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Editorial Policy

This report was prepared by Mitsubishi
Heavy Industries, Ltd. to describe the
company’s stance and initiatives,
through its business activities, toward
the development of a sustainable soci-
ety. MHI hopes that the report will serve
as a foundation for active dialogue with a
broad spectrum of stakeholders regard-
ing the company’s business practices.
This year’s report stresses the following
items in particular.

» Making reference to the valuable opinions
gleaned through last year’s stakeholders
meeting, messages from third-party com-
mentators, and the results of our question-
naire survey, this year efforts were made to
present the report in an easy-to-read and
easy-to-understand format.

Last year, the view was expressed at the
stakeholders meeting that MHI should indi-
cate its corporate vision. In response, this
year’s stakeholders meeting focused on the
topic of energy and the company clearly indi-
cated its vision for the future (see pages 9-
13).

In the Special Feature titled “Social Contribu-
tions through Business Activities” (pages 19-
24), the company describes how its business
activities are contributing to the development
of a sustainable society. A special spotlight is
trained on initiatives being taken to counter-
act global warming, an issue of particularly
high social concern. A detailed presentation
is given of the company’s COz2 recovery tech-
nology and achievements in wind and photo-
voltaic power generation (pages 14-18).

A report is presented on the company’s al-
leged violations of the Antimonopoly Act, in-
cluding the reasons that led to them and
measures to prevent a recurrence (pages
30-34).

Going forward, MHI intends to issue a
“Social and Environmental Report” every
year , and to continuously enhance the
content of the report, to serve as an im-
portant communication tool.

Scope of this Report

- Target organization: The information con-
tainedinthisreportpertainsto MitsubishiHeavy
Industries, Ltd. However,thecompanyprofilein-
cludes some consolidated data (on sales, num-
berofemployees,etc.).

* Target period:April 2005 through March 2006
(plus some information on activities after April
2006)

Date of Issuance

June 2006 (previous issue: June 2005)

Referenced Guidelines

Global Reporting Initiative’s (GRI)
“Sustainability Reporting Guidelines” (2002 edi-
tion); “Environmental Reporting Guidelines”
(2003 edition) of the Japanese Ministry of the
Environment.



Trade Name: Mitsubishi Heavy Industries, Ltd.

Foundation: July 7, 1884
January 11, 1950

oo Kazuo Tsukuda

Company Profile

Establishment:
President:
Head Office: e 16-5, Konan 2-chome, Minato-ku, Tokyo
Capital: e 265.6 billion yen (as of March 31, 2006)
o—————= 32,627 (as of March 31, 2006)

Employees:

FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Statement of Orders received 2,640.3 2,424.9 2,480.9 2,662.8 2,722.8 2,942.0
Accounts
(Consolidated) TR 3,045.0 | 2,863.9 | 2,593.8 | 2,373.4 | 2,590.7 | 2,792.1
Operating income 74.8 78.6 115.3 66.6 14.7 70.9
Net income (loss) -20.3 26.4 34.3 21.7 4.0 29.8
Total assets 4,236.6 3,915.2 3,666.8 3,715.3 3,831.1 4,047.1
Net assets 1,278.2 1,282.7 1,270.9 1,324.4 1,309.9 1,376.2
(Unit: billion yen)
‘ FY 2005 sales by industry segment ‘ Relationship Segments Headquarters and Divisions
SELE )Y (Unit:billionyen) between seg- BT
Industry Segment Al ments and di- 82£§:|Id|ng & Shipbuilding & Ocean
and Region 222.6 visions (head- Development  Development Headquarters
(Consolidated) 805.0 Eoiers quarters)
710.9 Machinery & Power Systems Headquarters
Steel Structures Power Systems U
| Nuclear Energy Systems
Aerospace Headquarters
i ey Machinery & Machinery & Steel
Steel Structures  Structures Headquarters*'
Other
Aerospace Aerospace Headquarters
‘ FY 2005 sales _bY reglon General Machinery &
32.2 (Unit:billion yen) Special Vehicle Headquarters
57,2\ Japan
St ) Mass and Air-Conditioning & Refrigeration
North America Medium-lot Systems Headquarters
c Manufactured — -------ooemooroommm
1.566.1 Gentraland, Machinery Paper & Printing Machinery
’ I Division
Asia
322.5 Middle East Machine Tool Division
*1. The Machinery & Steel Structures Headquarters was
Europe newly created in May 2006 from the former Steel Struc-
tures & Construction Headquarters and Machinery Head-
Other quarters.
‘ Europe ‘ ‘ Russia

Operating Bases
and Employees

Bases and Affiliates o 1

Employeese—————————o4

Bases and Affiliates e———=210
Employeese———————o 1,507

by Region (Con-
solidated)*2

| Middle East (including Turkey) | | China (including Hong Kong) |

Total employees: 62,212 Bases and Affiiates ®——*3"  Bases and Affiliates e——=17 ‘ Japan
Emp|oyeeso—o1 16* Emponees-—o 2113 Head Ofﬁce and e
Domestic Offices
Research & .
‘ Asia ‘ Development Centers 6
- Headquarters &
Bases and Affiliates e——= 18 Divisigns ¢ 9

Employeese—————2.578 Works &9

*2 Operating bases and empliyees region (consolidateed) Major Domestic
Overseas bases and major subsidiaries: as of January 2006 subsidiaries
*Middle East, as of July 1, 2005
Bases in Japan: as of May 1, 2006
Subsidiaries in Japan: as of March 31, 2006
Total employees: as of March 31, 2006

|27

’ Oceania

Bases and Affiliates &1
Employees 20

North and South America

Bases and Affiliates e———o 23
Employeese————————2 3,136
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| Vision&Mission

Message from the President

Through its business
activities, MHI aims to
fulfill 1ts corporate
social responsibility
(CSR) - to secure
the well-being of
people everywhere.

Kazuo Tsukuda, President %
N Sowkiota

In keeping with the spirit of
our company creed, corporate
activities matching the times
form the core of CSR at MHI.

The basic spirit that defines corporate
management at Mitsubishi Heavy Indus-
tries is in the main twofold: first, we
pledge to make useful contributions to
society through our business activities;
second, we aim to conduct all corporate
activities in good faith. This spirit is
founded in the “Three Corporate Princi-
ples” shared by all Mitsubishi Group
companies from the earliest days, as
well as in MHI’s own company creed for-
mulated in 1970. In line with these princi-
ples and our creed, through the years,
through fair corporate activities in com-
pliance with all laws, MHI has provided
technologies and products that support
the social infrastructure, thereby re-
sponding to the trust of its customers
and contributing to social development.
In addition, as one of Japan’s leading
manufacturers, we consistently carry out
activities of a high level in such areas as
environmental protection and contribu-
tions to local communities.

Our current creed drawn up in 1970 is
a contemporary version, in modern
wording, of the spirit that has driven our
company since its earliest days some
120 years ago. For 120 years, we have
staunchly held to our management phi-
losophy elaborated in the first provision
of the creed — “We strongly believe that
the customer comes first and that we are
obligated to be an innovative partner to
society.” — and we plan to retain this core
focus going forward as well. However,
while we will staunchly maintain this un-
derlying spirit, the meaning imbued in
these words is slowly changing. In for-
mer times, making contributions to soci-
ety equated to developing Japan into a
nation economically reliant on its indus-
tries. Today, in the 21st century, we see




our mission to be to respond to our cus-
tomers’ trust and contribute to a safe and
rewarding life for people worldwide, un-
dergoing continuous development while
always seeking harmony between eco-
nomic activities and the global environ-
ment.

We fulfill our social
responsibilities in three
broad ways.

Because corporate social responsibili-
ty spans a very expansive range of
areas, the definition of CSR varies de-
pending on the format of business, the
specific region affected, etc. In keeping
with the spirit of our company creed, at
MHI we divide our responsibilities to so-
ciety into three broad categories.

Contributions to
environmental

preservation, Social contributions

protection of human through company
rights and labor business

support /

Corporate governance and compliance

The first is “social contributions
through company business.” MHI devel-
ops technologies and products of re-
markable variety in diverse fields that in-
clude power generation, transportation,
the environment and industrial infrastruc-
ture; and in all cases what we aim for is
to contribute to social progress. In other
words, we seek, through our superior
technologies and products, to respond to
the trust of our customers and contribute
to safe, secure and fulfilled lives for peo-
ple worldwide — i.e. to contribute to so-
cial development — while pursuing har-
mony between economic activities and
the global environment. This is the great-
est value that MHI can provide to soci-

ety, and one might even say it is the val-
ue behind the company’s very existence.
However, the definition of “social prog-
ress” changes over time, and for that
reason we believe it is vital to maintain a
solid understanding of society so as to
make contributions that match the needs
of each point in time.

The second category of CSR at MHI is
“contributions to environmental preser-
vation, protection of human rights and la-
bor support.” What is important in this re-
gard, we believe, is to firmly recognize
the demands of society transcending le-
gal requirements, and to respond to
those demands in good faith. Today, we
are taking measures to boost our efforts
in this respect in all areas of our corpo-
rate activities.

The third CSR category is “corporate
governance and compliance.” This cate-
gory forms the underlying base of CSR
as the foundation of our internal controls.
Compliance, in particular, is absolutely
indispensable if we are to win the trust of
society and achieve sound development,
and throughout the company we are tak-
ing steps in the area of compliance as a
precondition to our continuing existence.

We believe that pursuing achieve-
ments in these three categories is our
way of fulfilling our corporate social re-
sponsibilities.

We will continue to
manufacture with pride
and passion, to realize
a secure future.

In my personal view, the “social prog-
ress” that is in demand today, in the 21st
century, equates to a rewarding future in
which people can live safe and secure
lives. For MHI to contribute to social
progress means for the company to con-
tribute, through its outstanding technolo-
gies, to the realization of a future in
which people can live safe, secure and

Vision & Mission

fulfilled lives, while simultaneously pur-
suing harmony between economic activi-
ties and the global environment.

To name a specific example, | believe
that MHI is one of only a few corpora-
tions that have the potential to respond
on global scale in resolving the problem
of global warming — the greatest environ-
mental issue the world faces today.

In particular, with respect to the prob-
lem of reducing emissions of COz2 given
off during the combustion process, we
have developed technology for recover-
ing more than 90% of the CO2 contained
in the gas emissions from power and
chemical plants, etc. Today, this technol-
ogy is already in use at functioning
plants both in Japan and abroad. We are
also undertaking a variety of investiga-
tions toward achieving practical applica-
tion of technologies for storing recovered
COz2 underground, among other possibil-
ities.

To illustrate another example, if the
combustion efficiency of all power plants
reliant on fossil fuels worldwide could be
improved by 1%, not only would it ena-
ble a vast reduction in the amount of
CO2 generated using oil or coal, it would
also enable more prudent usage of the
earth’s limited fossil fuel resources. At
MHI, we are working on a variety of ini-
tiatives in the energy field targeted at
eliminating CO2 emissions to the maxi-
mum extent possible. These include en-
hancing the efficiency of power genera-
tion itself, developing ever more efficient
utilization of renewable energies such as
wind, solar, geothermal and biomass
power, and realizing safer generation of
nuclear power.

My personal aspiration goes beyond
achieving the target for reducing green-
house gases set under the Kyoto Proto-
col; | would like to see the path laid
down for the longer term, for the future
of the earth 100 years from now. | be-
lieve that for that goal to be achieved,
MHI has a mission to provide stable sup-
plies of energy, to protect the global en-
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vironment, and to continue providing the
world with technologies and products
that will enable the sustained develop-
ment of our global society; and initiatives
toward these ends will be carried on in
the future.

MHI is committed to reducing
the environmental burden as
its contribution to developing
a sustainable society.

In 1996, MHI set down a “Basic Poli-
cy” and “Action Agenda” on environmen-
tal matters in order to further promote its
environmental protection activities on full
scale as a way of enabling the develop-
ment of a sustainable society. The Basic
Policy lays down two fundamental poli-
cies regarding company-wide environ-
mental initiatives: 1) the company itself
will continuously work so as not to gen-
erate anything that will constitute a bur-
den on the environment; 2) the company
will develop and provide environmentally
friendly products and technologies that
will contribute to reducing environmental
burdens.

In conjunction with point 1), based on
the company’s environmental targets for
the medium to long term hoisted in 2002,
today MHI is taking steps to reduce
wastes, curb usage of chemical substan-
ces, conserve energy (as a way of cut-
ting CO2 emissions) and promote less
use of fluorocarbons. Additionally, as ini-
tiatives in environmentally friendly man-
agement, we have pledged to issue this
“Social and Environmental Report” on a
continuing basis and to engage in
“green,” i.e. environmentally compatible,
purchasing, among other initiatives.

Against the foregoing backdrop, we
set a target of reducing CO2 emissions
from our own plants by 6%, against the
level of 1990, by 2010. Unfortunately, in
fiscal 2005 our emissions were actually
14.4% above the 1990 level, a circum-

Vision&Mission

stance attributable to increases in both
production volumes and machinery in-
stallations. However, we are now redou-
bling our commitment to achieve the 6%
reduction target, and going forward we
will implement a wealth of measures
company-wide toward that end, including
conversion to alternative fuels and the
adoption of energy-saving equipment.

In the years ahead, in line with our
company creed we will continue to make
important contributions to the resolution
of environmental issues — a challenging
task of global proportions — applying the
comprehensive technologies we have
cultivated over our 120-year history.

Fair and transparent business
activities are indispensable for the
company’s continuing survival. We
will continue to strive incessantly
to restore the trust we have lost.

One item delineated in our corporate
creed is our determination to strive for
innovative management. In this regard,
we believe that in order for MHI to devel-
op its business while simultaneously ful-
filling its social responsibilities, securing
sound and transparent management
while also striving for greater resiliency
and efficiency is indispensable.

In this connection, in June 2005 we
undertook a major review of our corpo-
rate governance practices, resulting in a
significant reduction in the number of
company Directors and an increase in
the number of outside executive officers.
Today, we have a true sense that those
changes are producing excellent results
in terms of vitalizing the Board of Direc-
tors, etc.

In addition, MHI has long been aware
that conducting business activities in a
fair and transparent manner in accord-
ance with compliance principles is es-
sential to the company’s continuing exis-
tence, and based on this conviction we
have undertaken a host of initiatives in

this direction. For example, we have
strengthened our in-house compliance
structure through the establishment of a
Compliance Committee and an in-com-
pany hotline dedicated to compliance is-
sues, and we provide thorough educa-
tion to our employees in matters relating
to compliance.

These efforts notwithstanding, a num-
ber of incidents have occurred recently
in which MHI has been cited for alleged
violations of the Antimonopoly Act in
multiple business dealings. These in-
clude indictment to the Tokyo High Court
in June 2005 in conjunction with steel
bridge construction orders from the Min-
istry of Land, Infrastructure and Trans-
port. We deeply regret and apologize for
this incident and for the broad social tur-
moil it has generated.

In response to the foregoing situation,
in July 2005 we established an “Internal
Audit Department” and “CSR Center” to
fortify internal monitoring and strengthen
our compliance promotion structure. A
resolution was also passed by the Board
of Directors pledging that the company
will fully abide by the Antimonopoly Act
and rigidly refrain from any and all acts
of dubious soundness. Simultaneously,
orders were issued to remind all employ-
ees to fully abide by the Antimonopoly
Act at all times.

These initiatives were followed by the
establishment, in August 2005, of an Or-
der Compliance Committee. The com-
mittee, which includes experts from out-
side the company, was created with two
aims, both targeted at ensuring propriety
company-wide with respect to public
works projects: 1) to discuss measures
MHI can take to prevent violations of the
Antimonopoly Act, and 2) to serve as a
forum for monitoring, improving and
guiding related activities in all sections of
the company. Through the committee’s
deliberations, we are vigorously working
to draw up an action agenda in sections
involved in public works projects, clarify
our structure for checking all particulars



of every project in advance, create and
implement rules for periodically shifting
personnel engaged in public works busi-
ness, and strengthen our employee edu-
cation concerning the Antimonopoly Act.

We understand full well, however, that
the trust and confidence of society that
MHI has lost owing to this series of inci-
dents cannot be easily restored. As we
move forward, the Directors and every
employee will take heavily to heart the
scale of the trust that we have lost, and
we will remain cognizant that it is the
task of each of us to fulfill MHI’s corpo-
rate social responsibilities. With this in
mind, we will approach our daily busi-
ness dealings with humble sincerity.

| believe that my most important duty
is, through the foregoing initiatives, to re-
cover society’s trust and confidence in
MHI as swiftly as possible. | pledge to
continue working incessantly for that
purpose going forward.

CSR can be achieved only when
there is dialogue with society.
Today we engage in broad
exchanges with our stakeholders.

What | believe we, as an entire com-
pany, must promote is dialogue with so-
ciety. Only through dialogue, | believe,
can MHI succeed in achieving its corpo-
rate social responsibilities.

So as not to slip into acting based
solely on the logic of our own members,
| believe we should give great weight —
from the perspective of corporate gover-
nance also — to seeking exchanges of
opinions with a diverse range of stake-
holders outside the company and apply-
ing those external views proactively in
company management.

In line with this stance, in 2005 we
held our first stakeholders meeting. The
meeting served as a venue at which we
received valuable opinions on our busi-
ness activities from experts in the envi-

ronment, labor issues, compliance and
philanthropy. In reflection of the views
expressed at that initial session, in
March 2006 we convened our second
stakeholders meeting on the topic of en-
ergy, a mainstay of our business opera-
tions.

In February 2005, we also carried out,
for the first time ever, a factory tour — of
the Yokohama Dockyard & Machinery
Works — by our shareholders. As the
event was highly acclaimed by those
who participated, we followed up with
additional tours of our Nagoya Aero-
space Systems Works in August 2005
and of the Kobe Shipyard & Machinery
Works in March 2006. We intend to con-
tinue to provide tours of these kinds to
all our factories nationwide in the years
ahead.

We further believe that dialogue is vital
not only with counterparts here in Japan
but also with the global community, and
based on that conviction in September
2004 we became a participating member
of the United Nations Global Compact.
Our intent is to study the views and infor-
mation gathered broadly through this

Vision & Mission

platform and to actively apply them in
our company management.

Going forward, through active dia-
logues of the kind just described, we will
remain keen to the fact that social views
and arguments come in great variety,
and we will employ that knowledge in
seeking to transform MHI into the corpo-
ration that it should be.

On November 24, 2005, Mitsubishi
Minatomirai Industrial Museum, opened
in 1994 to foster exchange with the local
community and to cultivate interest in
science and technology, welcomed its
one-millionth visitor to date. It gives us
great pleasure that the museum has at-
tracted so many visitors since its open-
ing. In February 2006, we carried out a
remodeling program, and in the future
we will continue to pursue ways of at-
tracting ever more visitors so that they
too might become familiar with the latest
achievements in science and technology
that tend to escape notice in our daily
lives.

We eagerly invite your frank opinions
and requests pertaining to MHI and its
initiatives.

MHI Social and Environmental Report 2006
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MHI’s Perspective on Corporate Social

*We strongly believe that the customer comes first and that we are obli-
gated to be an innovative partner to society.
*We base our activities on honesty, harmony, and a clear distinction be-

tween public and private life.

*We shall strive for innovat
ment from an international

Reason for Instituting the Creed

ive management and technological develop-
perspective.

In Japan there are many enterprises with their own “creeds”
which simply represent their management concept.

Mitsubishi Heavy Industries, Ltd. has a creed of this type, al-
so. It was instituted in 1970 on the basis of the policy advocated
by Koyata lwasaki, president of Mitsubishi Goshi Kaisha in the
1920s, to indicate the essential attitude of the company, the

mental attitude of employees, and the future directions of the
company.

The reason for instituting the present creed is so that all of us
can call to mind our one hundred years of tradition and strive for
further development in the future.

Issued June 1, 1970

MHFP’s creed was established based on
“The Three Corporate Principles” shared
by all Mitsubishi Group companies from
the earliest days. Today, more than 35
years after the creed was instituted, the
challenges faced by the corporate sector in
tandem with economic globalization have
become highly diverse. In recognition of

these growing challenges, MHI believes

Participation in the
UN Global Compact

The “United Nations Global Compact” is a
voluntary initiative initially proposed by Kofi
Annan, the UN Secretary General, at the
World Economic Forum at Davos in 1999. On
that occasion, Mr. Annan called for business
corporations and organizations worldwide to
embrace and promote a set of principles,
now ten in number, within their respective ca-
pacities. The Global Compact principles ad-
dress four issues: human rights, labor, the
environment and anti-corruption.

Today (as of April 2006), more than 2,900

companies and organizations are party to the

that the corporate philosophy and behavio-
ral guidelines expressed in its creed have
all the more value.

In the spirit of its creed, MHI pledges to
continue making vital contributions to so-
cial development through the provision of
technologies and products to support the

social infrastructure.

compact. MHI became an active participant
in 2004. In keeping with the compact’s princi-
ples, the company is contributing in myriad

ways that include the development and dis-

Social contributions through
company business

Contributions to
environmental preservation,
protection of human

rights and labor support

Corporate governance
and compliance

semination of technologies to protect the en-
vironment, support to areas that suffer natu-
ral disasters, and promoting the awareness

of human rights.

The Ten Principles of the Global Compact

Human Rights Principle 1: Businesses should support and respect the protection of internationally proclaimed human rights

; and

Standards

collective bargaining;

Labour Principle 2: make sure they are not complicit in human rights abuses.

Principle 3: Businesses should uphold the freedom of association and the effective recognition of the right to

Principle 4: the elimination of all forms of forced and compulsory labour;

Principle 5: the effective abolition of child labour; and

Principle 6: the elimination of discrimination in respect of employment and occupation.

Principle 7: Businesses should support a precautionary approach to environmental challenges;

Principle 8: undertake initiatives to promote greater environmental responsibility; and

Principle 9: encourage the development and diffusion of environmentally friendly technologies.

Anti-Corruption | Principle 10: Businesses should work against all forms of corruption, including extortion and bribery.



Vision and Mission

Responsibility (CSR)

| Basic Policy and Guidelines on Environmental Matters

MHI has established the following basic policy on environmental matters to enable the development of a sustainable society.

As clearly laid out in provision 1 of its creed — "We strongly believe that the customer comes first and that we are obligated to be an innovative partner to
society." — MHI believes its primary purpose is to contribute to society through its R&D, manufacturing and other business activities. Accordingly, in the
performance of its business activities the company shall embrace the awareness that it is an integral member of society and, in all aspects of its busi-
ness activities, it will strive to reduce burden on the environment and shall devote its comprehensive technological capabilities to the development of
technologies and products that will protect the environment, as its way of contributing to the development of a sustainable society

To achieve its basic policy on the environment, MHI has set the following seven guidelines.

1. Accord high priority to environmental protection within company operations, and take steps company-wide to protect and enhance the environment.

2. Clarify roles and responsibilities regarding environmental protection by developing an organized structure to deal with environmental protection matters, defining envi-
ronment-related procedures, etc.

3. Strive to alleviate burden on the environment in all aspects of company business activities — from product R&D and design to procurement of raw materials, manufac-
ture, transport, usage, servicing and disposal — through pollution prevention, conservation of resources, energy saving, waste reduction, reuse and recycling.

4. Strive to develop and provide advanced, highly reliable, wholly proprietary technologies and products that will contribute to solving environmental and energy problems.

5. Strive continuously to improve and enhance environmental protection activities not only by fully complying with environmental laws and regulations but also, when nec-
essary, by establishing, implementing and evaluating independent standards and setting environmental goals and targets.

6. In the performance of business activities overseas and exportation of products, pay full heed to impact on the local natural and social environments and strive to protect
those environments; also, become actively involved in technological cooperation overseas in matters of environmental protection.

7. Take steps to raise environmental awareness among all employees through environmental education, etc., undertake activities to provide environment-related informa-
tion to the public, and proactively make environment-enhancing contributions to society.

MHI’s Perspective on Corporate Social Responsibility (CSR)

| MHI Compliance Guidelines

n Business activities

In addition to making social contributions through the provision of safe, high-quality products and services, MHI shall conduct
its business activities responsibly and in compliance with all laws and propriety.

1. The company will consistently strive to provide products and services that are both safe and of outstanding quality.

2. In the performance of its business activities, the company will engage in free and fair competition in compliance with the Antimonopoly Law, and will comply fully with the
Act against Delay in Payment of Subcontract Proceeds, Etc. to Subcontractors, the Construction Business Act, and all other relevant laws and regulations.

3. The company will abide by all laws and regulations, and never deviate from socially accepted practices, in matters involving gift-giving to or entertainment of civil serv-
ants and suppliers.

4. The company will conduct its business and tax accounting properly in accordance with all relevant laws, accounting standards and internal rules.

5. In the performance of its business dealings with other countries, the company will comply with all laws and regulations relating to import and export as well as all local
laws and regulations.

E Relationship between the company and society

MHI shall exist in harmony with society as a good corporate citizen, by making ongoing efforts to protect the environment, etc.

1. The company will abide by all environment-related laws and regulations and strive in every way to protect the environment.
2. The company will disclose information relating to its operations appropriately and in a timely manner.

3. The company will keep any and all political donations within the scope stipulated by law.

4. The company will respond firmly to any forces working counter to the interests of society.

E Relationship between the company and employees

MHI shall secure a safe and healthy work environment for its employees; on their part, employees shall make a clear distinction be-
tween their work and private lives and execute their professional duties faithfully and in compliance with all laws and internal rules.

1. The company will abide by all labor-related laws and regulations, and will strive to secure a safe and healthy work environment.
2. All employees will comply with all internal rules, including work rules.

3. Employees will not engage in any discriminative behavior or sexual harassment.

4. Employees will handle company secrets appropriately, and never disclose such secrets without authorization.

5. Employees will not engage in unfair (insider) stock trading.

MHI Social and Environmental Report 2006 8
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Social Contributions through Business Activities
The Second Stakeholders Meeting (February 28, 2006)

Expectations Held of MHI to Achieve Stable Energy
Supplies Worldwide and a Sustainable Society

MHI held its first stakeholders meeting in 2004. On that occasion the view was expressed that MHI should
engage in closer dialogue with society at large, stating clearly what vision the company embraces — particu-
larly in the area of energy — and what role the company hopes to play. The second stakeholders meeting
thereby focused on energy, marked by active discussions involving representatives from various related

fields.

Views on the energy
problem

Furuya: To begin, | would like to hear your
views on MHI's “3Es” initiative. (See page
10)

Osawa: At Nippon Oil, we embrace the
same thinking on the importance of achiev-
ing a balance between the 3Es. If | may
speak from the vantage point of an energy
company, today we are at a point in time
when we must give serious consideration
to energy supplies going forward. As far as
the energy demand outlook goes, econom-
ic development in countries such as China

and India is expected to push energy de-
mand up by 2% each year. At the same
time, however, oil production volumes are
projected to peak in 2030.

