
and retained euuon b ofively, whicherthepotesers geny were availabled as divieting. 
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(a) “Gain on contribution of securities to the pension trust” resulted from additional contributions of investment
securities to the pension trust.

(b) “Loss on damages suit” is a provision for compensation in case the Company faces a payout of monetary damages.
(c) “Loss on breach of the Antimonopoly Act” is due to assessments, etc. that the The Fair Trade Commission of

Japan imposed on the Company with regard to bids for steel bridges, tunnel ventilations and sluice gates.
(d) Loss on the restructuring of the commercial aircraft manufacturing business

As the aerospace business has been receiving requests for sharp increases in production of commercial aircraft,
including Boeing aircraft, the Company concluded it would be difficult to accept all of the requests. As a result of
our reassessment of our corporate resources in this business, the Company reached a basic agreement with
,a rmicunibrthe—EmpT*awith
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In order to minimize credit risk, the Company and its consolidated subsidiaries use only highly rated international
financial institutions as counterparties to derivative transactions.

The Company and its consolidated subsidiaries have established policies that restrict the use of derivative instru-
ments, including limits as to the purpose, nature, type and amount and that require reporting and review in order to
control the use of derivatives and manage risk.

(a) Outstanding positions and recognized gains and losses at March 31, 2007 were as follows:
Thousands of

Millions of yen U.S. dollars
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Lease payments, “as if capitalized” depreciation and amortization and interest expense for non-capitalized finance
leases were as follows:

Thousands of
Millions of yen U.S. dollars

2007 2006 2005 2007

Lease payments ......................................................................... ¥5,349 ¥4,789 ¥5,034 $45,295
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(a) Information by industry segment
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Major Consolidated Subsidiaries and Affiliates
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Paid-in Capital Equity
Name Location (Millions of yen, (% ownership by Principal Businesses

unless otherwise noted) KHI Group)

OTHER

Kawasaki Precision Machinery Ltd. Japan 3,000 100.00 Design, manufacture, sale, after-sales service, and main-

tenance for hydraulic machinery and equipment, electric-

powered devices, and control systems

Kawaju Shoji Co., Ltd. Japan 600 70.00 Trading

Kawasaki Hydromechanics Corporation Japan 436 100.00 Manufacture, sale, and installation of hydraulic

presses and other hydraulic equipment

Kawasaki Life Corporation Japan 400 100.00 Administration of Company welfare facilities; real

estate sales, leasing, and construction; insurance

representation, administration and maintenance,

leasing, and provision of loans

Kawasaki Precision Machinery (U.S.A.), Inc. U.S.A. US$5,000* 100.00 Manufacture and sale of hydraulic products

Kawasaki Precision Machinery (U.K.) Limited U.K. £5,000* 100.00 Manufacture and sale of hydraulic products

Kawasaki Heavy Industries (U.K.) Ltd. U.K. £500* 100.00 Sale of KHI products in various countries in Europe

(principally the U.K.), the Middle East, and Africa; 
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Network
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