New energy measures are needed to
bridge this gap between supplies and de-
mand. Whether such measures will involve
nonconventional oil resources*' or renewa-
ble energies*® such as biomass, I'm not
sure; but when one considers the sus-
tained development within the global com-
munity not only of developed nations such
as Japan but also the developing nations,
the question of what approach should be
taken to the development of what energies
and technologies is one of extreme impor-

tance. At Nippon Oil, we have already

started engaging in R&D of GTL (gas-to-
liquid) and other bio fuels peripheral to our
core business.
Taura: There is a growing international
consensus that in order to avert serious
impact from global warming it is necessary
to curb the temperature rise after the In-
dustrial Revolution to less than 2 degrees.
To achieve that, moves must be launched
to curb worldwide greenhouse gas emis-
sions by 2020, and to reduce them by 40-
50% by around 2030. Since 2030 isn't all
that far into the future, Japan must work
quite hard.

| think that the most important problem



with respect to energy is how to achieve
this goal. We believe that more use should
be made of renewable energies, and we
feel that MHI too should attach greater im-
portance to renewable energies.

Today, the corporate sector and society
as a whole place too much importance on
economic efficiency and give short shrift to
social and environmental costs**. What is
needed is to always mull the balance and
content of the 3Es in such a way that they
will mirror proper social and environmental
costs. In that respect, | would like to see
MHI's 3Es vision be reflected in its busi-
ness operations in more concrete terms.
Adachi: MHI puts stress on lending a co-
operative hand to initiatives under way in
Asia, including China. Clearly that too is
important, but when we think about per
capita greenhouse gas emissions, Japan
and the other developed countries emit too
much, and what's needed is for these
countries to substantially reduce their
emissions themselves. The reality, though,
is that Japan’s emissions have increased
7.4% since 1990. Policy measures need to
be strengthened urgently.

We often hear the corporate sector be-
moaning how products good for the envi-
ronment don't sell well. So is the corporate
sector able to get such items to sell relying
solely on its own power? No, and that’s be-
cause environmental costs are not appro-
priately reflected in market mechanisms.
For that reason, energy tax-based fiscal re-
form and the launch of an environmental
tax are extremely important. These have

been realized in Europe as effective meas-
ures for reducing CO2 while vitalizing the
economy and employment. But in Japan,
because of the compartmentalized bu-
reaucracy of the various ministries and
agencies — for example, the Ministry of the
Environment and the Ministry of Economy,
Trade and Industry — considering the is-
sues is a slow-going process.

The business community too is ada-
mantly opposed. In the UK, the leading role
in realizing an environmental tax was
played by leaders of the industrial com-
munity, those corresponding in this country
to the top members of the Nippon Keidan-
ren. What | would like is to see MHI lead
the industrial community from a broad per-
spective. Also, MHI talks about participat-
ing in the development of nuclear power
plants in Asia, but from the aspects of nu-
clear proliferation and the potential for such
plants to become targets of terrorism, |
think there would be less risk if MHI would
instead promote renewable energies.
Kitagawa: When thinking about the energy
problem, it's necessary to consider both
scientific rationale and social rationale. In-
sofar as safe sustainability of the planet is
concerned, social rationale is far from be-
ing achieved — that is to say, the situation
is not yet such that everyone is willing to
accept it.

Therefore, | would like to see MHI, which
is in an important position with respect to
energy and environmental technologies,
forge a sustainable business model and
set a precedent of its success. At the same

" Jiro Adachi
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MHI's Position on Energy and the Environment:Pursuing “3Es” toward Realization of a Sustainable Society in the 21st Century

Problems relating to the global environment cannot, in essence, be re-
solved solely through the pursuit of reductions in greenhouse gases. The

key lies in forging a social system that targets the simultaneous realization of

“3Es” — (1) energy security, @ environmental protection, and ) economic ef-
ficiency in combination with sustainable economic growth — both domestical-
ly and internationally. An inseparable adjunct to the creation of such a sys-
tem is the broad dissemination of technologies that contribute to both energy
and environmental progress.

Today, Japan’s technologies in energy diversification, efficient energy us-
age, and environmental protection, restoration and creation are especially in

demand in Asia, where energy consumption is increasing exponentially.
Within Japan itself, progress is being achieved toward revitalization at the
regional level through the development of recycling-oriented social struc-
tures that make optimal use of renewable energies.

MHI believes it has a duty to play a central role in pursuing the 3Es as a
way of achieving a sustainable society this century. Today the company is
exerting every effort to develop and put into practical use the energy and en-
vironmental technologies that will make a powerful contribution toward that
goal.
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time, in order to realize its 3Es vision, |
would also like to see MHI take the lead in
activities directed toward achieving social
rationale.

Tatsumi: Recently, there’s been a tremen-
dous increase in interest in eco-products.
Until now, people have generally thought it
was enough for a product to save on ener-
gy and so on when one is using it, but re-
cently consumers have come to think
about a product’s environmental impact in
broad terms: for example, how much ener-
gy it requires during the production proc-
ess or the question of sustainability at the
time of resource procurement. Insofar as
manufacturing is concerned, energy has
become another entity from the perspec-
tive of the environment. In that sense, |
hope that MHI, which is involved in the
manufacturing process from the standpoint
of making facilities and equipment that
generate energy, will disclose environmen-
tal information such as which energy-relat-
ed facilities and equipment — wind or solar
power systems, for example — it furnishes
to corporate customers and the extent to
which doing so can alleviate the environ-
mental burden.

Special Feature

Regional revitalization
through renewable energies

Taura: Today, we are forging various part-
nerships on the regional level and expand-
ing our regional initiatives. In particular, we
are devoting our efforts to the increased
adoption of renewable energies. Because
energy policies are considered to be nation-
al policies, local governments don’t have
their own energy policies. And without such
policies, there is no progress in conserving
energy. Regions can have their own energy
policies, though, if they intend to promic
their own local renewable energies and de-
mand-side management. Undeniably, re-
newable energies do have their drawbacks,
yet above all what is good about them is
that they have the power to invigorate a re-
gion. With energy conservation comes the
preconception that one should suppress
oneself and “save, save”; but it's possible to
give conservation a positive image. In that
respect, | think MHI can be highly com-
mended for the importance it attaches to re-
gional communities, as illustrated by the
company’s promotion of use of biomass
power in Shizukuishi, in Iwate Prefecture*“.

J L'!-rﬁ‘m 1

Osawa: From the perspective of regional
vitalization, biomass energy indeed has
tremendous potential. The movement to-
ward “local production, local consumption”
is spreading, taking biomass unique to a
given region and converting it to energy for
local usage, and | think we have to support
such efforts. For example, one conceivable
way is to take what until now has been lo-
cally dumped waste and use it as biomass
material. | think we have to consider ener-
gies that are more firmly rooted in the local
region.

Kitagawa: Biomass is indeed an extremely
good example. Until now, MHI has been a
top leader technologically speaking, but in
the case of Shizukuishi it has become a
leader in bringing together the Koiwai Farm
and the local region. From now on, | would
like to see MHI become more involved with
local communities and serve in a coordi-
nating role in regional management, as it
has done in Shizukuishi.

Furuya: With the Shizukuishi project, it
took an extremely long time to obtain a
consensus among all the parties con-
cerned: the local government, local busi-
nesses, etc. Nearly four years passed be-
fore the project got under way. As a



company that pursues efficiency, difficulties

exist in some aspects, but | think the Shi-
zukuishi project will become a model of a
project that is undertaken with social acqui-
escence. Already, the next project of this
kind is under way. When the aim is to revi-
talize the local region, unlike in cases
where you simply say, “Use renewable en-
ergies. Save energy,” we get a true sense
of joining forces with the local people, and
we too come away feeling joy at having
done a good job.

Changing how the supply
side thinks

Furuya: I'm very happy to hear how highly
you all think of our initiative in Shizukuishi.
Shizukuishi is the first project in the na-
tion’s “Biomass Nippon Strategy” to be led
by the private sector. Judging from your
comments today, however, it seems that
this is not very well known. Many of MHI’s
engineers are frustrated to think that al-
though the company is making contribu-
tions to society and the environment
through its business activities — and not
just in Shizukuishi — that fact is little known.
Kitagawa: Frustration of the kind you men-
tion is a concept still embraced on the sup-
ply side. No one speaks of how Shizukuishi
is good for the environment. The problem
lies in how such information is conveyed to
the public. The supply side has to change
where it stands. I've long been involved in
the local “Manifesto Movement,” and in ad-
dition to steady efforts there is another im-
portant element that is needed in order to
win social recognition. What we diligently
strove for among ourselves but failed to
achieve on broad scale, spread in a flash
once the word “manifesto” was used in the
general election campaigns. One general
election, or the winning of one “Buzzword
of the Year” award, outweighs 100 move-
ments. “Biomass” is an extremely good

word, and | think it has the potential to
spread if it is properly presented.

Furuya: It's true that most of our projects
have been for corporate customers and
few of our products have directly reached
the consumer, and for that reason our ef-
forts to reach our customers’ customers —
in other words, the public — were inade-
quate. In that sense, a project like that at
Shizukuishi can perhaps serve as a good
opportunity for MHI, on the supply side, to
change its way of thinking.

Tatsumi: In preparation for my participa-
tion in this meeting, | was given a large vol-
ume of materials, from which | came to rec-
ognize that MHI is truly thinking in various
ways on our behalf. At the same time, | al-
so harbored doubts as to how the company
is conveying that fact to society. Energy es-
pecially, which, unlike manufactured goods
and the like, is invisible, tends to be an en-
tity out of the consumer’s immediate range,
and even if the public has a vague under-
standing that oil supplies might run short in
the future, that knowledge isn’t linked to
our everyday behavior. For that reason,
with respect to matters such as how
households can save money through ener-
gy conservation or how the total environ-
mental burden can be reduced through en-
ergy conversion and usage processes, |
would like to see information provided, in
words understandable to the consumer,
that will more effectively impact everyday
behavior, as a way of contributing to re-
duced energy usage by society as a whole.

MHTI’s responsibility to
the planet, liaison with NGOs

Furuya: If you have any other things you
would like to see MHI doing, please feel
free to offer your opinions.

Taura: Forging a sustainable society re-
quires major social reforms. And reforms
are inevitably accompanied by “pain.” |

would like to see MHI thinking how to carry
out its corporate activities based on a con-
sideration of how such pain can be mini-
mized for society as a whole.

Osawa: There are three things | would like
to see from MHI from its position as a tech-
nology partner. Obviously, | look on MHI as
a technological enterprise, and for that rea-
son the first thing | would like is for MHI to
contribute to the development of technolo-
gies that will enable use of nonconventional
oil and other resources not used until now.
Second, from the perspective of efficient
energy usage, | hope that MHI will develop
equipment that is highly energy-efficient:
for example, gas turbines offering higher
efficiency. Finally, | would like to see MHI
developing CO:z fixation technology. Collab-
orative development of these various tech-
nologies with MHI would be very welcome.
Adachi: Cooperation in initiatives at the re-
gional level in the developing countries is al-
so important, but in the ODA policies and
projects that | have witnessed, there have
been a considerable number of major prob-
lems. A project isn’'t good simply because it
helps to prevent global warming; what’s im-
portant is to achieve a proper balance, for
example by listening to the opinions of local
residents and NGOs. Also, with respect to li-
aison between the corporate sector and
NGOs, insofar as domestic tax system re-
form is concerned too, instead of leaving ev-
erything to the public sector, it's important
for there to be a threeway linkage to plan a
well-balanced system in detail. We receive
support from overseas corporate founda-
tions, and we do so because we believe that
there exist local information and knowhow
of a kind that only an NGO can acquire, as
well as policy proposals transcending com-
partmentalized bureaucracy barriers. We
would like to see Japanese corporations en-
gage in closer liaison with NGOs, offer them
more support, and use NGOs in transform-
ing their business targeted at the achieve-
ment of a sustainable society.

Special Feature

The Second Stakeholders Meeting
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Tatsumi: | think it's extremely important to
know what impact corporate activities are
having not only at home but globally, what
they aim to achieve with respect to envi-
ronmental burdens, and what scope is be-
ing considered in forging a long-range vi-
sion. | think MHI, as a company that does
business worldwide, bears a major respon-
sibility toward the planet. | hope that MHI,
as a corporation representative of Japan,
will engage in activities of a kind worthy of
respect not only at home but also abroad.

Kitagawa: In olden days, the highly suc-
cessful merchants of Ohmi used to say
that good business equated to business
that was good in three ways: to the seller,
to the buyer and to the public. I think that
expresses, in an easily understandable
nutshell, what CSR is all about. | hope that

MHI will continue to carry forward its CSR
with these sentiments in mind.

Furuya: | think that through today’s meet-
ing you have acquired an understanding of
MHI’s 3Es vision and its role. Insofar as
how to carry out and win widespread adop-
tion of that vision are concerned, however,
much yet remains to be done, and today
you have kindly pointed out specific points
that should be improved. | believe that the
points you have made today will lead to
enhancement of MHI’'s CSR. Going for-
ward, we aim to provide information not
only to our direct customers but also to a
broad range of stakeholders both at home
and abroad and the general public. At the
same time, we aim to take their views to-
ward our activities to heart and to forge a
structure that will reflect those views in our

activities. Thank you very much.

*1. Nonconventional oil resources

In contrast to conventional oil resources that are al-
ready in commercial use - oil, natural gas, etc. — non-
conventional oil resources refer to resources that have
not yet been developed for actual use. These include
extra-heavy oil, oil sand and oil shale.

*2. Renewable energies

Renewable energies are energies that make repeated
use of the earth’s natural powers. They include wind,
solar and geothermal power and biomass.

*3. Environmental costs

Environmental costs refer to the estimated monetary
value of negative impact on the earth’s environment
resulting from corporate business activities.

*4, Biomass usage in Shizukuishi

At a farm located in Shizukuishi, lwate Prefecture, MHI
has implemented a project whereby residue from a
food-processing plant and livestock excreta are com-
bined to produce methane gas for power generation.

MHI’s Perspective on the Stakeholders Meeting

General Manager, General Affairs Department

Shigeo Okuyama

ipants on the topic of energy.

For MHI’s second stakeholders meeting, we invited the views of the partic-

Among the views offered were suggestions that a different way of thinking
is needed on the supply side and that MHI does not do enough to provide in-
formation to society at large. These, and other views expressed during the
meeting, will, | believe, be of extreme interest even to employees who are not
directly involved in energy operations. Traditionally MHI has silently gone
about the business of manufacturing and delivering products that contribute
to society, but through the stakeholders meeting we came to sense that MHI
is called upon to more actively provide information and pursue communica-

tion with society and to engage in activities that will culti-
vate even greater understanding.

In response to the high level of interest expressed in
measures against global warming, in this year’s report we
describe our technologies for CO2 recovary (pp. 14-15)
and our initiatives for promoting wind and solar power as
renewable energies (pp. 16-18).

Going forward, we intend to continue engaging in dia-
logue with our stakeholders on various occasions as we
carry forward our initiatives in CSR management.




Special Feature

Social Contributions through Business Activities

Initiatives toward Preventing Global Warming

Transforming CO:2 into a Precious Resource

— Simultaneous Realization of Global Warming Countermeasure and Oil Production Enhancement -

Now that the Kyoto Protocol has taken effect, diverse measures are being taken and various technologies are being developed toward reducing COz,
but none of these measures and technologies can be said to address the root of the issue. Efforts to save energy and boost energy efficiency aside,
CO:2 emissions will persist so long as fossil fuels continue to be used. Against this backdrop, winning attention today is a technology whereby COz in
gas emissions is recovered and sequestered into oil fields, resulting simultaneously in increased oil production and fixation of the COzin the ground.

From “craziness” 10 years ago,
to “the ultimate technology” today

Masaki lijima, head of MHI's CO-/EOR
Group, recalls how, back in 1992 or 1993, a
European delegation on a fact-finding tour re-
acted to seeing MHI’s test plant for separat-
ing and recovering CO= from gas emissions.
“They said we were ‘crazy’! In those days of

Social Contributions through Business Activities Initiatives toward Preventing Global Warming

The Second Stakeholders Meeting/

heightening interest in global warming, the
only countermeasures conceivable in Europe
at the time were energy conservation and ef-
ficiency enhancement. Dealing with the prob-
lem on a scale such as this was thought to be
impossible.” Subsequently, however, along-
side nuclear power generation, CO: separa-
tion and recovery came to be seen as the ul-
timate technology. In July 2006, verification
testing got under way toward the realization
of a commercial system enabling recovery of
CO:2 from coal-fired power stations.

CO: recovery systems perform an
important mission in
preventing global warming

e

; The impetus behind commencement of de-
1] lma velopment of this technology was a proposal

%) on joint development received from Kansai
Electric Power Co., Inc. in 1991. According to
liima, “We knew how the recovered CO:
could be put to use. In tandem with de-
creased volumes of excavated crude oil, we

recognized that CO: could be effectively used
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CO: recovery by
chemical absorption

Injection well

in conjunction with future developments in
EOR™". We were also convinced that the de-
velopment of CO: recovery equipment would
lead to fundamental measures for dealing
with global warming. We were a bit con-
cerned, however, about the considerable
length of time it would take to develop and
perform verification testing on such a sys-
tem.”

Development of the CO2 recovery system
began with the basic research. After repeated
tests of all kinds, researchers developed a
solvent known as “KS-1” that enabled effi-
cient absorption of CO.. “Its development
was more a feat of strength than a product of
wisdom,” lijima says, but he recalls clearly
the feeling the research team had that they
were on to something. “There were no com-
petitors, and we acquired the patents for the
technology with ease.” The team’s sustained
efforts led to delivery in 1999 of a CO: recov-
ery system installed at a urea production
plant in Malaysia. As more than 60% of all
CO:2 is discharged by power plants and large-
scale factories, the recovery systems em-
ploying KS-1 perform an important mission.

After achieving the technology,
next came development of a market

Interest in applying recovery technology to
EOR, which is said to boost crude oil produc-
tion by 50%, declined in the 1990s because
oil prices remained low and the situation was
no longer ripe for the oil-producing nations to
make investments. But lijima says research-
ers continued to proclaim the merits of EOR

Effective utilization of
recovered CO:

CO2 recovery and utilization scheme

CO: is recovered by chemical ab-
sorption from the gas emissions
from power generating plants and
factories. It is then fed by pipe-
line, etc. to an oil field for effective
use in EOR or used in a urea
plant.

on the grounds that “if the problem of deplet-
ing oil supplies were not addressed now, it
would be too late.” The tide then began mov-
ing in that direction after the arrival of the
new millennium, when a prominent British ge-
ologist warned that production of crude oil
would peak within five years, and thereafter
begin declining irrevocably.

Reality, however, demands that both CO:
recovery and usage are economically ration-
al. “Technologically, we achieved a position of
superiority,” lijima states. “From now on,
what's important is developing the market.”
Thus recognizing the change under way in
the social picture, lijima started his energetic
peregrinations to develop the market. His ac-
tivities set the oil companies, which had opti-
mistically opined that there would be no need
to worry about oil supplies for 20 years, mul-
ling measures to cope with their plight. As a
result, in December 2005 MHI formed a busi-
ness tieup with Royal Dutch Shell™. and in-
augurated a project targeted at implementing

e 1 2 —

Urea production plant in Malaysia,
where recovered CO:z2 is effectively
used as raw material for producing
urea

EOR in the Middle East.

Now that his long years of effort are bear-
ing fruit, lijima says he has a true sense of
emerging success. “Recovery of COz from
gas emissions and its application to EOR can
be commercialized only in a time span of 10-
20 years. MHI is a company that thinks in
measures of 10, 20 and 100 years.” And that
ability to get involved in products that de-
mand such long time spans, lijima states, is
what sustained him.

*1. EOR (Enhanced Oil Recovery)

EOR is a technology to boost oil output. COz2 is inject-
ed into the oil stratum, resulting in lower viscosity that
enables a higher rate of oil recovery.

*2. In a tieup with Shell EP International Limited

This CO2 recovery plant in Fukuoka
has the capacity to recover 283
tons of COz2 per day.



Wind Power Generation: Conquering
Fierce Wind Changes through Technology

Wind turbines born from the DNA of
advanced technological development

At MHI's Nagasaki Shipyard & Machinery
Works, there exists an ingrained culture of technol-
ogy development targeted at the future, as illus-
trated by the development here of geothermal
power generation technology in 1966. Another
product of this technological culture is wind power
generation. In 1982, before there was general in-

Among the renewable energies gathering attention today is wind power. But at times the wind
can be totally calm, while at others it bares its fangs as a brutal storm that can cause build-
ings to collapse. Also, because even in “normal” times wind changes direction and speed in
an instant, many unique technologies are demanded to achieve wind-powered generation.
MHI, through its proprietary technologies, is vanquishing typhoons, lightning strikes and other
severities of nature, and in the process is contributing to the prevention of global warming.

Masakazu Miyazu

terest in global environmental issues, MHI intro-
duced Japan’s first commercial wind turbines, with
an output of 300 kW. They employed recycled heli-
copter blades that could still adequately serve their
intended function. The initial response in-house
was that funds could not be directed into a devel-
opment project in which recycled parts would be
used, on the grounds that such a project had no
future as a viable business.

At the time, wind power generation had just
been launched in Europe, and MHI’s 300 kW wind

turbines were the largest available for commercial

use. The company’s technologies won high ac-
claim overseas, leading to steady growth in orders
that enabled MHI to capture the leading spot in this
market in the 1980s and into the early 1990s. In
the latter half of that decade, however, while the
overseas market for wind turbines expanded signif-
icantly, so too did the number of companies enter-
ing the competition. The result was that MHI saw
its global share slowly recede, culminating in 2002
with total deliveries of only 30 MW, down sharply
from 223 MW the previous year.

In 2002 the Wind Power Generation Group was
established at the Nagasaki Shipyard & Machinery
Works for the purpose of developing wind power
generation into a commercially viable area of busi-
ness. Masakazu Miyazu was selected to serve as
the Group’s leader. He recalls with frankness how,
upon assuming his post, he was “shocked” to see
the pathetic situation of the balance sheet in wind
power operations. But, he says, ‘I felt it was my du-
ty to carry on the DNA of advanced power genera-
tion technology at Nagasaki.” Based on that think-
ing, Miyazu determined to narrow down the core of
operations from seven wind turbines of various out-
puts and types to development of just two: one be-
ing 1,000 kW turbines boasting high reliability and
execution, the other a large-scale model in the
2,000 kW class capable of responding to future de-
mand. Even in his selectivity and concentration,
Miyazu applied the “DNA” of advanced power gen-
eration technology. “Rather than merely eliminating
the other models,” he explains, “we probed how
complaints lodged against those other models
could be addressed through technology, and then
applied those new technologies to the two new
models.”

Development of Japan’s
largest wind turbine

The issues needing to be addressed with wind
turbines, which do battle against nature, are infin-
ite, however. The steam turbines Miyazu had been
involved with for many years operate under uniform
conditions, but with the natural environment no
conditions are uniform. Moreover, as wind turbine

Special Feature

Social Contributions through Business Activities Initiatives toward Preventing Global Warming
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installation sites become increasingly widespread,
their respective natural environments come to dif-
fer greatly. Miyazu defines the direction for technol-
ogy development in the design phase. “You have to
set the conditions of the natural environment your-
self,” he notes. “And then you have to design a
wind turbine to withstand those conditions.” He al-
so describes his intense personal passion for tech-
nology: “What | am attracted to is the fact that to-
day’s wind turbines still leave a lot of development
ahead before we achieve the ideal turbines.” At the
same time, he remains cognizant of the great sig-
nificance his undertakings have for society as a
whole. “Unless we expand our usage of renewable
energies,” he relates, “our lives can't continue as
they are. Society’s need for wind turbines is be-
coming quite strong.”

Miyazu's firm resolve and his passion toward
wind turbines reaped success in 2005, when MHI’s
record of deliveries worldwide reached 280 MW,

with MHI taking the 3rd-place share of the U.S.
market (at 7%) and 1st place in the domestic mar-
ket (near 40%). In addition, Miyazu’s team has de-
veloped Japan’s largest wind turbine, featuring an
output of 2.4 MW; verification testing got under
way in Yokohama in January 2006. The new tur-
bine incorporates technologies that overcome Ja-
pan’s meteorological conditions — typhoons, light-
ning strikes, fluctuations in wind direction and
speed. Miyazu believes that its development will
add significant momentum to the spread of wind
power generation in Japan.

Three blades are attached to this framework.

Nacelles, installed atop the turbine tower, contain the generator, rotor, etc.

Photovoltaic Power Generation Utilizing
Renewable Energy Available in Unlimited Supply

For a long time, converting sunlight — an inexhaustible resource available on earth
— to electrical energy was a dream of mankind. Today, as the problem of global
warming becomes ever more serious, realizing that dream is a task of increasing
urgency. MHI, through development of proprietary technologies, is opening a new
page in photovoltaic power generation through improvements in conversion effi-
ciency, cost reductions and the ability to maintain stable supplies.

Refusal to give up set the path
toward solving the problems

In February 2006, MHI launched construction
of a factory to mass-produce microcrystalline-
silicon (uc-Si) tandem photovoltaic (PV) cells™.
The new cells have 50% higher power genera-

*1. Microcrystalline tandem PV cells can absorb a broader range of wavelengths of
solar light (from UV to infrared) than amorphous PVs, thereby enabling enhanced pow-
er-generating efficiency. As there are no constraints in availability of raw materials, sta-

ble supplies of the cells are anticipated.

tion capacity than the company’s conventional
amorphous type modules™. Sales of the new
cells will get under way in April 2007. Today,
crystalline PV cells form the mainstream; but
with the emergence of the new thin-film cells —
which offer advantages such as minimal energy
requirement in the production phase, reduced

output.

use of silicon and outstanding power generation
cost merits — MHI expects to increase its share
in the PV cell market and to boost momentum in
winning adoption of the new modules.

Getting to this promising stage was not
smooth sailing all the way, by any means. “At
one point | thought that, based on the experi-
ence to date, achieving commercial viability
would be difficult even if we continued to pour
money into development,” confides Hiromu Ta-
katsuka. “I thought we’d be better off withdraw-
ing altogether.” Those were Takatsuka’s senti-
ments back in 1998, the year he took up his
position as head of the Development Division,
which at that point had already been engaged in
full-scale development of PV cells for four
years. Takatsuka had personally experienced
the difficulty of developing new products: as a
young boiler engineer in a thermal power plant,
he had participated in a project whose failure

*2. Amorphous PV cells offer outstanding power generation characteristics under high
temperatures, and their angle of inclination has virtually no impact on the generated
output. They generate more power per annum than crystalline PVs of identical rated



nearly cost him his job. As far as the PV cell

project was concerned, however, voices in-
house proclaiming that the project was doomed
to failure actually inspired him. He declared his
team would not withdraw. “This project is still a
work in progress. We have to keep going until
we see where it will take us,” he said at the
time. “But we’ll set a tentative target date for
commercialization of one year and a half. Until
then, we won't issue any progress reports.”
From that point, he and his team tackled the
many issues that had to be overcome to ach-
ieve commercial viability.

Propelling the energy revolution
forward by applying results achieved
in the laboratory directly in the factory

Those issues were twofold: (D to create a
thin film of amorphous silicon on a glass sub-
strate using a plasma CVD system, and ) from
this thin film, to form a broad surface area at 10
times the conventional speed. Unlike develop-
ment that takes place in a laboratory, achieving
commercial viability demands resolution of
these issues plus the achievement of a product

of low cost; otherwise it will not be widely adopt-
ed. “We were fully familiar with plasma CVD
systems as we had already developed a system
for liquid crystals,” Takatsuka says, “but strin-
gent quality control was demanded since film
quality in this instance differs from LCs. Also, al-
though we were able to achieve small surface
areas at high speed, it was all too apparent that
in the case of broad surface areas, owing to
problems such as unevenness of the film, de-
velopment in the laboratory was clearly different
from achieving mass production in the factory.”

Despite these hurdles, Takatsuka was con-
vinced that overcoming them was absolute nec-
essary to win acceptance of photovoltaic power
generation worldwide. That conviction, in combi-
nation with the zeal of the technology team to
develop the proprietary technologies required,
led to the achievement in 2000 of the world’s
first high-speed, high-quality film deposition
technology. And that in turn enabled the suc-
cessful manufacture of the world’s largest amor-
phous solar cell (1.4 X 1.1m). In 2001, con-
struction began on a dedicated factory, and
production got under way in 2002.

Today, in his position as chief engineer in
charge of the Solar Cell Power System Depart-
ment, Takatsuka devotes his energies to the at-
tainment of expanded production and adoption
of solar cells. “Development of solar cells is in-
dispensable as a measure to combat global
warming,” he asserts. “Their development is a
noble business serving to benefit all mankind.”
In reflection of those sentiments, the entrance
to the solar cell factory bears the slogan that
embodies Takatsuka’s conviction embraced
back in 2001: “Let’s create a revolution in ener-
gy through amorphous solar cells!” Today, that
revolution is gathering further momentum with
the mass production and marketing of tandem
type cells, turning Takatsuka’s aspiration into a
reality.

Development of solar cells is by no means
completed, however. MHI continues to develop
technologies that will enable even further ach-
ievements in product price reductions, primarily
through enhancement of conversion efficiency,
as it proceeds in devoting its efforts toward the

adoption of solar cells worldwide.

“PENI7ZABBRT ©
IRXNVF—ERERIED"
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“Let’s create a revolution in energy through
amorphous solar cells!”

Development of see-through solar cells allowing
passage of sunlight
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Through its business activities,

MHI fulfills its corporate social

responsibility (CSR*) in order to

promote the well-being of people worldwide.

The corporate philosophy of Mitsubishi Heavy Industries, Ltd. has
not changed since the founding of the company roughly 120 years
ago. Today, as then, the company is determined to contribute to
society through the manufacture and provision of products.

From the company’s beginnings, the Mitsubishi Group has shared
the basic concept of “Three Corporate Principles.” The spirit of
these principles continues to live in the company creed. The first
item in that creed is: “We strongly believe that the customer comes
first and that we are obligated to be an innovative partner to
society.” This is MHI’s CSR.

Some 120 years ago, through the manufacture and provision of
products MHI contributed to the industrialization and cultural
enlightenment of Japan. Today the company’s mission is to work
toward realizing safe, fulfilled lives for all people around the world.
Above all, through its technologies and products MHI pledges to
make every effort to reduce the global environmental burden, as
its contribution to the world.

Going forward, through the manufacture and provision of products
MHI will also seek to improve communication with people around
the world. Additionally, the company will continue to propose and
provide products and ideas that will aid in building a prosperous
society — in order to ensure that our human society continues for
many years to come, and that we leave this beautiful earth to the
children of the future.

That is MHI’s role.

*CSR Corporate Social Responsibility
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Power Systems " Power Systems
Headquarters

MHI  provides high-efficiency power

systems that enable delivery of clean . Nuclear Energy Systems
energy to ensure safe and comfortable Headquarters
living environments for people worldwide.

2005 2008
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Steel Structures CUSHERSYUEY]  receipts (008)
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Social Contributions through Business Activities

Aerospace

2005 2008

MaSS and Medium'lot Medium-term Percentage of total order  Net sales (unit: billion yen)
Manufactured Machinery CUEHECSYEY  receipts (2008)

(2006-2008)

2005 2008
Recent Business Developments

+ On October 1, 2005, Mitsubishi Heavy Industries Parking Co., Ltd. was established, taking over responsibility for the development and production of mechanical parking facilities.

+ On December 12, 2005, through conversion of preferred shares MHI acquired common stock in Mitsubishi Motors Corporation, thereby making the automaker an equity-method affiliate.

- Effective January 1, 20086, operations relating to remediation of contaminated sediments (raw sewage treatment), sewage treatment, waste collection facilities, refuse vacuum-sealed conveyance systems,
marine anti-biofouling equipment, etc. were transferred to Mitsubishi Heavy Industries Environment Engineering (MJK).

« Effective April 1, 2006, operations relating to bridge structures (bridge products for the domestic market, including coasting structures, bridge inspection vehicles and other road maintenance vehicles,
facilities and equipment; excluding bridge products for export) were transferred to Mitsubishi Heavy Industries Bridge & Steel Structures Engineering Co., Ltd.

- On May 1, 2006, the Machinery & Steel Structures Headquarters was newly established by integrating and reorganizing the former Steel Structures & Construction Headquarters and Machinery
Headquarters.
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Shipbuilding & Ocean Development

Shipbuilding & Ocean Development Headquarters

MHI develops and builds a broad array of large-scale ships and marine products friendly to
the environment. In the area of shipbuilding, in response to voluminous demand for new
ships, particularly as an outgrowth of economic development in China, MHI is engaged in the
construction of new ships of high added value that offer both outstanding efficiency and
minimal environmental burden.

The company’s involvement in developing and manufacturing vessels to transport the
world’s energy resources — (Moss and membrane type) liquefied natural gas (LNG) carriers,
liquefied petroleum gas (LPG) carriers and very large crude carriers (VLCC) — and new-
generation container ships to support distribution needs has given birth to many new
technologies: for example, contra-rotating propellers and support systems ensuring safe
navigation. MHI vessels also feature an automatic ballast exchange system to prevent the
spread of harmful marine organisms and double-hull fuel tanks to prevent accidental oil
spills.

MHI’s product offerings in the area of ocean development cover a broad spectrum — from
marine structures relating to offshore oil and gas operations, to manned research

submersibles.

Power Systems

Power Systems Headquarters

MHI supports safe and comfortable living for people worldwide through its
provision of clean and highly efficient energies. In response to the need to counter
global warming and meet expanding demand for fossil fuels, the company actively
pursues the development of new energies and new technologies targeting energy
conservation. Specific initiatives under way include wind power generation and
photovoltaic cells (see pages 16-18) and geothermal power generation, and MHI is
also striving toward developments in integrated coal gasification combined-cycle
(IGCC) technology and fuel cells. Meanwhile the company is also directing its
efforts into high-temperature, high-efficiency gas turbines and into gas turbine
combined-cycle (GTCC) power plants that boast the world’s highest level of
generating efficiency; the latter systems use gas emissions and waste heat to
generate electricity.

. LNG carriers

LNG carriers reduce NOx and SOx emissions as a result
of their ability to use boil-off gas as the propulsion fuel.
They also feature an automatic ballast exchange system
that prevents the spread of harmful marine organisms
and double-hull fuel tanks to prevent accidental oil spills.

[ | Deep-sea drilling vessel CHIKYU

e

CHIKYU is a riser drilling type scientific research vessel
developed to drill into the earth’s mantle for the first time
in human history. From a water depth of 2,500 meters,
the ship is capable of taking continuous core samples
down to 7 kilometers into the seabed. CHIKYU is being
used to study the mechanism of earthquakes and microor-
ganisms that inhabit the earth’s crust.

I Gas turbine combined-cycle (GTCC) plants

GTCC plants offer approximately 20% higher operating ef-
ficiency than conventional thermal power plants. They in-
corporate highly efficient gas turbines that make outstand-
ing use of exhaust gas energy, exhaust boilers and
steam turbines.

The MACH-30G is a gas engine offering the benefits of
low NOx and dust emissions. Its micro pilot ignition sys-
tem, featuring a common rail, in combination with its inde-
pendent optimal control of cylinders and Miller cycle thin-
combustion technology, together enable the world’s high-
est level of generating efficiency.



Nuclear Energy Systems Headquarters

Nuclear power is garnering attention today as an energy that releases no CO2, a
major cause of global warming. MHI, as one of Japan’s leading comprehensive
manufacturers of nuclear power plants, has more than 40 years of experience in
nuclear plant construction and maintenance, and today it applies this abundant
experience in providing a gamut of highly reliable products and services: from basic
plant planning and design to manufacture, construction, maintenance and repair.
The company constructed 23 of the 55 nuclear power plants currently in operation
in Japan, and today it is also actively participating in nuclear fuel cycle operations
and working toward the development of high-temperature gas-cooled reactors
(HTGR) of modest size. In addition, MHI supplies major replacement components
to nuclear plants worldwide, including 16 reactor vessel heads and 22 steam
generators.

Machinery & Steel Structures

Machinery & Steel Structures Headquarters

In a quest to realize fulfilled lives for people worldwide, MHI provides numerous products
to serve as social infrastructure, and at the same time it provides a kaleidoscope of
technologies and products targeted at protection of the global environment and the creation
of a recycling-oriented society.

In conjunction with social infrastructure development, MHI is active in numerous
infrastructural segments that support day-to-day living and industry: for example, urban
transport systems, electronic toll collection (ETC) systems and large-scale LNG storage
tanks. Among initiatives geared toward protecting the environment, the company provides
refuse and other waste treatment facilities, flue-gas desulfurization systems capable of
removing near 100% of the sulfur dioxide (SO2) contained in flue-gas emissions from power
plants, and PCB (polychlorinated biphenyl) contaminated soil remediation systems. In
addition, the company has achieved a technology enabling highly efficiency recovery of CO,
a leading contributor to global warming, from gas emissions (see pages 14-15); the
recovered CO:z is used to make urea fertilizers, etc. Research is also collaboratively under
way toward developing technology for storing CO2 underground.

I Nuclear power plants

Because it produces no CO: emissions, nuclear power
generation enables provision of energy while complying
with the need to counter global warming.

. Replacement steam generators

Steam generators are core components of pressurized
water reactors (PWR). They generate steam from the
heat generated by a reactor, to drive a turbine. To date
MHI has supplied 22 replacement steam generators to
Belgium, the United States and France.

[ | Flue-gas desulfurization system

This system removes 99.9% of the SO= contained in the
exhaust from power plants and other production facilities.
MHTI’s proprietary liquid column tower technology not only
enables outstanding desulfurization performance but also
facilitates maintenance with its simple internal structure,
thus enhancing customer convenience.

™ 100% low-floor LRV

—-—

=

The 100% low-floor light rail vehicle (LRV) features a floor
surface that is entirely flat. It is also remarkably close to
the road, thereby enabling elderly and handicapped pas-
sengers to get on and off effortlessly, ensuring comforta-
ble travel. The LRV incorporates MHI's achievements in
noise and vibration reduction and provides a smooth, com-
fortable ride throughout the entire range of speeds.

Special Feature

Shipbuilding & Ocean Development / Power Systems / Machinery & Steel Structures
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Aerospace

I Aerospace Headquarters

MHI supplies a wealth of unique products to the aerospace industry, a segment that is
expected to mark robust growth in demand worldwide in the coming years.

In the area of defense equipment, the company applies its state-of-the-art technologies to
provide diverse offerings, including fighter planes, to meet the nation’s evolving defense-
related needs, consistently maintaining and strengthening Japan’s defense industry and
technology base in order to ensure the peace and safety of all citizens.

In the civilian aircraft segment, MHI is engaged in the development and production of main
wings constructed from composite materials to be used — for the first time worldwide — in a
large commercial aircraft: the next-generation Boeing 787 passenger jet. Presently the wings
are in testing toward the aircraft’s scheduled entry into service in 2008.

In the space systems segment, MHI supported the successful launches of the H-1IA
rockets No. 8 and No. 9. Today preparations are going forward toward the privatization of all
related services, from manufacture to launch.

Mass and Medium-lot
Manufactured Machinery

I General Machinery & Special Vehicle Headquarters

MHI contributes to society with a wide array of general machinery and special vehicles.
The company’s engines drive machinery of every kind and function as the core component of
power generation systems. Its turbochargers boost the combustion efficiency of passenger
car engines. lts forklift trucks and distribution equipment bring greater efficiency to logistics
and support convenient, fulfilled lifestyles. In developing and manufacturing all of these
products, MHI consistently strives for environmental friendliness through achievements in
energy conservation, fuel efficiency, low noise and vibration, etc.

[ | Boeing 787 passenger jet

o

Use of composite materials in the Boeing 787’s fuselage
structure results in outstanding fuel efficiency. The new
aircraft has already attracted robust orders from airlines
worldwide, and in the home market All Nippon Airways
and Japan Airlines have decided to add them to their
fleets. MHI is in charge of the development and produc-
tion of the main wings, a key component, and also partici-
pates in engine development.

M H-1A 1aunch vehicles

4 L
©RSC Eirs E ’jah

In fiscal 2005, Japan successfully sent up two H-IIA
launch vehicles. The No. 8 vehicle successfully placed
an advanced land observing satellite (ALOS), nicknamed
“Daichi,” into orbit, and the No. 9 vehicle did likewise for a
multi-functional transport satellite (MTSAT-2).

I GRENDIA forklift trucks

GRENDIA is the name of MHI's new-generation forklift
trucks equipped with a wealth of new features. These in-
clude low-emission engines that have already passed
tightened emission requirements in Japan, the U.S. and
Europe, and an original operator protection system.

M uitra fuel-efficient gas engine for
cogeneration systems

MHI, working in collaboration with Osaka Gas Co., devel-
oped a 380 kW gas engine for cogeneration systems
boasting the world’s highest fuel efficiency in the 300 kW
class: 41.5%. It brings together the essence of MHI’s en-
gine and turbo technologies.



I Air-Conditioning & Refrigeration

MHI contributes to the realization of more comfortable living environments by providing a
broad spectrum of air-conditioning products: from residential use air-conditioners,
commercial use air-conditioners, automotive thermal systems and transport refrigeration
units to centrifugal&absorption liquid chiller and applied refrigeration use machinery. The
company also addresses social needs concerning energy conservation and environmental
protection, and reflects its endeavors in these areas into both the development process and
final products. MHI provided a district cooling and heating system for seven high-rise towers,
including the company’s own Head Office building, in the Shinagawa Grand Commons
district of Tokyo. The initiative was certified by NEDO as an “Environmentally Friendly Energy
Community Project”.”

* Projects of this kind are promoted by the New Energy and Industrial Technology Development Organi-
zation (NEDO) to encourage development of efficient district energy systems based on large-scale
cooling and heating systems.

I Paper & Printing Machinery Division

As an expert in paper and printing machinery, MHI responds to a wide array of
requirements, both at home and broad, with products that include pulp and paper machinery,
paper converting machinery and printing machinery. MHI is the only company capable of
providing the complete spectrum of paper-related technologies, and today it continues to
probe the development of advanced technologies enabling efficient use of precious paper
resources.

MHI’s printing machinery lineup includes the DIAMONDSTAR, a newspaper offset press
that achieves the remarkably fast operation-rated printing speed of 90 thousand copies per
hour. In 2004, the DIAMONDSTAR won the Japan Society of Mechanical Engineers (JSME)
Medal for New Technology. With the DIAMONDSTAR, MHI is responding to the demand of
today’s newspaper publishers to swiftly deliver the latest news, in high definition and brilliant
color, to their readers.

I Machine Tool Division

MHI contributes to industrial development and social progress through provision of
machine tools, the “mother machines” of the industrial world. R&D is carried out from the
dual perspectives of both manufacturer and user, with a constant focus on realizing what the
user requires. The company also strives to manufacture products that will contribute to
environmental protection and energy conservation. Fruits of that determination are the
GE15A hobber and the “Super Dry” hob cutter, the world’s first totally dry gear hobbing
system.

M centrifugal liquid chiller

Special Feature

This is the first centrifugal liquid chiller to feature inverter
control using a high-speed processing unit. Optimal con-
trol matching actual operating conditions enables the
world’s highest partial-load efficiency: COP 17.8. Com-
pared to standard equipment, this system enables up to
30% energy savings in summer and 65% in winter.

I DIAMONDSTAR newspaper offset press

The DIAMONDSTAR not only boasts a very fast printing
speed (90 thousand copies per hour), but also provides
for high-definition, full-color printing of the news. In addi-
tion, it helps trim running costs by reducing both paper
waste and power consumption by roughly 20% compared
to conventional presses.

I Tandem Perfector sheet-fed offset press

configured to completely print the front side of the sheet
before printing the reverse side in a single pass, without
having to the sheet. The TP provides stable, high-speed
printing while also reducing print doubling, fan-out and
waste. Because waiting time for one side to dry is eliminat-
ed, the TP also makes a big contribution to faster delivery.

M GE15A “Super Dry” hobbing system

The GE15A is a totally dry gear-hobbing system that
uses no cutting oil whatsoever. Compared with conven-
tional wet type systems, it provides 2.5 times faster cut-
ting speed, 10 times longer tool service life, and con-
sumes 20% less energy. Its revolutionary technology
thereby both eases environmental burdens and helps re-
duce production costs.

Aerospace / Mass and Medium -lot Manufactured Machinery
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Management

CSR Challenges,
Targets and Progress

To carry out its corporate social responsibilities (CSR), MHI pursues initia-
tives on many different fronts. By making known the challenges the compa-
ny faces, the targets it has set, and the progress it is making toward their
achievement, the company aims to help develop a sustainable society
while maintaining active communication with the public.

:«Z;?li:; “ Medium- or long-term target Progress through fiscal 2005 w

Starting in fiscal 2003, compliance promotion
training has been carried out every year.

UELELEY  Pursuit of total Rai " To monitor the training results, since fiscal
WLl compliance aise compliance awareness 2004 30% of all employees, randomly select-
ed, are surveyed to evaluate their compliance
awareness.
Orders received 3,000 billion yen in fiscal 2008 2,942.0 billion yen ==
Net sales 3,000 billion yen in fiscal 2008 2,792.1 billion yen ""‘
Operating income 120 billion yen in fiscal 2008 70.9 billion yen o
Ordinary income 100 billion yen in fiscal 2008 50.3 billion yen R
An occupational health and safety management sys-
Promotion of No fatal 'd he ob: 1§ . tem is in operation company-wide to ensure work-
safe working © fatal accidents on the job; fewer serious | e safety on the job. Despite these efforts, in 2005 o
environments accidents than in the previous year the company saw an increase in the total number of
accidents, including two that resulted in fatalities.
Promotion of - . Despite various measures taken to promote
Lower absentee rate for injury or illness than i )
workers’ health . . employees’ mental health, prevent lifestyle-re- Py
in the previous year .
management lated diseases, etc., the target went un-
Promotion of Attai t of the statut | t rat
ainment of the statutory employment rate
employmentof e 80°/y) Py 1.70% as of June 1, 2005 o
; or the handicapped (1.
190 the handicapped PP °
Under a two-year plan (April 1, 2005 to March 31,
. 2007), attainment of the following levels in child-rear-
Promotion of ing | kenb | in line with guideli During the first f the plan (April 1, 2005
uring the first year of the plan (April 1,
st el !“9 e:VbeS La i/? 'y emﬁl?lyeﬁ(llr_] ll:e W't dgc\ll Tfmes to M " h 31 20y06 the t : t g irtuall -
between work issued by the Ministry of Healt 3 al our?n elfare): o .arc , ), the targets were virtually w
- - Males: at least 1 employee taking a child care leave | achieved.
and family life ) .
during the period
- Females: a leave-taking rate above 70%
i i Continuation of activities contributing to soci- | Diverse activities making social contributions
Social contri- L . ) - . AA
butions ety, emphasizing trust-based relationships | were conducted within the various headquar- '«

with local communities

* The company revised its medium-term business targets (consolidated) in April 2006.

ters, divisions and works.



Management

. ~Target achieved or progressing on schedule ~ ~More effort required . ~Target not yet achieved

Medium- or long-term target

Area of :
activity “ Progress through fiscal 2005 w

Reduction in By 2010, reduction in total waste generation to 170,000 tons Total emissions: 147.000 t
waste generation  (more than 20% below 1992 level): to be achieved through con- o em|SS|or'1s. ’ ons &
- , _ , 31.9% reduction from 1992 level w
and emissions servation of resources and reduced purchasing of materials
Zero emissions achieved by Yokohama Dockyard & Machinery
. Works, Takasago Machinery Works, General Machinery & @
Reduction in By 2005, zero landfill waste disposal at more A : i ) y. 2
. Special Vehicle Headquarters, Nagoya Guidance & Propulsion L. =)
landfill waste than half of the works — and at all works by 2010: ) . - B 2
. , ) Systems Works (2006) and Air-Conditioning & Refrigeration o
disposal to be achieved through reuse and recycling -
Systems Headquarters (2006); progress under way at Paper & Iy
Printing Machinery Division and Machine Tool Division =
el
- T . i o
Elimination of o o ProgreSS|.ng on schedule; reglstratlon.(at Ja S
equipment us- By 2010, total elimination of lighting ballasts | pan Environmental Safety Corporation) of = 3
ing PCB and high-voltage equipment using PCBs equipment using high concentrations of PCBs g
completed ahead of schedule E
o
By 2005, reduction by 95% (from 1996 level) in atmospheric o
Reduced emis- y. ) ) fon by 95% ( ) )i pher %)
. emissions of dichloromethane, trichloroethylene and tetrachloro- | Atmospheric discharge: 18.2 t o
sions of organo- i . .
chlorides ethylene, and zero emissions by 2010: to be achieved through | 93.1% reduction from 1996 level —
total management and reduced releases of organochlorides
By 2010, 6% reduction in CO2 emissions (from 1990 level): tobe | CO2 emissions: 540,000 t o
L. achieved through reduction measures at all production plants 14.4% above 1990 level =
Reduction in
CO2 emissions . ) . )
By 2005, adoption of solar power systems ca- | Total capacity: 480kW (including 10kW added . .
pable of generating 400kW in fiscal 2005) w
Reduction in By 2010, total replacement of potentially | Emissions in fiscal 2005: 19.2 t
fluorocarbon* ozone-depleting HCFCs with 100% ozone- | Efforts under way toward total elimination in = "
usage safe HFCs, etc. fiscal 2010
Environmental man-  Ongoing renewal of ISO14001 certification for | 15014001 cerification successfully obtained by all 15 domestic production
agement system all domestic works sites (divisions, headquarters, works); renewals processed on continuing basis w
Database for environmen- By 2005, development of a database on the
tally friendly management  company’s environmental burden Study carried out on online tabulation of envi-
) ) ] ] ] ] ronmental performance data, environmental —
Promotion of environ-  Continuation of environmental accounting; accounting, etc.
mental accounting completion of online tabulation system by 2005
Ongoing issuance of  Continuing issuance; ongoing content enhance- | Issuance of new “Social and Environmental .
environmental reports  ment Report” incorporating CSR-oriented content.
Promotion of “green  Proactive purchasing of environmentally friend| ~A
- g P 9 , y ) .y Green procurement rate: 93.4% w
purchasing products, based on the company’s own guideline
Promotion of environ-  Egtaplishment of a working group to develop in-house | Formulation of “Basic Guideline on Produc- .
mentally friendly design  standards for environmentally friendly product design | tion of Environmentally Friendly Products” w

* Fluorocarbons: chlorofluorocarbons (CFCs), hydrochlorofluorocarbons (HCFCs) and hydrofluorocarbons (HFCs)
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Management

Corporate Governance

MHI consistently works to promote fair and sound management rooted in
full abidance of the law. In a quest to develop its business operations as
well as fulfill its social responsibilities, the company continuously strives to
improve its management structure, and it also assiduously pursues en-
hanced transparency in management by providing timely and accurate in-
formation both to its shareholders and society at large.

Management Structure

The Board of Directors is responsible for de-
cision making on all important management is-
sues as well as supervision of MHI’s business
activities. The duties executed by the Directors
in turn are checked by the Board of Statutory
Auditors. To strengthen management and su-
pervisory functions, today two of MHI's 17 Di-
rectors and three of its Statutory Auditors were
selected from outside the company.

An Executive Committee has also been es-
tablished to deliberate important matters relat-
ing to business execution. Deliberations are
conducted as a team centered on the President
- a system that enables more apposite man-
agement decisions and business dealings.

In June 2005 MHI revamped its corporate
governance structure in a quest to make com-
pany management more sound and transpar-
ent and to enhance efficiency and flexibility.
The major changes effected were an increase
in the number of outside Directors, a reduction
in the number of Directors, shortening of the Di-
rectors’ appointed terms in office, and the
launch of a system of Executive Directors. As
a result of these modifications, today the com-
pany is pursuing stronger supervision of the
Board of Directors and clarifying the respective
roles and responsibilities of the Directors — who
are in charge of rendering all decisions on mat-
ters of importance to company operation as
well as supervising company operations in gen-
eral — and the Executive Directors, who are in
charge of executing matters of business.

Auditing System

At MHI, Statutory Auditors, functioning in
compliance with the auditing policies, allocation
of duties, etc. decided within the Board of Stat-
utory Auditors, continuously check the perform-
ance of the Directors in the execution of their
business duties. They do so by (D attending all
important meetings, including those of the
Board of Directors, the Executive Committee
and business planning sessions, so as to ach-
ieve timely and accurate understanding and
checking of management’s executive perform-
ance; and (2 checking and confirming compli-
ance with laws, and checking the status of im-
provements to and execution of internal
controls. To support and facilitate the work car-
ried out by the Statutory Auditors, an Internal
Audit Department has been created with its
own dedicated staff.

The Statutory Auditors also work closely with
the company’s independent accounting audi-
tors. They not only engage in regular exchang-
es of information and opinions with these coun-
terparts, but also receive auditing reports,
attend audits by the appropriate auditors, etc.

Organization Chart (as of October 1, 2006)

Order Compliance Committee Board of Directors
Compliance Committee
Environment Committee 1
Committee for Raising Awareness of Human Rights . . )
Committee for the Promotion of Employment of Disabled People | President |—| Executive Committee Board of Statutory Auditors
Export-related Regulations Monitoring Committee | lL—)"  —
Construction Business Act Compliance Committee :
Managing Board for Innovation in Nuclear Business Statutory Auditors
Pre_sifjentigl Technical Global Strategic
Administration Headquarters Planning &
Office T Operations
Technology Planning Headquarters Domestic Overseas
Dept. T Office Office
|Internal Audit Dept. | Corporate Social| | Corporate Information Sys- Intellectual Property Overseas Production Automotive Kansai Office Beijing Office
Responsibility Planning Dept. tems & Commu- Dept. Business Pro- System inno- Business Plan- | | Chubu Office Jakarta Office
Dept. Corporate nications Dept. Advanced Technology motion Dept. vation Plan- ning & Devel- Kyushu Office | | Taipei Office
Communication | |General Affairs Research Center Overseas Ad- ning Dept. opment Dept. Hokkaido Office|
Dept. Dept. Nagasaki Research & | | ministration Chugoku Office
Legal Dept. Development Center Dept. Tohoku Office
Personnel Dept. Takasago Research & Hokuriku Office
Accounting Dept. | | | Development Center Shikoku Office
Finance Dept. Hiroshima Research &
Material Dept. Development Center
Yokohama Research &
Development Center
Nagoya Research & De
velopment Center
Shipbuilding & Power Systems Nuclear Energy| Machinery & Aerospace General Machi- | | Air-Condition- Paper & Print- Machine Tool
Ocean Develop- Headquarters Systems Head-| Steel Structures Headquarters nery & Special ing & Refriger- ing Machinery Division
ment Headquarters quarters Headquarters* Vehicle Head- ation Systems Division
quarters Headquarters
|
| ] ] ] ] ] ] ]
Nagasaki Ship- Kobe Shipyard Shimonoseki Yokohama Hiroshima Ma- Takasago Ma- Nagoya Aero- Nagoya Guid- Plant and Transportation Systems Engineering
yard & Machi- & Machinery Shipyard & Ma-| Dockyard & chinery Works chinery Works space Systems ance & Propul- & Construction Center
nery Works Works chinery Works Machinery Works sion Systems
Works Works

* The Machinery & Steel Structures Headquarters was created in May 2006 from the merger of the former Steel Structures & Construction Headquarters and Machinery Headquarters.



Enhancement of Internal
Control System

In accordance with its underlying philosophy to
promote socially responsible management based
on its company creed, through the years MHI has
continually taken steps to improve its structural
framework in ways that will enable the company to
respond appropriately to the various risks that sur-
round it. Securing compliance based on resolutions
of the Board of Directors is one example.

In July 2005 MHI established a new organiza-
tion, the “Internal Audit Department,” for the ex-
press purpose of performing internal auditing in or-
der to achieve enhanced monitoring of the
company’s business execution functions. By work-
ing closely with the Statutory Auditors and with
sectors in charge of compliance, steady progress
is being made in strengthening the company’s in-
ternal auditing system.

In May 2006 the Board of Directors adopted a
basic policy for forging a new system of internal
controls. The underlying philosophy of the system
is to conduct business activities fairly and faithfully,
abiding by all laws and placing importance on so-
cial norms and corporate ethics, with the Directors
taking the lead in striving to attain these objectives.
Going forward, the internal control system will be
continuously improved to enable MHI to implement

Management

socially responsible management all the more vig- Planning Department” to rethink the company’s
orously. manufacturing capabilities and strengthen the work
The flow chart below is a graphic depiction of sites where manufacturing is carried out. The new
MHTI’s corporate governance structure. It offers an department is positioned directly under the aegis of
overview of the company’s current internal control the company President.
system and describes the relationships that exist In its role as the “control tower” overseeing inno-
between decisions rendered at ordinary general vation in manufacturing throughout the company,
meetings of shareholders, Board of Directors meet- the Production System innovation Planning Depart-
ings and meetings of the Board of Statutory Audi- ment sends its staff directly to the various manu-
tors. facturing works. Through dialogue with on-site em-

ployees of every rank, they proceed to shed light

on specific challenging issues, and when those is-
Production System innovation sues are common throughout the company or is-
Planning Department sues that are difficult to resolve within the plant it-
self, the Production System innovation Planning
In the manufacturing industry, the key to com- Department sets to resolving such issues, one by
petitive strength lies in the ability to create out- one, working in liaison with the related sectors.
standing products, and amidst the intensifying Specifically, the department strives to fortify manu-
competitiveness of today’s market, securing that facturing capabilities by cultivating and strengthen-
ability is a management issue of critical impor- ing human resources, promoting the transfer of ex-
tance. At MHI, a variety of challenges need to be pertise and skills, making sure that key equipment
addressed at the sites where manufacturing is per- is state-of-the-art, revamping business processes,
formed; these include, on one hand, the pressing etc. In addition, by carrying out the foregoing activi-
need to cope with alacrity to today’s rapid advan- ties on a continuous basis and keeping the PDCA qé
ces in product sophistication and diversity and, on (plan-do-check-act) cycle securely in motion, the E
the other hand, the challenge presented by an ag- department aims to pursue innovations and forge %
ing workforce and distortion in the age breakdown capabilities in manufacturing that will provide solid 3
of the company’s employees. support to company management. g
In light of the foregoing situation, in April 2006 §'

MHI founded a new “Production System innovation

’ Corporate Governance Structure (including internal control system) ‘
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Management

CSR Promotion

To carry out activities ensuring that the company will fulfill its corporate
social responsibilities, in 2005 MHI established a new “CSR Center.” The
new entity is already taking aggressive steps to promote CSR.

CSR Promotion Structure

In its quest to promote CSR-based manage-
ment, MHI has established separate commit-
tees specifically to oversee matters such as
compliance, environmental protection and re-
spect for human rights. Today these committees
are advancing measures devised to achieve
their respective objectives. In July 2005 a “CSR
Center” was newly established to promote CSR-
based management company-wide through liai-
son and coordination between these various
committees and related departments as well as
the pursuit of information sharing. In addition, in
December 2005 a “CSR Liaison Conference”
was founded to set down both short-term and
longer-term targets on the various topics being
addressed.

Meeting of CSR Liaison Conference

Committee Activities

Compliance Committee

The Compliance Committee was established
in May 2001 to promote fair and faithful busi-
ness activities wholly in compliance with all laws
and regulations. The committee is directly re-
sponsible to the President and is chaired by the
Director in charge of compliance. The commit-
tee members are the general managers of
MHTI’s various administrative departments. To-
day, the committee is preparing a broad palette
of measures to promote compliance company-
wide.
Environment Committee

The Environment Committee was created in
1996 to clarify the company’s initiatives in pro-

tecting the environment. Each year the commit-
tee plans and proposes environmental meas-
ures to be carried out company-wide and sets
the direction for that term. It also promotes and
follows up on the environmental protection
plans prepared annually by the respective divi-
sions, headquarters and works.
Committee for Raising Awareness
of Human Rights

The Committee for Raising Awareness of
Human Rights was founded in 1992 to foster
correct understanding of and contribute to the
resolution of human rights issues, in conformity
with the spirit of respect for human rights. The
committee works to raise human rights aware-
ness, formulates basic policies for training in
matters impinging on human rights, draws up
and implements the training programs, coaches
in-house instructors in carrying out the training,
and liaises and coordinates with related admin-
istrative institutions.
Committee for the Promotion of
Employment of Disabled People

The Committee for the Promotion of Employ-
ment of Disabled People was established in
1992 to proactively expand employment oppor-
tunities for the disabled. The committee’s duties
include formulating basic policies relating to em-
ployment of the handicapped, drawing up and
implementing related plans, raising in-house
awareness of problems affecting disabled peo-
ple, acquiring and distributing pertinent materi-
als, and liaising and coordinating with relevant
administrative agencies and organizations.
Export-related Regulations
Monitoring Committee

The Export-related Regulations Monitoring
Committee was set up in 1987 to oversee ex-
port management, a topic of grave importance
to a company like MHI that exports a broad vari-
ety of products. Each department has one
member in charge of related matters, and once
each month all members gather at the commit-
tee meeting. The meetings serve as a venue for
evaluating each department’s progress in pro-
viding guidance and supervision of the compa-
ny’s export management system. Through
these consistent efforts, MHI is doing its very

best to ensure full compliance with all export-re-
lated laws and regulations.

Construction Business

Act Compliance Committee

The Construction Business Act Compliance
Committee was created in October 2003 to
spread knowledge relating to Japan’s legal
framework for conducting proper business in the
construction industry. Since the committee’s in-
auguration, instructors from the Organization to
Promote Proper Dealings in the Construction In-
dustry have been invited to conduct seminars
on the Construction Business Act at the compa-
ny’s main works.

The committee office also serves as an in-
house window for consultation pertaining to
construction legislation. In addition to securing
uniformity in legal interpretations, the office con-
sults with the authorizing government agencies
concerning particularly complex matters. The
committee also provides support toward boost-
ing efficiency in operations relating to the Con-
struction Business Act through development of
a system with functions for monitoring appropri-
ate allocation of const-ruction engineers, etc.
Order Compliance Committee

See page 31.

Managing Board for Innovation
in Nuclear Business

See page 50.

Countermeasures against
Asbestos

In light of the injurious effects asbestos is
now known to have on health, in July 2005 MHI
conducted an investigation of asbestos usage in
the company’s products and factory buildings.
The investigation revealed that asbestos has
been used both in products and factories, and
the company immediately responded by draw-
ing up, in August 2005, a policy for dealing with
asbestos based on the principle of not allowing
company operations to result in any harm attrib-
utable to asbestos. In line with this policy, today
MHI is working to fully ensure health and safety
where asbestos has been used, to develop as-
bestos-free product substitutes, and to imple-
ment effective countermeasures in factory build-
ings and other facilities where asbestos exists.
In these ways, the company is striving assidu-
ously to prevent all harm from asbestos not only
to employees but to all customers using MHI
products and residents in areas surrounding the
company’s manufacturing plants.




Compliance

Compliance

Although MHI has implemented various measures to promote compliance
through the years, in 2005 the company was indicted for alleged
violations of the Antimonopoly Act in relation to bridge construction
orders. Today, the entire company is making concerted and thorough
efforts to ensure that a situation of this kind never occurs again.

Alleged Violations of
the Antimonopoly Act, and
Measures to Prevent a Recurrence

Rigged Bidding for
Bridge Construction

In May 2005, an MHI employee was ar-
rested on suspicion of violating Japan’s
Antimonopoly Act (through rigged bidding)
in relation to bridge construction orders
from the Ministry of Land, Infrastructure
and Transport and the Japan Highway
Public Corporation. Following an investiga-
tion by the Tokyo High Public Prosecutors
Office, in June 2005 MHI was indicted for
its dealings with the Ministry of Land, Infra-
structure and Transport, and in August the
company and its representative in charge
of sales were indicted in conjunction with
their involvement with the Japan Highway
Public Corporation. In September, Japan’s
Fair Trade Commission recommended that
MHI be barred for its part in these events.

The company truly regrets that the situa-
tion has come to this, and it offers deepest
apologies to society in general and to all
parties concerned. It is also highly unfortu-
nate that the various measures devised by
the company to promote thorough compli-
ance ultimately proved unable to prevent
this situation.

Through the years, MHI has continuous-
ly taken initiatives to provide education in
legal and compliance matters as deemed
necessary for each hierarchical level of the
company’s employees, whether adminis-
trative (general managers), managerial
(deputy managers and section heads), or
general employees (supervisors and rank-
and-file employees). The company has al-
so prepared manuals on observance of the
Antimonopoly Act and has conducted sem-

inars and study groups on this topic. In
May 2001, a Compliance Committee was
established directly under the aegis of the
President. Among the committee’s under-
takings to date have been the establish-
ment of a dedicated contact point for re-
porting unlawful or inappropriate activity
(June 2001), preparation and distribution
of company compliance guidelines (Sep-
tember 2001), preparation and distribution
of compliance guidelines for employees in
managerial positions (March 2002), hold-
ing of compliance seminars (for roughly
4,700 managers) and compliance promo-
tion training programs (annually since
2003, for all employees), conducting com-
pliance awareness surveys (annually since
2004), releasing compliance-related infor-
mation company-wide (since January
2005), and clarification of penalties for
compliance violations and acquisition of
compliance pledges (April 2005). Further-
more, the Compliance Committee has aud-
ited all divisions by checking on their per-
formance of business including matters of
compliance.

However, the events that led to the al-
leged violations of the Antimonopoly Act
show that the company’s efforts had not
penetrated deeply enough. In particular, an
in-house analysis shows that room re-
mains for improvement in several ways. 1)
At the individual employee level, old values
and preconceptions have hindered a quick
response to social changes. 2) Personnel
in charge of sales have spent extended
periods in the same division. 3) Although
auditing of each division has produced re-
sults to some degree, monitoring of compli-
ance aspects has been inadequate.

Based on this self-examination, the com-
pany is now taking the following steps to
prevent the recurrence of such a situation
ever again.

Compliance .

(1)Reinforcement of Compliance System

+ Board of Directors Resolution and Execu-
tive Committee Agreement
In July 2005 the company pledged, by
resolution of the Board of Directors in
agreement with the Executive Commit-
tee, to strictly observe the Antimonopoly
Act, stringently refrain from any actions
that might be seen as suspicious, and
thus absolutely prevent recurrence of
any incident of the kind that has occur-
red.

+ Compliance Declaration
In the wake of the resolution by the
Board of Directors, a declaration of simi-
lar intent was executed by all general
managers of the company’s divisions,
headquarters, branches and works, by
which they swear their subordinates to
strictly observe all compliance rules.

Pledge of Antimonopoly Act Observance

The company obtained written pledges

to observe the Antimonopoly Act from all

company employees in positions of sec-
tion manager and higher who belong to
divisions that sell to the public sector.

+ Appointment of Compliance Officers
Business managers or deputy managers
of divisions and headquarters, together
with branch managers and deputy gen-
eral managers of company works, have
all been appointed to promote activities
toward achieving full compliance.

+ Establishment of Departmental Compli-
ance Committees
To promote compliance more powerfully
within the division headquarters and
works, starting from fiscal 2006 depart-
mental compliance committees are being
established at all company headquarters
and works. The respective compliance
officers are to chair the committees and
to deliberate, render decisions on, exe-
cute and follow-up on compliance pro-
motion policies and plans within their de-
partment. They will also carry forward
responses to individual projects, etc.

Establishment of Compliance Liaison

Conferences

To ensure compliance throughout the
entire MHI Group, including affiliates,
starting in fiscal 2006 the company has
established compliance liaison conferen-
ces for each division and its affiliates.
The compliance officers are in charge of

CSR Promotion / Compliance

MHI Social and Environmental Report 2006 30




31

their respective conferences, and com-
mittee members are drawn from repre-
sentatives of the affiliate companies. The
conferences serve as venues for ex-
changes of information, follow-up, etc.
pertaining to compliance promotion.

Drafting of Conduct Standards for Con-
tacts with Competitors
The company has drafted standards of
conduct pertaining to contacts with com-
peting firms by sales personnel. Among
other issues, the guidelines define the
permissible scope of such contact and,
in cases when such contact is permitted,
require reporting to the compliance offi-
cer both prior to and following said con-
tact.
+ Checking and Confirmation by Compli-
ance Check Sheets
Within all sections that sell to the public
sector, for all business involving compet-
itive bidding and order receipt, a compli-
ance check sheet is used to check that
no aspects run afoul of the Antimonopoly
Act, etc. The marketing section head is
required to sign the check sheet as evi-
dence that confirmation has been made
of full compliance with all revelant laws.
+ Check by Compliance Officer
The compliance officer confirms that the
conduct standards have been observed
and that the business operation has
been duly checked against the check
sheet.

Establishment of Internal Audit Depart-
ment

Traditionally, internal audits were han-
dled by a section subsumed under the
General Affairs Department, but in July
2005 the company established a new In-
ternal Audit Department as a specialized
entity reporting directly to the President.
The new configuration has reinforced in-
ternal controls over the entire MHI
Group, including affiliated companies.
Establishment of Order Compliance
Committee

A new Order Compliance Committee
was established composed of the Direc-
tor in charge of the Administration De-

partments, relevant section managers,
the administrative general managers of
the various divisions and headquarters,
and deputy business managers in
charge of managerial matters. The com-
mittee, soliciting advice from external ex-
perts, monitors the confirmation work
performed by the compliance officers
and checks on progress in the imple-
mentation of compliance policies.

Personnel Management

Employees’ observance of compliance
regulations is reflected in their perform-
ance evaluations, appointments and job
transfers. Any violations elicit strict disci-
plinary action.

Business Management

The company has devised a mechanism
whereby employees who have long been
involved in selling to the public sector
are periodically transferred to a different
job.

Reinforcement of Education

Compliance education that was formerly
given only to employees being promoted
to group head is now extended to those
being promoted to section manager or
supervisor as well. Also, compliance pro-
motion training targeted at all employees
is carried out twice each year. Employ-
ees in the Sales Division receive re-edu-
cation using materials including a re-
vised manual for abiding by the
Antimonopoly Law.

Clarification of Work Scope of Former
Civil Servants, etc. Hired as Advisors
and Part-time Staff

Former civil servants, etc. hired as advi-
sors or part-time staff are appointed in a
quest to receive their technical advice
based on their individual depth of knowl-
edge and high level of specialization. In
order to secure transparency, the com-
pany is re-clarifying the intent for which
such individuals are hired and the scope
of the work they perform (which excludes
involvement in sales).

The company has surveyed all its affiliates
regarding their involvement in business

catering to the public sector, and those
that regularly participate in bidding on
public-sector projects now implement the
same compliance measures as MHI. At
other affiliates also, measures are being
implemented to ensure proper bidding, in
order to achieve proper order compliance
throughout the MHI Group.

MHI believes that to ensure thorough
compliance in all areas, it is particularly im-
portant for each and every employee to be
aware of this issue, and in keeping with
this belief the company undertakes an ar-
ray of initiatives to enhance compliance
awareness. Starting in 2003, compliance
promotion training programs were carried
out once each year, with those in higher
positions engaging their subordinates in
discussions about compliance. Since 2005,
the frequency has been raised to twice an-
nually. In fiscal 2005, some 27,600 em-
ployees took part in this training, for a par-
ticipation rate of approximately 84%.
These figures correspond to a significant
increase over fiscal 2004, when partici-
pants numbered 25,300 and the participa-
tion rate was 76%.

The training contents have been well un-
derstood and taken to heart in all divisions,
and many employees have expressed the
view that the program proved effective in
advancing compliance within their area.
Furthermore, a change was seen in the
performance of business duties, with em-
ployees more willing to question past prac-
tices and determined to see their actions
from the vantage points of public conven-
tions and society at large. Such changes
are hailed as evidence that compliance
considerations are steadily penetrating
throughout the company, and MHI will con-
tinue to take steps to boost participation
rates in this training program even higher
in the years ahead.



In order to identify how the foregoing ini-
tiatives have changed and spread the
awareness of compliance among the com-
pany’s employees, and to apply those re-
sults to the further enhancement of those
initiatives, in January 2006 the Compliance
Committee conducted a survey designed
to measure the level of penetration of com-
pliance awareness. A similar survey had
been carried out in September 2004.

In the new survey, close to 90% of the
employees responded that they had be-
come more aware of compliance than be-
fore. This marks a major improvement from
the previous survey. At the same time,

Administered: January 2006

Number of respondents: 6,682

however, the percentage of employees
who said they are unfamiliar with the con-
tents of the MHI Compliance Guidelines or
who did not know about the existence of a
special contact point for submitting letters
on compliance, though down from the pre-
vious survey, remained insufficient. As a
result, initiatives are now being taken to
raise the level of understanding among all
employees.

Going forward, the company intends to
conduct this survey annually as a way of
confirming whether the measures being
implemented to promote thorough compli-
ance are functioning effectively.

Survey target: 9,830 employees

(about 30% of total)

Response rate: 68.0%

How has your awareness of compliance changed?

a. b.
FY2005 46.3 42,6
a. b. ch
FY2004 o35 42.0 9.7

e.3.8

|

a. | have become much more aware.

c.
7.1 b. I have become slightly more aware.
.d.02”

c. My awareness has not changed much.
d. I now attach little importance to it.
e. Not sure.

Are you familiar with MHI’'s Compliance Guidelines?

FY2005

a.
FY2004 568 57.6

5 2 a. | have a good understanding of them.

b. | know of their existence, but have no
understanding of their contents.
c. | know nothing about them.

Do you know about the dedicated contact point to receive letters on compliance?

FY2005

FY2004 37.9 32.3

1?'3 a. | know about it and how to access it.

b. | know of its existence,
but not how toaccess it.
c. | know nothing about it.

In June 2001 MHI established a dedicat-
ed contact point within the Compliance
Committee to enable the company to ach-
ieve early detection and correction of any
unlawful or inappropriate activity. This
“open window” receives written submis-
sions from employees, affiliated companies
and suppliers.

In fiscal 2005 the number of such sub-
missions increased to a monthly average
of between eight and nine. The most fre-
quently cited problems, accounting for
about 35% of submissions, involved work-
place rule infractions or the work environ-
ment. The next most common type, ac-
counting for 20%, involved suspicion of
unethical or unlawful behavior. The Com-
pliance Committee quickly investigates
each report, and if wrongdoing is con-
firmed, it seeks to correct the problem and
applies those lessons uniformly throughout
the company. MHI management believes
that this system is working effectively to
make company operations more compli-
ance-oriented.

The company gives its full consideration
to protecting those who submit letters to
the committee, to ensure that they are not
treated unfavorably for having provided
such information. Initiatives in this regard
include subsequent checks on how the in-
formants are being treated in terms of job
assignments.

o

@

Average submissions per month

Compliance
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MHI’s procurement activities are based on
the ideal of fairness, which stands on the four
pillars of openness, equity and justice, mutual
trust, and compliance. In procurement affairs,
the company promotes compliance and un-
dertakes a variety of activities to put this ba-
sic ideal of fairness into practice.

On a company-wide basis, group educa-
tion programs are conducted annually aimed
at raising understanding of and respect for
the main laws relevant to procurement activi-
ties, including the Act against Delay in Pay-
ment of Subcontract Proceeds, Etc. to Sub-
contractors, Construction Business Act,
Stamp Tax Law, Civil Code and Commercial
Code. A test is administered at the end of the
program, and explanations of any poorly un-
derstood test questions are later distributed
to prompt the participants to review their an-
swers, as a way of raising their level of com-
prehension. To date, about 150 employees
involved in procurement, mainly younger
members, have completed this education
program.

Since fiscal 2005 MHI has also implement-
ed a program of e-learning, making use of
materials compiled in-house, aimed at famili-
arizing all employees who might have busi-
ness contact with suppliers - not only those
involved in procurement - with the Act against
Delay in Payment of Subcontract Proceeds,
Etc. to Subcontractors. To date, approximate-
ly 700 employees have participated, and go-
ing forward the company will continue to ad-
minister the program until it is completed by
all targeted employees. From 2006, the tar-
get group has been extended to include em-
ployees of MHI subsidiaries, in an effort to
raise the knowledge level concerning this im-
portant law throughout all Group companies.

In collaboration with the Personnel Depart-
ment, the company has also drafted a Q&A
brochure about legislation concerning the
rights of dispatched temporary workers. The
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e-learning

brochure has been distributed throughout the
company with the aim of promoting fair and
lawful contracts with temp staff agencies as
well as consideration of workplace conditions
for staffers assigned to work at MHI.

In addition, every year the company holds
a conference on compliance in procurement
activities as a forum to renew awareness of
the social ramifications of those activities and
to discuss measures that will contribute to
more thorough compliance implementation.
Compliance in procurement is also checked
by internal auditing as a way of seeking con-
tinuous improvements, enabling the attain-
ment of greater efficacy and motivation in re-
lated compliance matters.

In tandem with the enactment of Japan’s
Protection of Personal Information Law, MHI
formulated its own Personal Information Pro-
tection Policy for release both inside and out-
side the company. In addition, the company
drew up a set of Personal Information Protec-

tion Rules and a “Personal Information Man-
agement Manual,” and to maximize aware-
ness of this issue, the most noteworthy points
relating to in-house affairs were compiled into
a digest format and distributed to all employ-
ees. Education programs are also adminis-
tered according to employee level — for ex-
ample, to new employees, newly appointed
supervisors, etc. — and compliance promo-
tion training is given to all employees to
heighten awareness of personal information.
A personal information database registration
system has also been developed as a means
of achieving unified handling of registered da-
ta.

Going forward, the company will continue
to improve the system of education by em-
ployee level and compliance promotion train-
ing in order to further elevate employee
awareness. At the same time, using tools
such as a checklist on personal information
protection, periodic studies into in-house da-
ta management will be undertaken in a quest
for continuous improvement in the compa-
nyls handling of personal information.

Personal Information Protection Policy

below.

means.

pertains.

personal information.

person involved.

handling of personal information.

Mitsubishi Heavy Industries, Ltd. (hereinafter “MHI”) recognizes that all personal
information managed and used in its business activities must be handled and
protected with the utmost care. Therefore, MHI will follow the basic policy stated

1. MHI will not acquire any personal information through falsehood or other improper

2. MHI will use personal information only to the extent and for the purposes specified,
which will be made publicly known or notified to the persons to whom the information

3. MHI will endeavor to keep such personal information accurate and up-to-date.
4. MHI will take necessary and appropriate measures to maintain the security of such

5. MHI will furnish its employees and contractors handling such personal information with
the necessary and appropriate guidance and supervision.
6. MHI will not provide personal information to any third party without the consent of the

7. If MHI receives an inquiry from a person about the use or content of personal
information related to that person, it will provide a reasonable response.

8. If MHI receives any complaints regarding the handling of personal information, it will
resolve such complaints in a prompt and appropriate manner.

9. MHI will establish rules and management systems for proper handling and protection of
personal information and will thoroughly adhere to them.

10. MHI will engage in a strong effort to further enhance personal information protection
systems by regularly reviewing and updating all rules and procedures regarding the
handling of personal information, including this policy.

11. MHI will comply with all applicable Japanese laws and regulations regarding the

April 1, 2005
Mitsubishi Heavy Industries, Ltd.
Kazuo Tsukuda, President

For the full text regarding MHI’s policy on personal information protection, refer to the following:

http://www.mhi.co.jp/kojinjouhou_e.html



Guideline for Prevention of
Bribery Involving Foreign Civil Servants

In accordance with the Unfair Competition
Prevention Law and laws and regulations re-
lating to the prevention of corruption of civil
servants in applicable countries, MHI has
long operated under a basic policy of never
attempting to bribe a civil servant of a foreign
country in order to obtain an improper busi-
ness advantage. The MHI Compliance
Guidelines also prohibit improper business
dealings that run counter to the spirit of com-
pliance. In conjunction with these aims, in
April 2005 the company established a Guide-
line for the Prevention of Bribery Involving
Foreign Civil Servants. This Guideline ex-
plains terms and basic concepts in the Unfair
Competition Prevention Law, and also indi-
cates specific conduct guidelines for enter-
taining or giving gifts to foreign civil servants,
so that employees will be able to act properly
and unwaveringly when they are doing busi-
ness overseas. Furthermore, since the Unfair
Competition Prevention Law also applies to
the overseas staff of Japanese companies,
an English version of the Guideline has been
prepared and is used to raise awareness
abroad that bribes must never be offered to
civil servants.

Measures against Leakage of
Confidential Information

In June 2005 a virus invaded the computer
of an employee at an MHI affiliate, an electri-
cal machinery manufacturer, resulting in a
leak of data on nuclear power plant inspec-
tions. MHI, being the leading contractor in
this incident, was punished by a number of
power providers with a three-month suspen-
sion of new business dealings. Then in Au-
gust it was discovered that a company that
collaborates with MHI had leaked information
on inspections of power-generating turbines,
including water turbines, also through a com-
puter virus. In this case too, a number of
power suppliers responded by suspending
MHI from new business for a period of rough-
ly two months.

Through the years, MHI has taken various
steps to raise employees’ awareness toward
management of confidential information.
These include the establishment of in-house
rules on managing confidential data, docu-

ments, etc.; setting down standards on infor-
mation security management and other infor-
mation systems; and the preparation and
distribution of a manual on management of
confidential information.

In light of the recent information leaks,
however, the company concluded that there
is a need to promote greater awareness of
existing rules, induce more proper manage-
ment of information in accordance with those
rules, and elevate the level of awareness to-
ward such management in all employees. To-
ward those ends, in September 2005 the
company prepared a written guide on how to
prevent leaks of confidential information, and
distributed it to all employees. In addition, a
company-wide survey was carried out with
the aim of implementing various measures —
for example, spurring employee awareness,
rethinking in-house information management
systems, etc. — based on an understanding of
the present state of the company’s confiden-
tial data and security management.

The results of the survey revealed that se-
curity measures were deemed inadequate
especially in two areas. One is management
of information released outside the company:
for example, (a) in-house procedures to be
followed when releasing confidential informa-
tion kept in company computers or stored in
external memory devices, or when sending
confidential information by e-mail to third par-
ties outside the company; and (b) exchanges
of security regulations with contracted parties
in cases when business that includes confi-
dential information is being outsourced. The
second area with inadequate security meas-
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MHI guide on how to prevent leaks of
confidential information

Compliance .

ures was said to be management of outside
personnel: for example, exchanging confi-
dentiality agreements with companies that
provide temporary staff, etc. to work at MHI.
One respondent observed that in some in-
stances even basic matters relating to securi-
ty were not fully observed owing to inade-
quate education and educational materials.

Going forward, MHI intends to counter
these problems in a number of ways. These
include: (D stronger measures to deal with
the conveyance of confidential information
outside the company, such as encoding of
external memory devices and e-mail; @
stronger security management at outsourcers
through promotion of exchanges of memo-
randa on prevention of information leakage;
() repeated efforts to achieve widespread
recognition of specific procedures and rules
relating to confidential information manage-
ment and information security; and @ im-
provement of educational materials and im-
plementation of education tailored to
employees of every rank.

Recent Investigations

In March 2006 the Japanese Fair Trade
Commission (FTC) conducted an on-site in-
spection of MHI on suspicion that the compa-
ny had violated the Antimonopoly Act in se-
curing orders for sluice gates and tunnel
ventilation equipment. In April, the company
was subjected to another FTC search on sus-
picion of violating the Antimonopoly Act with
regard to an order for a sludge treatment fa-
cility; in June, the company and an employee
were indicted in this case.

The company is cooperating fully with
these investigations. In the wake of the al-
leged violation of the Antimonopoly Act last
year in relation to steel bridge construction
orders, a variety of measures have been im-
plemented throughout the company to ach-
ieve total compliance at all times. The com-
pany is determined to continue putting these
measures into full practice in order to prevent
another such occurrence ever again.

Compliance
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1 Environmental Impact of
i MHI’s Business Operations

MHI makes unwavering efforts to alleviate burdens on the environment Examples of Environmental Advantages of Use of MHI Products

throughout the product lifecycle — from development and design to pro-

curement_ qf raw ma_terlal§, production, distribution, on-site installation, us- j Nuclear POWGI’ Generation j Flue Gas Desulfurization (DeSOx) j Gas Engine Cogeneration Systems
age, servicing and final disposal. and Denitration (DeNOx) Systems for Power Generation
Because nuclear power is generated by nuclear These systems, by curbing emissions of SOx and These systems, featuring the world’s highest level of
fission and involves no combustion, no CO2 is emitted NOx, serve as an important countermeasure against total conversion efficiency, make important contributions
d-urirfg the generatign process. It thgrefore contributes acid rain. to energy conservation and curbing of CO2 emissions.
significantly to curbing total GOz emissions. * @ The comparisons below refer to flue gas emitted in the @ The figure below compares CO2 emission levels when
@ The comparison below is between the volume of CO2 process of thermal power generation. MHI's MACH-30G gas engine cogeneration system —
emitted with nuclear power generation (estimate based which generates both electricity and heat - is adopted
on total output of 138.29 million MWh generated in 2005 After DeSOx |~ 5% or less @ (estimated for power generation of 1MWh) and when the
by nuclear power plants built by MHI) and the average equivalent amounts of electricity are generated by
CO2 emission volume resulting from power generation at Before DeSOX Japanese electric power companies and conventional
_ Japanese electric power companies. 4 5 =0 0 fuel-oil-fired boilers, respectively. g
Total energy input  11,375,378,381 MJ Usage volume 13.13Million t ) F— 'g
. - Purchased electricity 763,947 MWh Nuclear power i cogeneration 389 o
MHI makes an important contri- Heavy fuel oil A 28,339 kL ter DeNOx | 4710 - 20% * @ system o
- - ’ . 17}
bution to global society through Heavy fueloi C 1451410 s £
» . i ) ’ - . )
mynad environmental protec- Kerosgne 6,296 kL Iron, plastics, paper, etc. compames(avg)o 3200 =000 0 50 1(30 conventional bonersO =00 1000 E
. Gas ol 5,380 kL (million t-CO2) ) ) %) (kg-CO2) »
tion measures. The company as- City gas 23,577 ki ¢ With use of DeNOX system for coalfred power plants 2
. . ’ s
sesses the environmental im- LPG 2,765 t _ 5
act exerted through its Other 603,903,691 MJ ) 5
P . . aa: 9 (steam, acetylene, butane, etc.) Chemical substances (PRTR)"1 3,833 t - g
business activities, and takes - £
.. . u 8
decisive steps to ease environ- u 5
= £
mental burdens. " s
L =
>
T On-site -
Planni d Devel - Distribution Installation Servicing
anning an evelopmen P
A : rocurement Manufacture
Marketing and Design Disposal
| = .
Trial Running Usage
: |
Business
Activities
[ J
I
| P U ] I [ Collection and Recycling of Used Products
- MHI prloductsls_ubject to Home Appliance Recycling
m Water pollutants 2 Waste materials Air pollutants™ m Law: air conditioners
. N o Number of units recycled: 156,000
Wastewater 11.05 Million t COD 39t Generated volume 14.7 Million t CO2 0.54 Million t Chemical 2,237t Weight of recycled unit: 6,594 tons
Nitrogen 39t Recycled volume ~0.118 Million t NOx 137t substances Weight of materials recycled into products: 5,631 tons
Phosphorus 3t Final disposal volume 0.013 Million t SOx 317t (PRTR)"
Dust 51 Vibration, noise, odor, etc.
*1 See page 43. *2 Water pollutants Outputs shown only for water pollutants subject to *3 Air pollutants Outputs of NOx, SOx and dust are subject to *4 Average CO2 emission volume
regulations applied to total volume. laws and regulations. The amount adopted here is 0.379 kg-CO2/kWh, the figure reported by the Federation of

Electric Power Companies of Japan for fiscal 2001.
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Environmental Management

MHI is presently promoting the creation of an environmental management
structure at all subsidiaries, and assessing the progress achieved to date,
in a quest to forge an environmental management system on a Group-
wide basis. To protect the earth’s environment, the company complies
with all environmental laws and regulations and is working to develop a
structure enabling accurate understanding — and prevention — of potential
risk from accidents that would cause contamination, etc.

Environmental
Management Structure

Environmental Management
Structure

Two entities have been established in-
house to undertake activities to resolve envi-
ronmental issues. The Environment Liaison

PDCA cycle

\B\m“agemem cycle

o
& Continuous improvement

Conference functions to implement, on a
company-wide basis, decisions rendered by
the Environment Committee. The Energy
Conservation Liaison Conference specializes
in measures to save energy and reduce CO:
emissions. In addition, environmental com-
mittees have been set up within all headquar-
ters, divisions and works to carry out compa-
ny environmental policies and to undertake
environmental management activities match-
ing the special features of each local area.

ISO Accreditation

In April 2006 MHI's Head Office won
ISO14001* accreditation (shown on page
38), joining all 15 domestic works in
achieving this distinction. Since acquiring
certification, the works continuously strive to
improve their environmental management
systems and smoothly implement the

Environmental Management Structure

Company-wide Entities
under General Affairs Department’s Executive Office)

Committee Chairman: Director in
charge of the environment

|
Executive Office

General Affairs Department
Environmental Management Section

Technical Headquarters’ Technology
Planning Department

Energy Conservation Liaison Conference
|

Executive Office

General Affairs Department Environmental
Management Section

Headquarters, Divisions, Works

Environmental committees at headquarters,
divisions and works

Energy conservation liaison conferences,
etc. at headquarters, divisions and works

Technical Headquarters’ Technology
Planning Department

Research & Development Centers

company’s “plan-do-check-act” (PDCA)
cycle. They also take steps to continually
renew their ISO accreditation.

Environmental Education

To raise awareness of environmental is-
sues, MHI regularly provides all employees
with environmental education geared to their
specific position, from new employees to
higher management. Each works carries out
internal environmental audits according to
ISO14001 guidelines to verify the effective-
ness of its environmental management sys-
tem and monitor environmental performance.

The company also conducts special edu-
cation for employees engaged in painting
work or handling of dangerous materials. The
program aims to instruct them in the potential
environmental impact of their tasks, proper
methods for everyday management, monitor-
ing and measurement, and how to deal with
problems in an emergency.

Number of 1S014001-registered internal auditors

(Number) As of April 1 each year
600 593
497
500
428 4271 M

400 —387
300
200
100

0

01 '02 '03 '04 05 06 (Year)

MHI holders of certified public qualifications
relating to the environment

As of April 1, 2006

Area of qualification Category Number

Environmental measurement : (Denstty, noise and vibration) 8

Thermal and electrical
management

Air and water quality (Class 400

Energy management 116

Pollution prevention

management 110 4), noise and vibration

Pollution prevention 20
management supervision

Supervision in handling of 1013
specified chemical substances, efc. !
Supervision in handling of 1764
organic solvents '
Waste disposal facilities (Waste disposal 34
engineering management  : engineering manager)
Management of specially 140

managed industrial wastes

*1SO14001 An international standard for environmental management systems issued by the Internation-
al Organization for Standardization (ISO). The Yokohama Dockyard & Machinery Works acquired the ac-

creditation in 1997, making MHI Japan’s first ISO14001-certified general heavy industrial manufacturer.



Groupwide Environmental
Management Systems

To promote the introduction of environmen-
tal management systems at its subsidiaries,
MHI created two environmental standards of
its own and has been carrying out activities to
assist affiliates toward compliance with both
guidelines. “M-EMS” is based on 1SO14001
while “M-EMS EcoAction” is modeled on Eco-
Action 21, a set of guidelines laid down by
the Japanese Ministry of the Environment.

To implement these standards, MHI creat-
ed an Executive Office, comprised of mem-
bers from its environmentally related divi-
sions, and registered 14 environmental chief
auditors and nine environmental auditors
(possessing qualifications earned externally).
In accordance with the standards’ require-
ments, at each MHI affiliate environmental is-
sues have been clarified, environmental poli-
cies formulated, and documentation
developed. Thanks to vigorous initiatives in
providing environmental education to all their
employees, to date 92 of MHI’s affiliates have
now successfully set in place an in-house en-
vironmental management system.

Going forward, the MHI Group will make
concerted efforts to implement the environ-
mental management standards by precisely
identifying environmental management is-
sues, mulling solutions, and carrying out en-
vironmental management activities in line
with the PDCA cycle.

Environment .

Environmental Management Systems Adopted at MHI and its Subsidiaries

ISO14001 accreditation at MHI works and subsidiaries

MHI affiliates adopting M-EMS EcoAction (based on EcoAction 21)

® I

CERTIFICATE OF APPROVAL

This is b cerily that the Erve eial Managerment System of.

Mitsubishi Heavy Industries, Ltd.
Head Office
Minato-ku, Tokyo

lapan f

e
W B

IS0 14001:2004, 15 C 14001:2004

The Emvionmantal Management Systom & appbcabie s

4 sales of shigs, sircraft, space systems,
vurtiines, bedlers, nudear equipment and othes pewer Systoms, enviranmental
sptems, sytem, intelli

3, intellig part 1 3 wlants,

turbo machinery, rubber and tire machinery, packaging machinery, testing

equipmatet, metos and inverter for electric vehides, laser and olectronies,
pulp and paper making machimesy, printing machinery, machine tool,

fo-haisting ' 24 e ath

V.

MHI Head Office 1ISO14001 Certificate of Approval

Base or Company name [PEDETEE Company name pasicllissie
Yokohama Dockyard & Machinery Works Oct. 31, 1997 Mihara Ryoju Engineering Co., Ltd. Apr. 20, 2005
Nagasaki Shipyard & Machinery Works May 22, 1998 Ryoin Co., Ltd., Sagamihara Branch Apr. 25, 2005
Takasago Machinery Works June 26, 1998 Ryoin Co., Ltd., Head Office Apr. 26, 2005
Air-Conditioning & R Systems Headquarters : Nov. 20, 1998 Shunjusha Ltd. Apr. 26, 2005
General Machinery & Special Vehicle Headquarters: May 21, 1999 E MHI Sagami High-tech, Ltd. May 9, 2005
Paper & Printing Machinery Division Sept. 3, 1999 ::—f Ryosen Engineers Co., Ltd. May 10, 2005
o : Plantand Systems Engineering & Construction Center (Minara) : Sept. 3, 1999 E MHI Turbo-Techno Co. May 11, 2005
§ Hiroshima Machinery Works Sept. 30, 1999 % i Hiroshima Dia System Co., Ltd. May 11, 2005
% Shimonoseki Shipyard & Machinery Works Nov. 24, 1999 GE’ Ryoju ion Equipment Engi & Service Co,, Ltd. : May 12, 2005
Nagoya Guidance & Propulsion Systems Works : Dec. 18, 1999 8 MHI Marine Engineering, Ltd. May 16, 2005
Kobe Shipyard & Machinery Works Feb. 18, 2000 Churyo Engineering Co., Ltd. May 16, 2005
(Former) Industrial Machinery Division Apr. 1, 2000 Ryoin Co., Ltd., Minatomirai Branch May 16, 2005
Machine Tool Division Dec. 28, 2000 MHI Aerospace Systems Corporation July 12, 2005
Plant and Transportation Systems Engineering & Constructon Center (Yokohama) : June 29, 2001 MDS Corporation July 22, 2005
Nagoya Aerospace Systems Works Oct. 1, 2003 Affiliates incorporated into ISO14000 certification
Head Office Apr. 6, 2006 of MHI works or Head Office
MHI Solution Technologies Co., Ltd. Aug. 28, 1998 Company name Date of iss
Mitsubishi Agricultural Machinery Co., Ltd. July 24, 2001 WH! Plastc Technology Co., Ltd :rp're 1'“;;30
Nagoya Ryoju Estate Co., Ltd. Mar. 14, 2002 — L —
Socio Diamond Systems Co., Ltd. Oct. 8, 2004
Nishinihon Ryoju Estate Co., Ltd. July 12, 2002 . o'in clo T Nya O oo 23 2008
Mitsubishi Environment Engineering Co., Ltd., Yokohama Branch : Apr. 12, 2004 Mal Aerosﬁi’ice P.ryod c?oi i Octv 22' 2008
ucti A .22,
RIC Co., Ltd. Apr. 23, 2004
- — Diamond Air Service Incorporated Oct. 22, 2004
Ryoin Co., Ltd., Biwajima Branch July 22, 2004 n - -
R Co., Ltd., Sh ki Branch : Nov. 22, 2004
& | Ryoin Co., Ltd, Mihara Branch Aug. 3, 2004 KVO'" °D o '_mo';’sel_'td fanc N°V 2 2004
[o3 nmon VI N N V.
% | Mihara Ryoju Machinery Works o, Ltd. Feb. 16, 2005 S:im:osek?;yo jyu :gi:eénng s NZV > 200t
£ | Ryowa Engineering Co., Ltd. Feb. 17, 2005 . - —
© y‘ 9 " ‘g Ryoin Co., Ltd., Iwatsuka Branch Jan. 6, 2005
S Shimonoseki Ryoju Estate Co., Ltd. Mar. 14, 2005 VH! Industrial Machinery Co.. Lid Jan. 6. 2005
§ Kantou Ryoju Esiate Co, Lud. Mar. 17, 2009 MHI Machine Tool En 'nier’nu Co. Ltd.; Feb '25' 2005
I I 1 by . . s
§ MHI Food & Packaging Machinery Co., Ltd. Mar. 17, 2005 Fyoin Co. L Kymg Bram: s 200
Kusakabe Co., Ltd. Mar. 24, 2005 —— - —
Tamachi Bldg, Co., Ltd Mar, 25. 2005 MHI Aero Engine Service Co., Ltd. Apr. 11, 2005 :NGPSW
— — MHI Logitec C Limited Apr. 11,2005 :NGPSW
Higashi Chugoku Ryoju Estate Co., Ltd. Mar. 29, 2005 WHI D?S;:CSe::;ag{) ‘E‘de MZ; 12,2005 . KSMW
Hiroshima Ryoju Estate Co., Ltd. Apr. 9, 2005 et -
Mitsubishi _y d — Co. L0, Head Office Agr 9. 2005 Nuclear Plant Service Engineering Co., Ltd.: May 12, 2005 : KSMW
- - — — Sinryo Thermal Power Plant Senvice Engineering Co, Ltd. : May 12, 2005 : KSMW
Ryojyu Coldchain Co., Ltd. Apr. 22, 2005 Sanshin-Teo. Lid May 12,2005 KSNW
Dia Precision Casting Co., Ltd. May 11, 2005 T :
MHI Tunneling & Foundation Machinery E Co, ltd. : May 12, 2005 : KSMW
Tokiwa Machinery Works Ltd. May 18, 2005 MHIUHI:::i'nOUHCZWL:(: el Egneeing -0 M:y 12,2005 YDMW
VHI-Haier (Qingdao) Air-Conditioners Co., Ltd. | Dec. 14, 1998 For G ' ftd Ty Y +- 2005 YoM
- yoin Co., Ltd., Yokohama Brancl ay 14,
MHI Equipment Europe B.V. Nov. 9, 2001
Kantou Ryoju Estate Co., Ltd., Yokohama Branch: May 14, 2005 : YDMW
Mitsubishi Caterpillar Forkift Europe B.V. July 25, 2002 Ma:‘r:( im: Saep" . ’ T_;ma fane May 00 YO
Mitsubishi Heavy Industries Climate Control Inc. : June 12, 2003 Kor oolnz :g:;n :\Wse;rvi: Co. o M:y 14' 2005 L TMW
5’_: i Power Systems, Inc., Orlando Service Center i Feb. 8, 2004 MHIyG $ ino Service © Ltd . m y 14’ 2005 VW
:;—:f MHI Automotive Climate Control (Shanghai) Co.,Ltd. | July. 11, 2005 oo :g;e;r;g Z;" Ed"" ' Mz P
© : CBC Industrias Pesadas S.A. Dec. 1, 2005 - -
@ - — - Ryoin Co., Ltd., Takasago Branch May 14, 2005 : TMW
& Mitsubishi Heavy Indusiries Korea Lid. Dec. 17, 2005 Nuclear Plant Senvice Engineering Co, Lid, Takasago Divsion | May 14, 2005 i TMW
% Mitsubishi Heavy Industries Mahajak Air Conditioners Co.,Ltd. : Dec. 21, 2005 p'fa VEG En ineeri: Se?rw.ce bu Lgtd June 23' 2005 HMW
& Mitsubishi Heauy Industies-Jining Ai-Condioners co., Lid.. Jan. 24, 2006 e 9 o gE TR Bt S
N = iroshima Ryoju engineering Go., N une 23,
MHI Machine Tool (Hong Kong) Ltd. Mar. 30, 2006 ©
Mitsubishi Heav Ir(1dustgries (Sln Kong), Ltd. © Apr. 5, 2006 2 { MHI Plant Construotion Co, Ltd June 28, 2005 ; HMW
WLP Hong Kongy T 9 fong), 216 ng'gs' 2006 g Mitsubishi-Hitachi Metals Machinery, Inc.: June 23, 2005 : HMW
— : Ryoin Co., Ltd., Hiroshima Branch June 23, 2005 : HMW
Mitsubishi Heavy Industries, (Shanghai) co., Ltd. i July 5, 2006 8 yom _0 - 108 |nTa rane une
Sagami Logistics & Service Co., Ltd. : Sept. 13, 2005 : GMSVH
EcoAction 21 accreditation at MHI affiliates Choryo Senpaku Kouji Co., Ltd. Sept. 22, 2005 ; NSMW
Date of issue Ryoin Co., Ltd., Nagasaki Branch Sept. 22, 2005 : NSMW
© JilEs
o.mpany. n.ame . or Choryo Inspection Co., Ltd. Sept. 22, 2005 : NSMW
2 Daiya Building Service Co., Ltd. Apr. 21, 2005 MHI Oceanics Co., Ltd. Sept. 22, 2005 : NSMW
% Nuclear Development Corporation May 30, 2005 Kowa Industry Co., Ltd. Sept. 22, 2005 : NSMW
= Ryonichi Engineering Co., Ltd. Oct. 31, 2005 Choryo Control Systems Co., Ltd. Sept. 22, 2005 : NSMW
K-EMS* accreditation at MHI affiliates Choryo Designing Co., Lid. Sept. 22, 2005 ; NSMW
Date offesus MHI Maritech, Ltd. Sept. 22, 2005 : NSMW
Company name (or registrati Choryo Software Co., Ltd. Sept. 22, 2005 : NSMW
Seiryo Engineering Co., Ltd. Dec. 24, 2004 Chiyoda Lease Co., Ltd. Sept. 22, 2005 : NSMW
v Kinki Ryoju Estate Co., Ltd. Feb. 23, 2005 Ryosan Co., Ltd. Sept. 22, 2005 | NSMW
g Shinryo Hi Technologies, Ltd. Feb. 23, 2005 Choryo Enjineering Co.,Ltd. Aug. 21, 2006 i NSMW
= MHI Environment Engineering Co., Ltd., Kobe Branch Mar. 24, 2005 Nagasaki Research & Development Center : Aug. 21, 2006 : NSMW
© | Engineering Development Co., Ltd. Mar. 24, 2005 MHI Machine Tool Sales Co., Ltd. Jan. 13,2006 ;. MTD
"é Nuclear Power Training Center, Ltd. Mar. 24, 2005 Kantou Ryoj EsteCo, L, Depatmetof i Sice : Apr.6,2006 : HO
E Kobe Ryohkoh Service Co., Ltd. Mar. 24, 2005 Tamachi Bldg Co, L1, Shinagava Bulding Menagement Center : ~ Apr. 6, 2006 :  HO
Q :Ryoin Co., Ltd., Kobe Branch Mar. 24, 2005 MHI Personnel Staff, Ltd. Apr. 6, 2006 HO
Techno Data Engineering Co., Ltd. Feb. 27, 2006 MHI Tourist, Ltd. Apr. 6, 2006 HO
Energis Ltd. Mar. 23, 2006 MHI Accounting Service, Ltd. Apr.6,2006 i HO
™" . MHI Finance Co., Ltd. Apr. 6, 2006 HO
MHI affili ing M-EM n 1ISO14001 - -
afiliates adopting § {based 0 DStO ‘_00 ) Dia Food Service Co., Ltd. Apr. 6, 2006 HO
Company name G Dalya PR Co,, Lid. Apr.6,2006 | HO
@ Kensa Kenkyusho Inspection Co., Ltd. Apr. 25, 2005 Computer Software Development Co., Ltd.:  Apr. 6, 2006 HO
® i Ryoin Co,, Ltd., Tokyo Solution Center Apr. 26, 2005 Advanced Reactor Technology Co., Ltd.: Apr. 6, 2006 HO
% MHI Printing & Paper Converting Machinery Sales Co., Ltd. : May 12, 2005 Diamond Air Service Inc. Apr. 6, 2006 HO
L MHI Air-Conditioning & Refrigeration Systems Corp: May 13, 2005 MHI Engine Systems Co., Ltd., Shi Office : ~ Apr. 6, 2006 HO
@ MHI Erecton Co., L. row M Bridge & SteelStuctures Engineering Co, Lid) © May 16, 2005 E-Techno, Ltd. May 13, 2006 : KSMW
§ MHI Forklift Sales Co., Ltd. July 12, 2005
MHI Engines Systems Co., Ltd. July 12, 2005 * K-EMS An environmental management

system promoted by Kobe City, Japan.

Environmental Management System
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Environmental Risk
Management

Stance on Environmental
Risk Management

To protect the global environment,
MHI recognizes that besides observing
laws and regulations pertaining to the
environment it is vital for the company to
accurately identify potential risk inherent
in its business activities — for example,
accidents that would result in environ-
mental contamination — and establish
procedures to prevent such occurrences.
In addition, it is crucial that the company
be ready to respond swiftly and properly
to any emergency situation that might
arise.

Toward those multiple ends, each of
MHI’s works has its own crisis manage-
ment system to identify latent risks. Man-
agement is carried out in line with indi-
vidually prepared manuals covering
matters that include risk identification
methods, everyday management proce-
dures and contingency plans. Further-
more, each works regularly carries out
emergency response drills for various
hypothetical emergencies: for example,
oil spills. A system is also in place
whereby in the event of any emergency
situation, the company’s in-house crisis
management information system is utiliz-
ed to convey information swiftly through
the hierarchy, all the way to the Presi-
dent.

Recent Environmental Accidents
and Violations

In October 2005, an accident occurred
at the Biwajima Plant of the Air-Condi-
tioning & Refrigeration Systems Head-
quarters in which, during per-formance
measurement in conjunction with com-
pressor development, secondary refrig-
erant (HCFC) was released into the at-
mosphere. In December 2005, in a
mishap at the General Machinery & Spe-
cial Vehicle Headquarters, cooling water
containing oily water from the cooling
tower flowed into the rainwater system; a
voluntary inspection of rainwater drain-
age detected normal-hexane extract
substances exceeding the permissible
limit. In February 2006, an accident took
place at the Honmoku Plant of the Yoko-

hama Dockyard & Machinery Works dur-
ing ventilator replacement work on a
docked ship under repair; when the pip-
ing was removed, residual oil inside spil-
led into the surrounding seawater.

MHI reported each of these accidents
to the local government authorities, and
initiatives were taken in-house to prevent
any reoccurrence by instructing all works
having similar facilities or performing
similar tasks to conduct urgent emergen-
cy inspections and rectify any areas that
need improvement. In these ways, vigo-
rous efforts are being made company-
wide to prevent any potential accident
that would pollute the environment.

Countermeasures Against Soil
and Groundwater Contamination

MHI is also taking important steps to
detect and eliminate any contamination
present in the soil or groundwater at the
company’s works. Furthermore, the com-
pany is working to terminate use of all
volatile organic compounds (VOC) that
could potentially pollute the environment.

Following contamination by a VOC of
soil and groundwater at the Biwajima
Plant of the Air-Conditioning & Refrigera-
tion Systems Headquarters in March
2004, the company undertook soil test-
ing at all works to check for VOCs. The
testing revealed soil and groundwater
contamination by VOC at seven sites.
Remediation measures are being imple-
mented under the guidance of local gov-
ernment authorities, and monitoring is
under way on a regular basis.

Soil testing is also being carried out

regularly at former factory sites that are
no longer used for business purposes
and on company properties allocated for
use by the local community. In April
2006, such testing revealed soil contami-
nation from heavy metals (lead, arsenic,
mercury and selenium) at the former site
of the Taiko Plant (Higashi-ku, Nagoya),
and in May 2006 contamination from ar-
senic came to light at the former location
of the Moriyama Tennis Courts (Moriya-
ma-ku, Nagoya). The test results were
reported to the local government authori-
ties, the news was made public, and
meetings were conducted to explain the
situation to the surrounding communi-
ties. In both cases, although no ground-
water contamination was found and
there was no adverse impact on the am-
bient environment, the company has de-
termined to excavate and remove the
contaminated soil.

Going forward, MHI will continue to
strive to prevent soil and groundwater
contamination as an integral aspect of its
corporate social responsibilities. And in
the event that any contamination is de-
tected, information will be reported to the
local authorities and remediation meas-
ures will be devised and implemented.

Sites with VOCs'! exceeding legal limits, and remediation progress

- Locat grgl?ril davcgjter Soil - Remediation ' Remediation
ite ocation contamination contamination:  progress method

Air-Conditioning & Refrigeration Nishi-Biwajima-cho,
Systems Headquarters, Biwajima Plant ;| Kiyosu-city, Aichi o Under way AB
Former Industrial Machinery Division : Nagoya, Aichi O Under way AC
Nagoya Aerospace .
Systems Works, Oye Plant Nagoya, Aichi o Under way B
Nagoya Guidance & oA
Propulsion Systems Works Komaki, Aichi O Under way AC
Kobe Shipyard & Machinery Works, Main Plant | Kobe, Hyogo O
Hiroshima Machinery Works, Kannon Plant : Hiroshima O Monitoring
Takasago Machinery Works i Takasago, Hyogo O

*1 Volatile organic compounds: tetrachloroethylene, trichloroethylene, 1,1,1-trichloroethylene, cis-
1,2-dichloroethylene, 1,1-dichloroethylene, dichloromethane, benzene
*2 Major remediation methods include: (A) groundwater pumping, (B) soil gas absorption

and (C) iron powder mixing.
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Environmental Accounting

MHI undertakes quantitative measurements of its investment outlays and costs incurred to
protect the environment within the performance of the company’s business activities, and al-
so measures the merits of its efforts toward that end. In doing so, the company makes refer-
ence to the "Environmental Accounting Guidelines” published by the Ministry of the Environ-
ment. In addition, since fiscal 2003 MHI has made estimates of the economic benefits (from
reductions in CO2 emissions) reaped when customers use the company’s products.

Cost of Environmental
Protection

Overall, environmentally oriented in-
vestments and costs decreased in fiscal

2005 from the year-earlier level, owing to
reduced R&D outlays. Economic merits
worth a total of 2.8 billion yen were
reaped during the year, largely from in-
come acquired through recycling and
cost reductions achieved through energy

Environment .

conservation.

Estimated Reduction in CO2
Emissions from Product Usage

MHI undertook an estimate of the
amount of economic benefit accrued by
users of its products measured in terms
of reduced CO: emissions enabled by
those products’ usage. The most out-
standing contribution was made by nu-
clear power plants, which emit no CO:
whatsoever. Notably, in fiscal 2005 emis-
sion reductions increased significantly
through the adoption of wind turbines
and solar cells. Collectively they contrib-
uted to a total emissions cutback by
234,000 tons.

Environmental Protection Costs and their Economic Benefit

(Unit: million yen)

Environmental Management System / Environmental Accounting

Investments Costs Economic Benefit i i
Cost Category Activities in FY 2005 S EnwronmentaI_Protectlon
2004 : 2005 : 2004 : 2005: 2004 : 2005 Description Benefits
1.Production activities 1,996 | 2,805 4,121 4,453 | 2,624 2,828
. Maintenance and operation of waste- Reduction in waste- | Reduction in emissions
@Pollution control water and flue-gas treatment systems 532 1 1,170 1,565 1,644 432 368 \yater treatment costs | of air/water pollutants
(@Global environmental . Cost reduction from
protection Energy conservation 1,374 1,423 563 590 434 561 energy conservation
Reduction in waste Income derived from recy-: 6,450-ton reduction in
(®Recycling ) ) 920 212 1,9931 2,219 | 1,758 | 1,899 :cling, cost reduction from: waste taken to landfill
generation, recycling reduced waste generation : sites
2. Upstream/downstream Recycling of household electrical 2 2 69 71
costs appliances and container packaging B B
Development of environmental manage-
3.Management activities : ment systems, ISO Office, publication of 3 15 901 840 — _
MHI Social and Environmental Report
Development of environment- Development of diverse envi-
4.R&D friendly products 3,569 | 1,229 11,572 6,413 - - ronment-friendly products
I - e - SUpport of environmental protection
5.Public & social activities iniiatives, greening actvities 12 9 442 460 - -
6.Environmental remediation : Soil remediation measures 251 105 813 517 - - Prevention of oil and chemical spills
Total 5,833 | 4,165 :17,918:12,754 | 2,624 . 2,828

Total capital investments in FY 2005: 98.0 billion yen
Total R&D outlays in FY 2005: 97.1 billion yen

Portion related to the environment: 4.1 billion yen (4%)
Portion related to the environment: 7.6 billion yen (7.8%)

Economic benefit for customers (COz2 reduction from MHI product usage in FY 2005)

Product CO2 Reduction (1000't) : Amount (million yen) Basis of Calculation

Nuclear power plants 52,410.00 495,275 | Estimates based on actual output generated in FY 2005 by nuclear power plants built by MHI'? *2

Conventional thermal 11.90 112 Estimates based on MHI's actual delivery record in 20051 "2 (compared to earlier MHI plants)
Thermal plants : Generation efficiency up 1.33% over 1990 level
power Gas turbine combined- 152.70 1 443 Estimates based on MHI's actual delivery record in 20051 "2 (compared to earlier MHI plants)
genera- Cycle plants ) ’ Generation efficiency up 4.17% over 1990 level
tion Industrial power plants ) , ) ) oy

(biomass power generation) 440.00 4,158 i Estimates based on MHI’s actual delivery record in 2005
Geothermal power plants 112.00 1,058 : Estimates based on MHI’s actual delivery record in 20051 "2
Renewable energy power generation ) , ’ . o
(wind/photovoltaic power generation) 234.45 2,216 @ Estimates based on MHI’s actual delivery record in FY 20051 2

. . Estimates based on MHI’s delivery record in FY 2005 of MACH-30G gas
Gas engine cogeneration systems 37724 3:565  ongines and GSR series Miller cycle gas engines'! 2" '8
Centrifugal liquid chillers 74.27 702 | Estimates based on MHI’s aggregated delivery record up to FY 2005 (compared to earlier models) "2
Forklift trucks 37.07 305  Estimates based on sales record of "GRENDIA" in FY 2005 (compared to earlier models)"!

*1 In calculating monetary amounts, the Ministry of the Environment’s pro forma value of 9,450 yen/t-CO2 was used. *2 Comparisons were made against the volume of CO2
emissions per kWh of electricity used in Japan (=0.379 kg-COz2: the actual result reported for FY 2001 by the Federation of Electric Power Companies of Japan). *3 In addition to*2,
comparisons concerning calorific amounts were made against heavy fuel oil A-burning boilers with an efficiency rating of 90%, assuming total utilization as steam and hot water.
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Countermeasures against
Global Warming

MHI is taking dynamic steps to cut CO2 emissions at its production facilities
by integrating Japan’s CO2 emissions reduction target of 6%, under the
Kyoto Protocol, into the company’s targets for the medium and long term.
Significant measures in this direction have already been implemented at
numerous production facilities, including the adoption of cogeneration sys-
tems and equipment enabling outstanding energy savings and superlative
operating efficiency. Going forward, MHI will continue to vigorously promote
activities company-wide to ensure the achievement of a 6% reduction in
CO:z emissions, as its way of fulfilling its corporate responsibility to society.

Energy Conservation,
Reduction in CO2 emissions

For years MHI has undertaken a coordi-
nated initiative targeted at reducing the
company’s COz emissions. To save ener-
gy, for example, the company has taken
measures to prevent air leaks, improve the
operating efficiency of its compressors,
and achieve more efficient operation of
air-conditioning equipment. It has also
modified its choice of fuels, adopted more
efficient lighting and other fixtures, and in-
troduced solar power generation equip-
ment manufactured in-house. Together
these efforts have enabled reductions in
CO: emissions of some 2,000 tons per
year. Unfortunately, as the company’s pro-
duction volumes have increased, in recent
years the total output of CO= emissions
has actually been in an increasing trend.

In a quest to trim company-wide CO:
emissions more effectively, in fiscal 2005
MHI augmented its earlier initiatives with a
program targeted at seven of its domestic
works. Studies were perfor-med to identify
the works’ current energy management
practices, how much energy they use for
each specific purpose, and ways in which
they might further save energy and reduce
their CO2 emissions. Additionally, in order
to investigate, coordinate and implement
such measures infallibly, the company’s 12
domestic works were categorized accord-
ing to type of energy usage and divided in-
to three groups. Each group was then
made responsible for developing plans de-
lineating how they might save energy and
cut their CO2 emissions. In this way, the

* Green Power Certification System “Green power’ refers to electric power that is generated
without emitting large amounts of CO2 and without harming the surrounding environment: for example, power generated
using renewable energies such as wind, water and biomass. It is traded at a price that factors in added value attributable

new initiative has been carried out compa-
ny-wide.

In fiscal 2006 the newly developed
plans will be reviewed in detail and sched-
ules will be drawn up for their implementa-
tion. This will bring increased speed to
MHI’s efforts to achieve its environmental
targets for the medium and long term.

CO:2 Emissions in Fiscal 2005

The company’s vigorous activities to
save energy and cut CO2 emissions not-
withstanding, in fiscal 2005 MHI’s output
of CO2 was 14.4% above the level of
1990, the baseline year. The increase is
largely attributable to increased fuel usage
for sea trials in tandem with expanded
ship constructions and increased energy
usage in conjunction with constructions of
new factories.

CO2 Emissions Volume

(million t)
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Photovoltaic Power Systems

MHI began installing amorphous solar
cell modules, developed in-house, in fis-
cal 2002. By the end of 2005, installa-
tions of this kind together offered a total
generation capacity of 480 kW. In fiscal
2005, the company’s photovoltaic facili-
ties generated 392 MWh of power, corre-
sponding to an annual reduction in CO:
emissions by 149 tons.

10 kW solar system installed at the Yokohama
R&D Center

Green Power

MHI is an active participant in the
“Green Power Certification System”
promoted by Japan Natural Energy Co.,
Ltd. (JNE). Under this scheme, since
April 2002 MHI has contracted to pur-
chase 1TMWh of wind-generated power
from JNE annually for a period of 15
years. MHI uses this ecologically friendly
“green power” at its Head Office Building
and at the Mitsubishi Minatomirai Indus-
trial Museum.

The Certificate of Green Power

Green power certificate

to alleviation of environmental burdens through reduced use of fossil fuels, reduced emissions of COz, etc. JNE issues
certificates to green power purchasers, showing the amount of green power used in their operations, as a way of
encouraging enterprises and local governments to take further voluntary measures for environmental preservation.
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Measures to Reduce
Greenhouse Gases

Measures to Curb Energy
Use in Distribution

Measures for Improving
Office Environments

Besides seeking to reduce CO2 emissions
owing to energy usage, MHI is also implement-
ing measures to cut emissions of other green-
house gases: methane, nitrous oxide (N=0), flu-
orocarbons and sulfur hexafluoride. Methane
and N20 are emitted in tandem with fuel com-
bustion, while fluorocarbons are produced, for
example, during the manufacture of products
that use fluorocarbons as their refrigerant. Until
now MHI has taken steps to curb such emis-
sions at each site and in individual areas of its
activities, but now the company is launching
even more vigorous initiatives based on revi-
sions to legislation enacted to promote meas-
ures to counter global warming.

Commencing in April 2006, MHI has
strengthened its system for managing
energy usage during the transportation
of its products, etc. A new position has
been created specifically to take charge
of energy management. Duties include
calculating energy usage based on
transport distance and load weight in or-
der to identify total energy usage compa-
ny-wide, and formulation of proposals for
achieving greater rationalization in ener-
gy utilization.

(AR Stop Global Warming!

&

Team Minus 6%

In June 2005 MHI joined the national “Team
Minus 6% campaign, which targets reducing
greenhouse gas emissions by 6%, compared to
1990 levels, by 2012. Under the campaign, which
is promoted through posters strategically placed
in reception areas, entrance vestibules, etc., office
air-conditioning systems were set to 28-C in sum-
mer and employees were encouraged to dress in-
formally, in tandem with the “Coolbiz” movement.
In winter, temperatures were set to 20-C and em-
ployees were urged to dress more warmly than
before, all as part of MHI's company-wide effort to
contribute to the prevention of global warming.

As an adjunct to this initiative, the company
also called on employees to conserve water,
turn off unnecessary lighting, etc. It also encour-
aged employees to implement energy-saving
measures at home: for example, by monitoring
their energy savings, purchasing environmental-
ly friendly products, and shutting off car engines
when stopped in traffic, etc.

Examples of Energy Conservation Activities at MHI Works

In fiscal 2004, the Takasago Machinery
Works was the target of a general inspection,
the results of which were made known that No-
vember. The judgment rendered was that the
materials submitted by the Takasago works for
inspection purposes were themselves in need
of improvement, including the need to indicate
items requiring rectification and to set an order
of priority for the works’ various undertakings.
In response, it was decided to concentrate on
analyzing the materials and simplifying mainte-
nance and inspection tasks as stipulated in
management guidelines, and to make relevant
proposals and institute improvements. Intro-
duced below are some of the activities to save
energy carried out in fiscal 2005.

(DMeasures against Factory Air Drainage

Because compressed air is warmer than the
atmosphere, it is cooled when piped; the re-
sulting condensation builds up in the piping,
causing it to corrode. In addition, compressed
air also contains remnants of the lubricating oil
used in the compressor, and conventionally air
was piped together with this oily content and
rust. At the factory exit, six major locations
where large volumes are consumed, and sup-
ply points, temperature and pressure measure-
ments were taken of the drainage in the piping
and at the supply and end points, and esti-
mates were made of pressure loss. The results
revealed (D production of drainage below 36-
C, @ an average pressure loss of 0.054 MPa,

and 3 a pressure loss attributable to drainage
in the piping of 0.0254 MPa.

As a countermeasure, equipment for remov-
ing moisture and oil, incorporating compressed
air heaters, was installed at the supply points.
Subsequent measurements taken at the same
points as earlier () confirmed that the air was
now free of drainage, and 2) showed that the
average pressure loss had decreased by 0.03
MPa, to 0.024 MPa, thereby enabling a reduc-
tion in power requirements by some 130 MWh
per year.

Equipment for removing moisture and oil, with compressed air heater

(2Measures against Factory Air Leaks
As a countermeasure against air leakage —
an aspect that was earlier neglected because
it causes no physical harm to humans and pip-
ing installations are located at considerable
heights — a diagnostic check was carried out
using special equipment that detects the su-
personic waves generated at times of leakage.
At the same time, employees were assigned to
accompany the monitoring staff at the check-

ing sites to repair any leakage points whenev-
er possible. This initiative enabled a reduction
in compressor operating time, and air leaks
were rectified that would otherwise have cost
the company the equivalent of roughly ¥8 mil-
lion per year. In addition, a check for oxygen,
argon and other gases led to the discovery of
leaks costing the equivalent of approximately
¥150 million per year. Going forward, plans
call for repairs and leak monitoring to be car-
ried out on a regular, scheduled basis.

(3)Conversion of Forging Furnace Fuel and
Retrofitting of Waste Heat Recovery Burner

Conventionally LPG had been used as the
fuel, but superannuation of the carburetors,
etc. made it necessary to take remedial steps.
These included the adoption of a waste heat
recovery burner and a fuel switch to city gas.
Together these measures reduced energy us-
age by some 60% per output volume, in pa-
rameters of thermal volume.

Waste heat recovery burner

Countermeasures against Global Warming
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Management of Chemical
Substances

MHI takes every step possible to manage the chemical substances required for its pro-
duction processes in ways that will enable their safe usage and storage. All works make
effective use of “Material Safety Data Sheets” (MSDS™') to ensure full safety for both the
customer and company employees. Efforts are also being taken to curb the use and emis-
sion of organic chlorines and other precarious chemical substances through the develop-
ment of alternative manufacturing processes and changeovers to alternative substances.

Reduced Reliance on
Organic Chlorines

Earlier, MHI set targets aiming for a
combined 95% reduction in emissions of
tetrachloroethylene, trichloroethylene
and dichloromethane by 2005, com-
pared to the 1996 level, and zero emis-
sions by 2010. Although steady progress
has been achieved by modifying manu-
facturing methods, switching to water-
based cleansers, etc., as of the end of
fiscal 2005 the company failed to reach

its initial target, having reduced emis-
sions by only 93.1%. The failure owed to
increased usage of dichloromethane, a
removal agent, in tandem with expanded
production volumes.

Evaluation testing and other initiatives
are currently under way toward settling
on alternative agents to replace dichloro-
methane. Going forward, the company
will continue verifying other agents’ ef-
fectiveness and also probe new methods
for accomplishing the tasks required.

Organic Chlorine Emissions ‘
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Ozone-depleting
Substances

MHI uses a number of hydrochlorofluoro-
carbons (HCFC), for purposes such as equip-
ment cleaning, that are known to deplete the
ozone layer: namely, chlorodifluoromethane
(HCFC-22), dichloropentafluoropropane
(HCFC-225) and 1,1-dichloro-1-fluoroethane

(HCFC-141b). In fiscal 2005, total emissions
of these substances increased as a result of
expanded production in aerospace opera-
tions.

In the coming years, the company will
take increasingly rigorous steps to reduce
use of these substances, through adoption of
substitute agents, in its quest to achieve its
goal of eliminating their usage entirely by
2010.

| HCFC Emissions

)
20 — 0.9

0 33
w23 wme 29—
10 - 12407 57 )) %
0
01 02 08 04 ‘05 ' 10 (year)

*1 MSDS  Material safety data sheets are used to provide information relating to chemical substances
when such substances or related products are shipped to other business operators. The sheets describe
ingredients, properties, handling methods, etc., in order to ensure proper management of chemical substances.

Dichloropentafluoropropane
(HCFC-225)

1.1 dichloro-1-fluoroethane
(HCFC-141b)

— Chlorodifluoromethane
(HCFC-22)

Emissions of Substances
Subject to PRTR

In fiscal 2005, MHI emitted a total of
2,237 tons of substances subject to
PRTR" compliance (dioxins excluded).
Roughly 96% consisted of emissions of
xylene, toluene and ethylbenzene,
substances primarily used in painting
and cleaning applications. Although the
company is working to reduce these
emissions through measures such as
switching to water-based paints, the task
is proving a challenge. Particularly with
respect to xylene, which is used for
painting ships, shipowners habitually
specify that xylene should be used; that
preference, together with an increasing
volume of shipbuilding, is making use of
alternative agents difficult.

Release and transfer data for all substances subject to
PRTR compliance can be viewed at the following URL:
http://www.mhi.co.jp/env/report/chemist_e.html

Disposal of Equipment
Using PCBs

Previously, MHI hoisted a target aimed at
terminating the use of all equipment
(transformers, condensers, etc.) using
polychlorinated biphenyls, i.e. PCBs, by 2010
(see page 46). In line with that target,
initiatives have been taken at all company
works to create storage areas for such
equipment and to carry out proper storage.
However, in order to reduce risk of
environmental contamination along with
equipment deterioration, etc., now the
company has decided to undertake harm-free
disposal of equipment, either currently in
usage or storage at the domestic works, that
use PCBs in heavy concentrations ahead of
the legally imposed deadline. Already, in
March 2006 MHI registered its disposal of
equipment using PCBs (transformers and
condensers) with the Japan Environmental
Safety Corporation (JESCO), a special entity
wholly funded by the Japanese government.
Today the company is targeting to complete
all related disposals by 2010.

*2 PRTR(Pollutant Release and Transfer Register) The PRTR system, instiuted in 1999, requires
manufacturers and users of toxic chemical substances to identiy, tabulate and make public data concerning the sources and
volumes of emissions of such substances, the amounts of such substances removed from manufacturing plants (including as

waste), etc. Reports must be submitied to the administrative authority once each year.
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Resources Conservation
and Waste Management

MHI is taking proactive measures to conserve resources of all kinds and man-
age wastes produced at company facilities. To achieve optimal recycling, the
company undertakes vigorous sorting of all recyclables, works to secure sta-
ble recycling contractors, and pursues sharing of information on recycling op-
erators. The company also holds company-wide meetings on how to achieve
zero emissions in line with its aim to achieve that target by 2010.

Curbing Waste Generation,
Release and Disposal

Earlier, MHI hoisted a target aiming to
reduce the volume of the company’s
waste to under 170,000 tons by 2010,
and toward that goal vigorous initiatives
were taken to reduce waste output and
promote recycling within the various
works. As a result, the target was
achieved back in fiscal 2003. As of fiscal
2005, waste output has been further
reduced to 147,000 tons.

In conjunction with its target to
achieve zero waste emissions at all MHI
works by 2010, the company is striving
to curb the volume of landfill necessary
to cope with its generated wastes. Four
works have now succeeded in achieving
the zero emissions goal: the Yokoyama
Dockyard & Machinery Works, Takasago
Machinery Works, General Machinery &
Special Vehicle Headquarters, and, in
fiscal 2005, the Nagoya Guidance &
Propulsion Systems Works.

Nagoya Guidance & Propulsion Systems

Waste generation and disposal volumes ‘
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Recycling at Nagoya Guidance &Propulsion Systems Works

Works Achieves Zero Waste Emissions

Traditionally the Nagoya Guidance & Pro-
pulsion Systems Works dealt with wastes by
undertaking thorough sorting, recycling waste
oils (through separation of oil and water con-
tent), and transferring shredded documents
and the like to recycling operators. However,
because the works generates wastes of many
different varieties in small amounts, most
waste was decontaminated and then sent to
landfill sites.

To rectify that situation, starting in 2004 the
works aggressively expanded its network of re-
cycling operators and promoted recycling using
the methods described in the chart at right.
Thanks to these efforts, in February 2006 the

Intermediate

Category FSaTAGH Recycling format
X X Used paper
Nagoya Guidance & Propulsion Systems Newspapers ! Raw materials for
. 9 Magazines Collection papermaking
Works successfully achieved the company’s  paper ‘Cardboard
zero emissions standard. Going forward, further o Shredding, Shredding, solidiication
i ’ _ ocuments solidification Raw. mater]als for paper-
efforts will be made at material recycling: for making (toilet paper)
. . Flammable : Dust, cigarette : N Heat recovery (use in
example, through conversion to raw materials. wastes :butts, . Incineration heated swimming pool)
Soluble oils in Conversion to Agricultural compost or
Slud tapwater compost soil enhancerToxic sludge
9e D taminati
Toxic sludge econtamination - g5 4hed material
followed by melting
Oil rags Incineration Roadbed material
Waste Vﬁte(-s«i\ublewamecumng al : Oil/water separation : Recycling
oils aints .
Toxic waste oils_: Incineration Raw mtaterlal for
Acid and alkali wastes (including toxic): cemen

Grindstones

Recycled polishing materials,

Crushing abrasives, roadbed material

Used fluorescent tubes

Recovery of glass,

metals, mercury Raw materials

Drycell batteries

Recovery of lead, iron, efc.: Raw materials

Glass, ceramics
Slag

Steel products,

Melting roadbed material

Recycling team

Plastic waste

Crushing Power plant fuel

Management of Chemical Substances / Resources Conservation and Waste Management
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Environmental Contributions
through Products

In order to contribute to social progress through its business activities, MHI
develops and provides a broad array of products to protect the environ-
ment, including equipment to prevent environmental pollution of all kinds. In
addition, in other product areas also, the company always creates products
fabricated to be environmentally friendly throughout their entire lifecycle:
from initial design and manufacture through usage and disposal.

Basic Guideline on Production of
Environmentally Friendly Products

Initiatives in Green Procurement*

In September 2005 MHI formulated a
“Basic Guideline on Production of Envi-
ronmentally Friendly Products” to serve
as a basic rulebook for producing envi-
ronmentally sound products on a con-
tinuing basis. The guideline applies to all
company products and outlines how MHI
should proceed in making products that
will lighten the environmental burden.
Besides calling for observance of all rel-
evant laws and ordinances, the guideline
also describes how the company should
take swift action to adopt regulatory
trends, and how it should assess envi-
ronmental impact throughout each prod-
uct’s lifecycle — from procurement of ma-
terials and parts to actual manufacture,
usage and final disposal.

The guideline is based on ISO/TR14062,
the International Organization for Stand-
ardization’s framework created in 2002
on “Environmental management — Inte-
grating environmental aspects into prod-
uct design and development.” However,
it also responds to the demands gener-
ated by made-to-order products, which
form the core of MHI’s product configura-
tion. To illustrate, MHI’s guideline also in-
cludes environmental assessment items
that are unique to the company’s prod-
ucts. In addition, to lend support to the
actual production of environmentally
friendly products, research is under way
at the R&D centers into support tools
(systems) for creating environmentally
compatible product design.

As an outgrowth of environmental laws
and regulations enacted in Europe — includ-
ing directives pertaining to hazardous sub-
stances (RoHS), end-of-life vehicle (ELV)
recycling, and registration, evaluation and
authorization of chemicals (REACH) — to-
day there is a growing call globally for the
corporate sector to properly manage chem-
ical substances contained in its products as
part of its social responsibilities.

In July 2006, a directive calling for
“Restriction of Hazardous Substances”
(RoHS) went into effect which prohibits the
import into Europe of any electrical and
electronic products containing six specified
hazardous substances (lead, mercury, cad-
mium, etc.). In order to comply with this
directive, manufacturers are required to
engage in “green procurement,” i.e. pro-
curement of materials and parts from sup-
pliers who are able to attest to the fact that
they do not contain the specified chemical
substances. At MHI, the first products sub-
ject to RoHS scrutiny are its air-condition-
ers. Today the company is moving forward
toward RoHS compliance with the creation
of a management system for chemical sub-
stances contained in these products within
the Air-Conditioning & Refrigeration Sys-
tems Headquarters, where they are made.
In addition, a guideline for managing
chemical substances contained in such
products is being drawn up, to be used in
collaboration with MHI suppliers.

Domestic restrictions affecting the man-
agement of chemical substances, including
new laws and regulations, are scheduled to
be strengthened ahead. MHI aims to pursue

* Green Procurement In addition to selective purchasing of products that
are friendly to the environment, green procurement makes the environmental
friendliness of the supplier itself a criterion for selection as a procurement partner.

green procurement ever more vigorously by
expanding the initiatives already under way
at the Air-Conditioning & Refrigeration Sys-
tems Headquarters, strengthening the com-
pany’s management of chemical substan-
ces contained in its products, and working
ever more closely with its suppliers.

Measures against Asbestos

An investigation into asbestos use in MHI
products revealed that the company has
been using asbestos in applications such as
steampipe gaskets and pressure-resistant
parts sealing; these usages are permitted
under law because of the difficulty in secur-
ing viable substitutes. However, based on a
commitment to cause no harm attributable
to asbestos relating to its business activi-
ties, MHI is now working assiduously to
switch to asbestos-free products in order to
fulfill its corporate social responsibility.

Specifically, with regard to products that
have already been delivered, the company
is conveying information on the use of as-
bestos in those products to the customer
and proposing replacement with asbestos-
free parts, etc. Concerning products newly
manufactured and ready for delivery, the
affected parts are being replaced prior to
shipment. In cases where no alternative
parts currently exist, a program is under
way to acquire the needed substitutes. An
action plan calling for substitution of 712
items has been drawn up, and investiga-
tions, testing and verification are in prog-
ress toward the achievement of asbestos-
free replacements, with a final target date
of the end of fiscal 2007 (March 2008).

In addition, a liaison conference specifi-
cally for promoting asbestos alternatives has
been established at the Head Office general
manager level to monitor the overall initia-
tive. (During fiscal 2005, meetings were con-
vened in September 2005 and March 2006.)

Going forward, MHI will continue to
strive to create environmentally friendly
products through the development of alter-
natives to asbestos in line with the compa-
ny’s action plan.

% 268 items in fiscal 2005, 440 in fiscal 2006, and 4
in fiscal 2007.



Remediation of
PCB-contaminated Soil

The PCB Issue

Polychlorinated biphenyls — better
known as PCBs — are organic com-
pounds first created in Germany in 1881
and subsequently industrially produced
in the United States. In recognition of
their outstanding properties, especially
insulation and nonflammability, PCBs
were for many years used in a broad
range of applications including trans-
formers, condensers and other electrical
equipment. Then in the 1960s, the toxici-
ty of PCBs became a social issue — in
Japan, particularly as a result of the
“Kanemi oil poisoning incident” of 1968,
when mass poisoning occurred from in-
gesting PCB-contaminated cooking oil —
resulting in a ban on the manufacture or

importation of PCBs in 1974.

Initially, incineration was the only
method authorized for disposing of PCB
wastes in Japan. However, because of
the possibility that such incinerators may,
depending on their operating conditions,
emit dioxins, obtaining the approval of
local residents to erect such facilities
was a challenge. As a consequence,
during the past 30 years or so, PCB
wastes in Japan have gone virtually un-
treated and been kept in storage.
Through 1972, a total of 54,001 tons of
PCBs were used in Japan, some of
which has been lost or gone missing,
causing concern today over PCB con-
tamination of the environment.

Initiatives to Remediate
PCB-contaminated Soil

The potential for soil contamination —
for example, in cases of PCB leakage
from superannuated transformers — is

Environment .

particularly high, and for a long time the
development of a safe and environmen-
tally friendly technology for treating PCB-
contaminated soil was eagerly awaited.
In 2001 MHI successfully completed
such a technology, known as “solvent
extraction.” An integration of MHI’s ex-
pertise in organic solvent gas adsorption
equipment and the technologies of the
U.S. enterprise  TERRA-KLEEN Re-
sponse Group, Inc. (the present Sonic
Environmental Solutions Corp.), solvent
extraction decontaminates soil by safely
extracting PCBs without heating or pres-
surizing. In 2004, the technology won
the Chairman’s Prize for Excellent Envi-
ronmental Systems presented by the Ja-
pan Society of Industrial Machinery Man-
ufacturers.

Today, MHI provides services in reme-
diation of PCB contaminated soil as an
integral element of its business opera-
tions.

Remediation of Dioxin-contaminated Soil in Tokyo

In February 2000 dioxin soil contamina-
tion was discovered in Tokyo’s Ota ward,
resulting in the district being designated as
Japan’s first area subject to legislation de-
lineating special measures to be taken
against dioxins, which are components
contained in PCBs. MHI was contracted to
perform soil remediation using solvent ex-
traction technology, and this project was
successfully completed in March 2006.

In this case, the soil in the designated
area had been contaminated by dioxins
resulting from PCB dumping at the site. As
the source of the contamination was
PCBs, use of MHI’'s solvent extraction
method was feasible. The company’s re-
mediation method was adopted by the To-

= —

Large-scale PCB soil remediation facility in Ota ward, Tokyo

kyo Metropolitan Bureau of the Environ-
ment in 2005. Owing to the enormous
volume of soil requiring decontamination —
1,800 tons — a brand-new facility had to be
created offering 10 times the processing
capacity of the previously existing facility.
The decontamination work was carried out
on property owned by the Tokyo Metropoli-
tan Government within Ota ward.

During the decontamination process,
many visitors came to see the operation
in action, and MHI is both confident and
grateful that this opportunity led to a
broad understanding of the safety and as-
surance of solvent extraction as a method
for decontaminating PCB-defiled soil.

Solvent refining unit

Going forward, MHI will continue to
make a powerful contribution to remedia-
tion of PCB-contaminated soil with opti-
mal safety and assurance, at normal tem-
peratures and pressures, in order to ease
the burden on the global environment
posed by PCBs.

Extraction bin

Environmental Contributions through Products
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Social Performance

. Commitment to Stakeholders

Performance
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MHI believes it plays a vital role in developing a sus-
tainable society, and in order to grow as a company
that makes social contributions, it recognizes the im-
portance of listening to the opinions of specialists at
trust with those communities, the company non-profit and non-governmental organizations across
works in diverse ways to achieve active com- a broad spectrum. Partnerships of these kinds will
munication. continue to be accorded high importance in the future.

» Pages 39, 57-60 P Pages 9-13, 58

Communication with stakeholders of every kind is vital to the promo- MHI has a strong commitment to the myriad
tion of CSR activities. Described in the following pages are MHI’s re- local communities worldwide where it con-
spective commitments to the various groups it recognizes as its stake- ducts its business activities or to which it sup-

holders. plies its products. To fortify its relationships of

MHI believes that “fairness” is the
. . starting point of all company pro- e, ..
In a quest to realize a world in curement activities. The company
which people can live safely, se- carries out its business with suppli- T,

ers worldwide with complete fair-
ness and impartiality.

P Pages 33, 45, 56

curely and comfortably, MHI
proactively engages in dialogue
with its diverse stakeholders
and in a wide array of CSR ac-
tivities.

Commitment to Stakeholders

MITSUBISHI

HEAVY INDUSTRIES, LTD.

MHI aspires to achieve active communication with its
shareholders and investors through various means
including information disclosure. It is also creating
enhanced opportunities for dialogue in a quest to
forge relationships of trust.

mployee s

MHI constantly strives to develop its hu-
man resources from a long-range per-
spective in order to advance each em-
ployee’s capabilities and energize the
company. Measures are also taken to
improve employees’ work conditions and
ensure their human rights and safety.

» Pages 31-33, 51-54 .

MHI contributes to national development
through participation in national projects
and provision of its products. In the per-
formance of its business activities
abroad, the company obeys all local
laws and regulations and complies with
local social norms.

P Pages 21-24, 34

MHI considers its customers to be not
only those who take direct delivery of its
products and services, but also everyone
who benefits from those products and
services. The company will therefore
continue to pursue ever closer communi-
cation with broad-based society.

p Pages 19-24, 49-50
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Commitment to Our Customers

MHI’s underlying stance is that the customer always comes first, and that
the company is obligated to be an innovative partner to society. In keep-
ing with this stance, MHI pursues the creation of products from the cus-
tomer’s perspective. By integrating technologies and continuously en-
hancing the company’s organizational strength, as a united entity MHI
carries out a wealth of activities aimed to boost customer satisfaction

Constant Eye on the
Customer’s Perspective

“We strongly believe that the customer
comes first and that we are obligated to
be an innovative partner to society.” This
is the first commitment enumerated in
MHI’s corporate creed. The company be-
lieves that in order to survive in the 21st
century, it is supremely important for MHI
to cultivate a customer-oriented corpo-
rate culture in which the company con-
tinuously provides products and services
that respond to its customers’ trust.

During its long history stretching back
more than a century, the name
“Mitsubishi” has won the trust of its cus-
tomers through the provision of products
and services recognized for their superi-
or performance, reliability and price-
competitiveness, all made possible by
outstanding technologies. Today, howev-
er, the needs of MHI's customers and
society at large are changing dramatical-
ly, and if the company aims to approach
its corporate task from the customer’s
perspective, it must consistently consid-
er whether its products truly meet their
needs and whether they are worthy of
earning the customer’s recognition of
their high added value.

Above all, it is this commitment to cre-
ate products from the customer’s per-
spective that is vital to ensure MHI’s sur-
vival in these turbulent times. The
company is determined to always keep
in mind that it is by creating products
and building a corporate structure sup-
ported and trusted by the customer and
by society — in other words, by winning
the customer’s satisfaction — that MHI
will enhance its competitive strength.

MHI believes that in addition to devot-
ing its full resources to product develop-

ment, it is through ongoing efforts to
unite its technological and organizational
strengths from the customer’s perspec-
tive and apply those strengths further
that the company’s technological powers
will come to be put to use in an ever
broader range of applications. Every
MHI employee is keenly aware that ev-
ery aspect of the company’s everyday
business is linked to the customer and to
society, and therefore in the performance
of all activities gives highest priority to
making positive contributions both to the
customer and society.

It is in accordance with this way of
thinking that MHI undertakes a host of
activities targeted at customer satisfac-
tion (CS). To realize CS, it is necessary
to mull at length just how the company

can acquire the customer’s satisfaction,
and then to proceed to act quickly upon
that answer as a way of strengthening
the ties and relationship of trust between
MHI and the customer. CS activities are
MHI’s management vision and its busi-
ness strategy, for a business endeavor
that cannot win the customer’s satisfac-
tion is doomed to failure. MHI will thus
continue to manage its operations in the
years ahead with a constant eye on the
customer’s perspective.

CS Activities: Organization
and Undertakings

CS Promotion Office

The CS Promotion Office, working un-
der the Corporate Planning Department
overseen by the Presidential Administra-
tion Office, coordinates CS policies com-
pany-wide, provides support to CS initia-
tives in each division, and conducts
training designed to enhance CS aware-
ness. Under its direction, offices to pro-
mote CS activities have been set up at
the various works and division head-
quarters. Also, efforts are continuously
made to learn the customer’s views
through questionnaires and an open bul-
letin board on the company’s website.

Outstanding Examples of CS Activities Cited at 4th CS Forum

Most Outstand-
ing Award

“CS Activities to ‘Move’ the Customer”: newspaper offset presses (Paper & Printing Machinery Division)

“Structural Reform and CS Activities in the Injection Molding Machine Business: Faster
Response to Customers and the Market, and Product Selection and Concentration”
(Mitsubishi Heavy Industries Plastic Technology Co., Ltd.)

Outstanding
Awards

“Expanded Business in Servicing Boilers: Development from Passive to Proactive
Services” (Nagasaki Shipyard & Machinery Works)

“Development of the New MVR Series of Gantry-type Five-face Large Machining Centers” (Machine Tool Division)

FEmEL2 CSERE

4th CS Forum Award Ceremony

e e EE

Introduction of outstanding examples of CS activities at 4th CS Forum



CS Forum

To enhance customer satisfaction, CS
activities at MHI are undertaken by
teams formed for specific products or
sections within the organization. Once
each year, a company-wide CS Forum is
conducted to introduce outstanding ex-
amples of their achievements. The aim
in holding the forum is to promote shar-
ing of excellent results in CS activities by
all division headquarters and works.

CS Liaison Conference

Every two months, a company-wide
CS Liaison Conference is held at which
the various CS activity offices at the divi-
sion headquarters and works come to-
gether to exchange information about
their CS initiatives. Through these ex-
changes, efforts are made to actively in-
corporate examples of excellent activi-
ties undertaken in other sections of the
company: for instance, developments in
benchmarking, CS action plans, etc.

CS Awareness Education

MHI believes that raising CS aware-
ness among all employees is indispen-
sable in order to firmly set in place a cor-
porate structure oriented to the
customer. Toward that end, a variety of
educational opportunities are provided,
including basic training in CS, manage-
ment quality training and marketing train-
ing.

In-house Reforms Targeting Safety and
Security of Nuclear Power Generation

In response to the accident at the Mi-
hama nuclear power plant in August
2004, in which breakage occurred in the
secondary piping of Unit 3, MHI has
been actively pursuing improvement of
its corporate culture and organizational
approach relating to the safe operation
of nuclear power facilities. Amid those
undertakings, however, in February
2005 an incident took place in which, in
the process of manufacturing the re-
placement piping, improper revisions
were made to the pipe marking. In rec-
ognition of the seriousness of this inci-
dent, MHI is taking the following steps to
fortify its activities targeted at preventing
a recurrence of any incident of that na-
ture.

@ Activities to Prevent a Recurrence

» Through instructions and messages by
the President and other officers as well
as activities in education, training, etc.,
the company is working to ingrain a
commitment to accord highest priority
to and enforce complete compliance
regarding the safety of nuclear power
operations.

By way of forging a base for preventing
the occurrence of any impropriety, the
company is restructuring its quality
management system. Specific initia-
tives include clarification of the chain of
command between instructions given
by top management and directives is-
sued by the various division headquar-
ters and works, and improvement in
administrative processing, including the
framework for on-site management.

Social Performance .

® Promotion Structure and Activities

* Progress in the advancement of specif-
ic activities targeted at securing the
safe operation of nuclear power facili-
ties is monitored by a specially formed
committee known as “The Managing
Board for Innovation in Nuclear Busi-
ness.” The committee, chaired by the
President, has convened on twelve oc-
casions since its inception in Decem-
ber 2004.

An office dedicated to management of
quality and safety in the nuclear power
systems promotes vitalization of activi-
ties designed to prevent the occur-
rence of improprieties through improve-
ment in the quality of related
information processing and reinforce-
ment of internal management func-
tions. Activities are monitored by the
Internal Audit Department under the di-
rect charge of the President.

In March 2005 MHI established a study
committee dedicated to issues relating
to maintenance. The “Mitsubishi Main-
tenance Study Committee” is contribu-
ting to securing the safe operation of
nuclear plants through cooperation with
the customer. Initiatives include formu-
lating preventive maintenance plans for
aging plants and issuing proposals to
the electric power providers who oper-
ate the nation’s nuclear plants. To date
the committee has convened on four
occasions.

Going forward, all MHI employees,
from the President down through the
ranks, will continue to undertake activi-
ties to improve and set firmly in place a
corporate culture focused on safety in
nuclear power operations, as the compa-
ny’s way to earn the trust of all society.

Commitment to Our Customers

Managing Board for Innovation in Nuclear Business ‘ ‘ Mitsubishi Maintenance Study Committee

Chairperson: Director, Executive Vice President in
Charge of Nuclear Energy Systems Headquarters

Vice Chairpersons: Director, Executive Vice President in ‘
Charge of Administration Departments

Chairperson: President

. o . . General Depu Manager of Deputy General ~ Chief Manager
Director, Executive Vice President in Charge of Nuclear Manager of Ger?ertgl Nucleargl'urbine I\F/)Ianyager of of Nudea?
Energy Systems Headquarters Nuclear Manager of  Plant Project  Energy Systems Energy

Energy Kobe Shipyard ~ Department, Center, Systems
Systems & Machinery Takasago Mitsubishi Quality &
Engineering Works Machinery Electric Safety
Center Works Corporation Management

Committee members:

General Managers of Administration
Departments (4)

General Manager of Internal Audit
Department

Committee members: General Managers of
Nuclear Energy Systems Headquarters (6) ‘
General Managers of Kobe Shipyard & ‘

Machinery Works and Takasago Machi- Takasago Research &
nery Works Development Center
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1 Commitment to

Performance

Our Employees

MHI believes that human resources are the company’s most important asset and that the
growth of each employee enhances the company’s comprehensive strength. Under a basic
personnel policy targeted at preparing the soil in which each and every MHI employee can
develop and thrive, the company continuously pursues the formation of a corporate culture
in which all individuals can apply their capabilities and personal strengths to the fullest.

Full Utilization and Cultivation of
Human Resources

Initiatives in Support of Ability
Enhancement and Self-Actualization

MHI actively strives to develop its human
resources through an array of educational
programs, starting from on-the-job training
(OJT) for new employees to programs for
current employees at different levels and
possessing specific skills. Furthermore, in re-
sponse to today’s increasing diversity in busi-
ness formats — which today encompass ev-
erything from export operations to
international business collaboration, to over-
seas production — MHI actively pursues the
cultivation of truly internationally minded em-
ployees by offering them opportunities in for-
eign language training and overseas study.

Cultivation of Engineers and
Technicians from a Long-range Perspective

MHI believes that in the manufacturing in-
dustry engineering prowess and technical skills,
along with the reliable products born from them,
are achieved through the knowledge and ex-
pertise that employees accumulate over many
years. In line with that conviction, the company
provides its engineers and technicians system-
atic and finely tuned educational programs
throughout the long course of their careers.

Initiatives to Develop and Apply
the Abilities of Female Employees

MHI makes continuous efforts to create an
environment enabling its female employees to
make full use of their abilities and thereby vital-
ize the workplace. As part of that effort the
company regularly holds career improvement
seminars specifically for its female employees.

In-house Recruiting System

MHI launched an in-house recruiting sys-
tem in 1992 to give employees opportunities
to pursue new avenues within the company.
Among the opportunities offered are the
chance to work in a new area of business or
new field, to participate in national projects,
and to reinforce personnel working in growth
areas. Applications are invited four times
each year. In fiscal 2005, recruiting was car-
ried out for four endeavors, resulting in six
employees transferring in-house to new jobs.

Encouragement of Dialogue,
Promotion of Target Management

At MHI, a variety of measures are taken to
encourage dialogue between employees and
their supervisors as a way of deepening mu-
tual understanding. By clarifying, mutually,
the roles they are expected to fulfill, the work
issues needing to be addressed, and areas in
which focused effort needs to be taken, work
incentives are aroused and employees’ moti-
vation toward their jobs is enhanced, thereby
creating an environment in which all employ-
ees can make full use of their capabilities.

White-collar Employees

A target management system is adopted at
MHI for employees working in white-collar
areas. Every six months, at the start of a new
half-year term, individual targets are set for

Employee training scheme

‘ ‘ Education scheme for blue-collar workers

Manager training

Cultivation of

Training course for
department managers

management skills

Basic management training

Section managers and
higher-ranked employees
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Ability enhancement

Middle-ranking
employees

For selected
employees
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each employee; then at the end of the term,
evaluations are made of the degree to which
those targets have been achieved. Because
each employee’s own targets are linked to
the targets set for the overall work division,
they are always demanding in their content.
The target-setting and achievement-evalua-
tion processes are carried out through dia-
logue between the employee and supervisor.
Discussions focus on the appropriateness of
the targets, points meriting commendation,
and points in need of improvement.

Blue-collar Employees

Once each year, dialogue with employees
in blue-collar positions is conducted based on
use of “communication sheets.” Employees
and their superiors discuss the work situation
and future initiatives and exchange opinions
concerning the employee’s individual job and
the work environment. The aim is to enable
mutual awareness and deepen mutual under-
standing as a way of fostering solidarity and
strengthening job management.

“360° Research”: A Program
Targeted at Middle Managers

MHI carries out a program called
“360° Research” which is targeted at
promoting reforms in the way middle
managers both think and act. Under the
program, research is conducted into the
behavior characteristics of section man-
agers as judged by their superiors, col-
leagues and subordinates. Results are
fed back to the section manager in one-
on-one talks with their superior, to en-
courage the individual’s awareness and
lead to self-reform. In this way, by maxi-
mizing systematic output, MHI is taking
steps to cultivate managers who pos-
sess strong management skills enabling
them in turn to cultivate and enhance the
capabilities of their subordinates.

Social Performance .

Fostering Mutual Trust and Understanding
between Labor and Management

MHI believes that communication
between management and employees is
of extreme importance for carrying out
the company’s business activities. In line
with that thinking, full use is made of the
company’s intranet, in-house publications
and other resources to disseminate
information and messages from top
management to all employees as swiftly
as possible. In addition, to cultivate a
good relationship with the labor union,
labor-management consultations are
used as a forum both for management to
convey management policies and
strategies and to hear the views of the
union for integration into management
practices. Consultations are conducted
not only between representatives of the
Head Office and labor headquarters, but
also at all levels within the company’s
works and their respective workplaces,
covering an extensive range of topics.
Through these active discussions, the
company is taking concrete steps to
foster greater mutual trust and
understanding between labor and
management.

‘ Active dialogue ‘

“360° Research” ‘

‘ Labor-management councils

+ Business targets
and challenges

+ Work situation and
future initiatives

+ Views and
aspirations toward
work and the work
environment

Superiors Subordinates

Cultivation of
solidarity
Strengthening of
the organization

Common awareness
Mutual understanding

; ; Motivation
Work incentives ST
All employees using their
capabilities to the fullest

Superiors

Section
Colleagues manager Colleagues

Subordinates

Awareness of
gap between
oneself and those
around you

Reformed ways of thinking and acting

( Enhanced management skills )

Central Management

Council Labor
MHI Central Labor Union

Committee

Central Production

Committee

Head Office % Headquarters
« Explanations and proposals

concerning management policies
« Labor conditions (wages, working
hours, etc.)
- Staff transfers, safety and health,

etc.
Branches

Works Management
Council, etc.

Wems <

« The matters cited above in the
context of each works

« Overtime work management
committees, etc.

Department / Section
Production Committees

Workplace
Managers % committee
members

« Department/section production
plans

« Improvement of workplace
environment, etc.

Commitment to Our Employees
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On-the-Job Accidents and
Preventive Measures

Initiatives to Promote Employees’
Safety and Health

MHI embraces a basic policy on employee
safety and health founded on the following
three commitments: 1) “Always hold to the
conviction that life is precious, and carry out
safety-first measures appropriate to each posi-
tion and place”; 2) “Devote every effort to safe-
ty in creating outstanding products that contrib-
ute to the development of society”; 3) “Maintain
awareness that sound health is the basis upon
which all else rests, and ensure that all em-
ployees have a comfortable work environment
enabling them to be sound in body.” In line with
these principles, the company observes all
laws and regulations pertaining to safety and
health and undertakes a variety of activities in
these areas involving the unified efforts and
management and all employees.

Measures to Reduce
On-the-Job Accidents and Injuries

MHI implements an occupational health and
safety management system company-wide
whereby activities are carried out at each
works to sort out causes of work-site acci-
dents and injuries, including near-accidents,
and take corrective actions. Efforts are made
to reduce the incidence of accidents and inju-
ries by encouraging all employees to promote

health and safety management in their respec-
tive positions, and to take corrective measures
where appropriate and evaluate their results
as a way of eliminating accident-causing fac-
tors. On another level, MHI also fuffills its re-
sponsibility both to employees and to the local
community by refurbishing or replacing super-
annuated manufacturing facilities in order to
prevent accidents on large scale.

Safety education class

Measures against the Harmful
Effects of Asbestos

In response to rising public concern in Japan
over the health-damaging effects of asbestos,
on July 1, 2005 the “Ordinance on Prevention of
Hazards due to Asbestos” came into effect. In
coordination with the new regulations, MHI has
developed a system that provides current and
past employees and their family members, as
well as residents living in close proximity to com-
pany facilities, a window for discussing health is-
sues. In addition, the company is investigating
its buildings, equipment and products to ascer-
tain whether they contain any asbestos, and
where asbestos has been used, replacements
are being made using other materials. Meas-

ures are also being strengthened to prevent ex-
posure to asbestos — for example, through im-
proved ventilation — as a means of preventing
health impairment from this harmful substance.

Employee Health Management

MHI proactively supports employees in
maintaining their physical and mental well-be-
ing. Health management departments have
been established at each works, and company
hospitals are in operation at six locations. To-
gether these facilities provide health check-
ups and diagnostic testing, and based on their
results guidance is offered to enable employ-
ees to keep physically and mentally on top.
The company also sponsors various events
and provides education to promote sound
health and prevent illness or injury. In addition,
with the aim of improving the work environ-
ment, a set of guidelines has been drawn up
for creating comfortable workplaces. In line
with these guidelines, initiatives are being tak-
en to maintain and enhance the work environ-
ment, work procedures and support systems
(locker rooms, washrooms, etc.)

Health consultation

Industrial accident frequency rate
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Initiatives to Promote
Diversity

Expanded Job Opportunities for
the Handicapped

MHI has long made significant efforts to ex-
pand job opportunities for handicapped indi-
viduals through an in-house committee specifi-
cally for this purpose. Under a legal reform
implemented in April 2004, however, deduc-
tion rate granted to businesses hiring handi-
capped persons were cut by 10%, and as a
result the national employment rate of such in-
dividuals declined to 1.56% as of June 1,
2004. To rectify this situation, subsequently
the company began actively taking steps, both
in-house and externally, to promote hiring of
the handicapped, and these efforts were re-
warded as the rate of employment of the
handicapped rebounded to 1.70% as of June
2005. Even more aggressive initiatives in this
direction will be taken going forward, in a
quest to achieve the statutory employment
rate of 1.80%.

Under the slogan "mano a
mano" — Spanish for "hand in
hand" — MHI actively publiciz-
es its commitment to employ-
| ment of the handicapped on
the company website, in re-
cruitment magazines, etc.

Supporting a Good Balance
between Work and Family Life

MHI helps all employees, of both genders,
to achieve a proper balance between their
work and family life. The company’s support
system goes well beyond requirements set by
law. Among its features are the following: (D a
child-rearing leave system which enables em-
ployees to take leave until a child reaches the
age of 3; (2 a child-rearing work system which
permits employees to work short hours, flex-
time, until a child completes the third grade of
elementary school; 3 a care-provider system
allowing employees to take leave or work flex-
time for up to one year. Also, to enable a flexi-
ble response to employees’ needs to tend to a
sick child or to provide care, a system has
been introduced whereby employees can
“pbank” holiday time they have earned; the sys-
tem permits them, under appropriate circum-
stances, to make use of unused paid holidays
from past years which normally would be con-
sidered to have “expired.”

In line with guidelines issued by the Ministry
of Health, Labour and Welfare in April 2005,
MHI drew up a two-year action plan targeted
at promoting the development of an employ-
ment environment necessary to seek a proper
balance between work and family life. Under
the plan, the company is taking steps to boost
its record of employees taking child-raising
leave. The company will continue in these ef-
forts until it wins certification for having ach-
ieved the plan’s targets.

Social Performance .

Rehiring of Retired Employees

In October 2003 MHI launched a system for
rehiring employees after they reach retirement
age, and since then it has gradually raised the
retirement age from 62 to 65. As a result,
many senior employees are actively working
throughout the company and at MHI's affiliates
as important transmitters of their expertise and
skills.

In April 2006, in light of revisions to legisla-
tion concerning stabilization of employment for
senior citizens, the company revised its rehir-
ing system to embrace, in principle, all em-
ployees who wish to avail themselves of the
re-employment opportunity. MHI believes that
as the number of employees reaching retire-
ment age increases in the years ahead, rehir-
ing them will be an issue of great importance
for the MHI Group as a whole, and the new
system sets down the parameters for rehiring
senior employees throughout the Group. By
applying the new system in the years ahead,
MHI aims to enable the elderly to make the
most of their skills and expertise and continue
to work with enthusiasm in their later years.

Handicapped employment rate ‘

‘ Work and family life balance support performance ‘

‘ Number of employees rehired in FY2005

National average

Child-raising leave or flextime work

—o— MHI
(Figures for FY2005) Men Women
Child-raising leave 1 88
Child-raising flextime 2 62

Care provider leave or flextime work

(Figures for FY2005) Men Women
Care provider leave 5 3
Care provider flextime 3 0

127(16%)

498(61%) 186(23%)

|
Rehired by Continued Retirement
MHI employment
at affiliate
companies,

etc.

Commitment to Our Employees
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Social

Performance

Commitment to Shareholders
and Investors

MHI builds a relationship of trust with its shareholders and investors
through active communication, including proactive disclosure of informa-
tion, and ongoing efforts to increase opportunities for mutually productive

dialogue.

Forging a Relationship of Trust
with Shareholders and Investors

Plant Tours
for Shareholders

In a quest to forge a trusting relationship
with shareholders and investors, MHI has,
in addition to seeking stable earnings of
ever higher levels, consistently pursued
enhanced provision and disclosure of infor-
mation through meetings of various kinds,
publications, the company’s website, etc.
The company today is also pursuing inter-
active communication with its institutional
investors through regular meetings be-
tween them and top representatives of MHI
management.

Among the initiatives undertaken in fis-
cal 2005 targeted at further strengthening
this relationship of trust, the company be-
gan making quarterly disclosures of ordina-
ry and net income figures and other infor-
mation describing MHI’s financial and
earnings position. In addition, as a follow-
up to fiscal 2004, plant tours for sharehold-
ers were again conducted during fiscal
2005, this time at the Nagoya Aerospace
Systems Works and the Kobe Shipyard &
Machinery Works.

In March 2005 the company held its first
ever plant tour for shareholders; the tour,
held at the Yokohama Dockyard & Machi-
nery Works, was very well received. MHI,
convinced that engaging in activities of this
kind on a continuing basis will deepen
shareholders’ understanding of the compa-
ny, held two more plant tours during fiscal
2005: one of the Nagoya Aerospace Sys-
tems Works in August 2005, and the other
of the Kobe Shipyard & Machinery Works
in March 2006. In both instances, roughly
1,000 shareholders applied to take part,
thereby bringing home once again the
depth of the shareholders’ interest in the
company. Ultimately, 80 shareholders were
selected by lottery to participate, each with
a companion of their choosing.

The Nagoya Aerospace Systems Works
is where MHI manufactures the F-2 sup-
port fighter for the Japan Defense Agency,
components for civilian aircraft including
the Boeing 777, and space systems includ-
ing the H-IIA launch vehicle. The Kobe

Shareholder breakdown ‘

‘ Recent dividend disbursements ‘

(as of March 31, 2006)
Less than 0.1%

30.2% 30.1%

6.2%

32.4%
1.1%
]
Individual Securities Foreign investors
investors, etc.  houses
| |
Financial Other business Central and regional
institutions corporations government agencies

Disbursement schedule :Dividend per share
Interim Dividend FY 2002 3yen
Profit Dividend FY 2002 3yen
Interim Dividend FY 2003 3yen
Profit Dividend FY 2003 3yen
Interim Dividend FY 2004 Oyen
Profit Dividend FY 2004 4yen
Interim Dividend FY 2005 Oyen
Profit Dividend FY 2005 4yen

Shipyard & Machinery Works is dedicated
to production of large-scale container ships
and other seagoing vessels, power sys-
tems such as nuclear power plants and
diesel engines, highway toll collection sys-
tems, and the “wakamaru” robot for home
use. During the tours, explanations about
the various products were presented by
factory personnel using panel displays. By
seeing MHI’s products and technologies
first-hand, shareholders acquired a deeper
understanding of the company’s business
activities.

After the tours, shareholders were asked
to complete a questionnaire. One share-
holder wrote that the tour had enabled him
to make new discoveries, by giving him the
opportunity to see at close hand things that
he had formerly seen only on the news.
Another shareholder remarked how much
his child, who accompanied him on the
tour, had enjoyed the visit. Yet another
shareholder expressed the wish to visit
other plants.

MHI will take these and the many other
valuable opinions and requests heard from
shareholders as references for planning
subsequent plant tours and their sched-
ules. In this way, the company aims to con-
tinue strengthening its relationship of trust
with its shareholders all the more. The
company is also planning to hold informal
social events and business explanation
meetings as a way of achieving ever more
dialogue with shareholders.

Plant tour by shareholders



Commitment to Suppliers

MHI looks on its suppliers as highly important business partners in its du-
al quests to elevate customer satisfaction and contribute to society. In
keeping with that conviction, the company consistently strives to forge
solid, long-term relationships of trust with its suppliers.

Procurement Stance

Initiatives in Procurement
Activities

MHI’s suppliers are important business
partners who share the company’s desire
for mutual prosperity through partnership.
As such, MHI believes that the company
and its suppliers stand on equal footing,
and it is in their mutual interests to forge
and maintain a relationship of mutual trust.
To clarify this position, the company has
drawn up a basic policy on procurement,
posted on the MHI website.

In particular, in carrying out procurement
activities MHI strictly refrains from using its
bargaining position inappropriately and
complies fully with all laws against unfair
trade practices, legislation to prevent de-
layed payments to subcontractors, and con-
struction business laws. Also, MHI whole-
heartedly recognizes that entertainment of
the company’s procurement personnel by
suppliers has the potential to adversely af-
fect a fair and open business relationship,
and therefore all employees make every ef-
fort to make a clear distinction between their
private and professional positions and to re-
spond with full discretion in the performance
of their business activities.

MHT’s procurement policy spelled out on the company website
http://www.mhi-ir.jp/info/material_e.html

Under company regulations, in princi-
ple sections placing orders make deci-
sions regarding choice of supplier and
setting of business terms and conditions.
In choosing a supplier, decisions are
rendered based on a comprehensive as-
sessment of each candidate’s strength in
technology development, supply capabil-
ity, and reliability and stability in terms of
product quality, price and delivery sched-
ule. In addition, the company imple-
ments a clear separation of the section
that is to use the item procured, the sec-
tion that places the order, and the sec-
tion that takes delivery, with all three
sections checking on the other as a way
of preventing spurious orders and other
unfair transactions. Within the individual
sections themselves, a system is in
place whereby multiple employees
check the appropriateness of the order
content and procured items, to prevent
any wrongdoing or impropriety.

In order to elevate the awareness and
knowledge of employees engaged in
procurement activities, the company also
provides education in compliance mat-
ters, undertakes e-learning apropos of
legislation for preventing delays in the
payment of subcontracting charges, and
discloses to all employees information
relating to temp staff contracts. (See
page 33.)

In the case of domestic suppliers, the
company undertakes various support ac-
tivities to raise awareness and knowl-
edge levels. For example, letters are dis-
patched requesting suppliers
cooperation in MHI’s diverse initiatives
regarding compliance promotion, and
lectures are conducted about relevant
laws. In conjunction with prevention of
unauthorized divulgence of personal da-

)
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ta and other confidential information, in
instances when the company provides
its suppliers with important confidential
information on either MHI or MHI’s cus-
tomers for business purposes, the com-
pany demands that suppliers ensure that
such information is properly managed
and never leaked. In particular, since the
full-scale implementation in 2005 of do-
mestic legislation requiring protection of
personal information, the company has
inaugurated activities for signing agree-
ments with all its suppliers on protection
of personal data. Activities have also
gotten under way to include in such
agreements a clause specifying that no
asbestos will be used in any product.

In the case of overseas suppliers, fo-
rums are regularly held to provide MHI
and companies with which it has close
relationships a venue for exchanging
views and information. Every effort is
made to reflect beneficial proposals from
suppliers into improvements in the com-
pany’s business practices.

Promotion of CSR Awareness
and Activities

Doing business with excellent suppli-
ers on a long-term stable basis not only
ensures stable acquisition of raw materi-
als and components, but also serves to
boost the trustworthiness of MHI and the
reliability of its products, which in turn
leads to the enhancement of the compa-
ny’s corporate value. Toward that end,
MHI believes that it is necessary to ex-
pand business with suppliers that excel
with respect to reliability and stability,
and to support major suppliers both
technologically and structurally so that
they may become excellent companies.

MH]I is also highly cognizant that it is
vital to promote CSR at its suppliers, just
as in-house, in order to achieve mutual
business prosperity. The company
strongly believes that going forward it
will be increasingly important for suppli-
ers, in addition to technological
strengths, to pursue their own CSR ac-
tivities from the vantage points of the en-
vironment and human rights. Although to
date no specific initiatives are being
made in that direction, MHI intends to
consider methods and a time line in the
near future.

Commitment to Shareholders and Investors / Commitment to Suppliers
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| Contributions to Society

Performance

In the spirit of its corporate creed, MHI undertakes a host of activities de-
signed to make contributions to society befitting the relationship of trust
that exists between the company and its local communities. As a compa-
ny whose business operations circle the globe, MHI is committed to pur-
suing more activities of social benefit in the future as well.

MHI’s Stance toward
Social Contribution

Contributing to Social Progress
through Business Activities

MHI’s underlying philosophy is spelled
out in the company’s creed: “We strongly
believe that the customer comes first
and that we are obligated to be an inno-
vative partner to society.” Going forward,
MHII pledges to apply its comprehensive
technological capabilities and human re-
sources to make ongoing social contri-
butions, through the provision of superi-
or, safe products and services, befitting
a world-class enterprise.

Importance Placed on Relationships
of Trust with Local Communities

Through the years, MHI has consis-
tently undertaken a wealth of unique ac-
tivities at its nationwide branch offices
and manufacturing works tailored to con-
tribute to the specific needs of each local
community. MHI believes that strength-
ening its relationships of trust with local
communities will lead to fortification of
the company’s operating base, and with
that conviction in mind, going forward
the company will continue to pursue so-
cially beneficial activities that place im-
portance on further building ties of trust.

Expenditure on
Social Contribution

MHI endorses the aims of the “One
Percent Club,” a program initiated by the
Keidanren (Japan Federation of Eco-
nomic Organizations) in which participat-
ing members pledge to use at least 1%
of their ordinary profit or disposable in-
come to activities of benefit to the public.
MHI has been a member since the
Club’s founding in 1990, and the compa-
ny reports its expenditures for such pur-
poses every year.

Expenditure on socially beneficial activities

(Unit: million yen)

Year 2002 2003 2004
Academic research 278 269 276
Education 476 490 468
Community activities 133 120 72
Sports 123 118 51
Other 244 239 320
Total 1,254 1,236 1,187
Percentage of ordinary profit: + 1.92% ¢ 16.37% —

Notes: - Figures include cash donations, payments in
kind, activities by employees, free use of com-
pany facilities, etc., converted to monetary
equivalents; activities performed by employ-
ees privately are not included.

« No percentage is provided for 2004 because
ordinary income ended with a loss.
« Figures for 2005 are in preparation.

Mitsubishi Minatomirai Industrial Museum Welcomes 1 Millionth Visitor

The Mitsubishi Minatomirai Industrial Mu-
seum is one of MHI’s most important facili-
ties serving as a point of contact between
the company and the public. The museum
was founded in June 1994 in the hope that it
would become a place where young people
who are to shoulder the future might aspire
to great dreams through first-hand contact
with science and technology. In all, there
are six display zones respectively dedicated
to the environment, outer space, the
oceans, transportation, energy and
“technologies all around us.” Products and
technologies that support our lives are intro-
duced in easy-to-understand formats using
actual exhibits, scale models, panel dis-
plays, video presentations, in-house events,
etc.

In November 2005 the museum wel-
comed its one-millionth visitor to date, cele-
brated with a commemorative ceremony.
The past year also saw the renewal of the
Ocean Zone and the creation of a new
Transportation Zone introducing transporta-
tion systems friendly to the environment. Al-
so added this year is a 3D Theater, where
visitors wear special 3D glasses enabling
them to become familiar with science and
technology while experiencing the thrilling

realism enabled by 3D video presentations.

Roughly 60 percent of the museum’s visi-
tors are students of up to high school age,
and about half of them visit the museum on
school excursions. In the coming years, MHI
will further enhance exchanges of this kind
with the local community by providing chil-
dren an entertaining venue for coming to
know how much fun science and technology
can be.

Mitsubishi Minatomirai Industrial Museum

Mitsubishi Juko Yokohama Bldg.,

3-1, Minatomirai 3-chome, Nishi-ku,
Yokohama 220-8401
http://www.mhi.co.jp/e_museum/index.html|

- W

Elementary schoolers visiting
the remodeled Ocean Zone

One-millionth

visitor

-

Zone introducing eco-friendly transportation systems



Representative Social Activities Initiated
at MHI’s Head Office and Works

Baseball Tournament for
Children in Protection Centers

The Nagasaki Shipyard & Ma-
chinery Works sponsors the
“Diamond Cup,” a baseball
tournament for children living in
local child protection centers.
Employees formerly on the
works’ baseball team aid in the
role of umpires, etc. Games are
held at a local baseball stadium
run by Nagasaki Prefecture.

Nagasaki Shipyard &
Machinery Works

Social Performance

MHI Charity Concerts Takasago Machinery Works

As a way of contributing to lo-
cal society, since 2003 the Ta-
kasago Machinery Works has
held a charity concert featuring
well-known musicians. Profits
from the concerts are donated
in full to Takasago City, for use
in welfare and cultural pur-
suits.

Health Support Consultation

Twice each year the Kobe Ship-
yard & Machinery Works holds
health consultation meetings for
local residents. The fourth ses-
sion focused on what food to
eat to avoid catching colds, and
it included a lecture, blood pres-
sure, urine and body fat testing,
and consultation on how to
maintain a healthy everyday life.

Kobe Shipyard &
Machinery Works

Free Access to Nagoya Aerospace Nagoya Aerospace
Systems Works Museum Systems Works

A museum located at the Nagoya
Aerospace Systems Works is
open free-of-charge to the public.
On display are materials relating
to MHI’s aircraft design technolo-
gies, materials pertaining to air-
craft of every era, and recon-
structions of two early aircraft:
the Zero fighter and the Shusui
rocket-powered interceptor.

Open Launching Ceremonies

Ship-launching ceremonies at
all MHI shipyards are open to
the public. A ship’s launching
is like a human birth, and em-
ployees get great joy from be-
ing able to share with others
the thrill that comes from
watching a large ship slip into
the sea for the very first time.

Nagasaki, Kobe and
Shimonoseki Shipyards &
Machinery Works

Donation of Tickets to Hokkaido Office
Professional Baseball Games

As a joint activity, the various Mitsubishi
Group companies in Sapporo collective-
ly donated 200 season tickets to games
played by the local Nippon Ham Fight-
ers professional baseball team at the
Sapporo Dome. The donation was
made to the Sapporo Social Welfare
Council, and the tickets were distributed
to children living in the city’s child pro-
tection centers or in fatherless families.

Contributions to Society

Voluntary Participation Yokohama Dockyard & | Training of Private Instructors Head Office and
in Area Cleanup Project Machinery Works General Machinery &

. _— . . . Special Vehicle Headquarters
As part of its contribution to society AL MHI's Head Office and General Machi-

through volunteer work, employees
of the Yokohama Dockyard & Ma-
chinery Works take part in a local
project to clean up the Kawai
green belt. They do so in coopera-
tion with the Yokohama Satoyama
Institute, a local NPO. These activi-
ties have won an award from a lo-
cal welfare organization.

EX r nery & Special Vehicle Headquarters col-

laborate in providing training to instruc-
tors at private enterprises in Kanagawa
Prefecture. Through exchanges of opin-
ion with on-site supervisors, first-hand
training, etc., they learn about chain-of-
command systems, methods for instruct-
ing subordinates, etc. to serve as a refer-
ence in their own educational activities.

-

Donations of Killifish
and Crayfish

Every year the Hiroshima Machi-
nery Works donates Kkillifish and
crayfish that live in its drainage
ditches for use at nearby kinder-
gartens and elementary schools
for educational purposes. It also
opens the locations where they
thrive to the public for observa-
tion and help in raising these
creatures now rarely seen.

Matching Gift Program

Money collected by employees
was matched by the company
and donated, along with
shape-memory spoons and
forks — utensils for use by
those who require special
care, to 39 welfare facilities in
the Kanto region.

Head Office and
Branch Offices
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Recovery Assistance to
Areas Hit by Natural Disasters

MHI has long embraced a humanitari-
an perspective and offered its assistance
and support to areas worldwide that
have suffered natural disasters of large
scale. The company proactively helps
such regions in their quest toward early
recovery.

Support in the Aftermath of Hurricane Katrina

In August 2005 Hurricane Katrina, a
storm on a scale rarely experienced —
with maximum winds of 78 meters per
second and a gale force reaching 902
mb — pummeled the southern coast of
the United States, resulting in some
1,200 casualties and approximately $50
billion in damage (according to a Stand-
ard & Poor’s estimate). New Orleans,
site of an MHI office, was dealt a partic-
ularly devastating blow, with roughly
80% of the city inundated.

MHI has numerous bases in the U.S.,
starting with Mitsubishi Heavy Industries
America, Inc. (MHIA), and from a hu-
manitarian perspective — as a member

Representative Social
Contributions Overseas

Endowment of Chair at
Hanoi University of Technology

Since 1998, MHI has endowed a chair
at Hanoi University of Technology in
Vietnam under UNESCO’s UNISPAR
(University-Industry-Science Partner-
ship) Programme. The Programme’s
mission is for the advanced industrial-
ized nations to provide financial and
technological support to foster industrial
and scientific development in the devel-
oping countries.

Major Relief Support Activities in Recent Years

(unit: million yen)

Year Disaster Scale of suppor Type of support
2005 Northern Pakistan Earthquake 500 : Cash donation
Hurricane in southern U.S. 3,000 : Donation of light towers and cash
Typhoon in China’s Liaoning Province 44 i Cash donation
2004 Sumatra earthquake and tsunami 2,778 i Cash donation
Niigata Chuetsu Earthquake 1,000 @ Cash donation
Torrential rains in Niigata Prefecture 100 : Cash donation
Torrential rains in Fukui Prefecture 100 : Cash donation
Southeastern Iran Earthquake 800 : Donation of gasoline generators and cash
2003 Northern Algeria Earthquake 42 : Cash donation
SARS epidemic in Taiwan 48 | Cash donation

of both the American and global com-
munities — it was quickly decided to
make donations to aid the hurricane’s
victims. MHI provided a cash donation of
¥10 million, MHIA donated 15 light tow-
ers and generators (worth ¥10 million),
and other affiliates collectively gave re-
lief support equivalent to ¥10 million.

Subsequent reports described how
the light towers and generators donated
by MHIA contributed to saving lives
through their use at medical facilities
that lost regular power supplies as a re-
sult of the storm.

MHI is pleased to know that its dona-
tions proved useful in aiding the victims

Donation to The British Museum
(MHIE)

Starting in October 2005 Mitsubishi
Heavy Industries Europe, Ltd. (MHIE),
MHI’s main operating base in Europe,
launched a three-year commitment to
fund part of the operating costs of the
Japanese Section at The British Muse-
um. In doing so, MHIE is contributing as
a bridge between Europe and Japanese
culture.

of Katrina, and the company pledges to
continue making contributions to the in-
ternational community in times of need.

Light towers and generators donated by MHIA

H)I THAD CONG NG
HUONG ThinM 0140 8u Usiesco r«ﬁmwm‘ng:'mm

WORKS
RKSHOP ON CLEAN COAL TECHNOLOGY

AT HuT

Gathering at Hanoi University of Technology in Vietnam

The British
Museum




Communication with Society

Through its business activities, MHI engages with diverse local communi-
ties worldwide. The company takes a proactive approach to forge strong
relationships of trust with those communities.

Nuclear Power
PA Activities

To promote greater public acceptance
of nuclear power generation, MHI wel-
comes visitors to tour its Kobe Shipyard
& Machinery Works, the company’s main
manufacturing plant for nuclear power
equipment. Here, visitors are offered ex-
planations and presentations on the ne-
cessity and safety of nuclear power gen-
eration. In 2005 approximately 3,000
visitors took advantage of this opportuni-
ty, and in the past 10 years a total of
roughly 40,000 visitors have participat-
ed.

Awards Received from
Outside the Company

During these tours, visitors initially are
informed about the current state of nu-
clear power generation, including infor-
mation on the energy situation and envi-
ronmental issues both in Japan and
worldwide, as well as about MHI’s ap-
proach to nuclear energy. Next, they are
shown around the plant itself, where co-
lossal structures weighing millions of
tons are manufactured using some of
the world’s largest multi-purpose ma-
chine tools.

The tours enable visitors to view this
equipment in a way not possible at pow-
er plants in actual operation. Many visi-
tors comment on the overwhelming
scale of the equipment, and large num-

Social Performance .

bers complete the tour with an unprece-
dented appreciation of the state-of-the-
art nuclear power technology that sup-
ports the nation’s energy needs.

Contributions to Society / Communication with Society

Plant tour at Kobe Shipyard & Machinery Works

Award Name

Sponsor

Reason for Commendation (Product, Activity, Business Location, etc.)

Date Received

The 54th Electrical Machinery Industry

The 54th Electrical Machinery Industry
Technology Award (Encouragement Prize)

The 43rd SHASE Award of Technology

Award for Contributions to Collaboration between
Industry, Academia and Government (Minister of

The Japan Electrical =~
Technology Award (Development Prize) M%’R}l&acmrers Association
The Japan Electrical
Manufacturers’ Association
(JEMA)

The Society of Heating, Air-
Conditioning and SanltaR/
Engineers of Japan (SHASE)

Ministry of Internal Affairs
and Communications

boiler

building installations

for turbo chillers

Development of waste tire-fired bubbling fluidized bed

Development of LX series of multi-air-conditioners for

Development of “variable over water volume system”

Mixed water/air fire extinguishing system

April 2005

April 2005

May 2005

June 2005

Internal Affairs and Communications Prize)

Technology Awards

Kanto Region Invention Award (Inven-
tion Encouragement Prize)

Central Japan Invention Award (Inven-
tion Encouragement Prize)

Kinki Region Invention Award (Branch
Manager Prize)

Kyushu Region Invention Award (In-
vention Encouragement Prize)

Technology Prize of The Japanese Soci-
ety of Printing Science and Technology

(MIC), etc.

Japan Society of Refriger-
ating and Air Conditioning
Engineers (JSRAE)

Japan Institute of Invention
and Innovation (JIII)

Japan Institute of Invention
and Innovation (JII1)

Japan Institute of Invention
and Innovation (JIII)

Japan Institute of Invention
and Innovation (JIII)

The Japanese Society of
Printing Science and
Technology (JSPST)

Air-conditioning and refrigeration systems

Uniform film-formation technology for large-area Si thin
film used in solar fuel cells

Automatic address setting
conditioning control networks

technology for air-

High-efficiency turbo chillers

Wind turbine blade structure

Development of newspaper inline quality control
system

October 2005

October 2005

October 2005

October 2005

November 2005

February 2006
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" Progress Toward a Sustainable Society

Major Events in Japan and Abroad (Society/Environment) ‘

1970
1973

1977

1978

1980

1987

1989

1992

1993

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

2006

Completion of Japan’s first PWR power plant.
Inauguration of Environment Management
Department.

Development of “Basic Guidelines for Safety
& Health Management.”

Creation of Environmental Manager Confer-
ences.

Establishment of Committee on Promotion of
Training in the Dowa Issue.

Establishment of Export-related Regulations
Monitoring Committee.

Launch of In-house Conference on CO2
Measures and In-house Conference on CFC
Measures.

Committee on Promotion of Training in the
Dowa Issue renamed Committee for Raising
Awareness of Human Rights.

Establishment of Committee for the Promo-
tion of Employment of Disabled People.
Formulation of voluntary plan titled “Our Ap-
proach to Environmental Problems.”

Formation of “Environmental Policies” and es-
tablishment of Environment Committee.
Acquisition by Yokohama Dockyard & Machi-
nery Works of ISO14001 accreditation, a first
among Japan’s heavy industrial manufactur-
ers. Launch of R410A-compatible air-condi-
tioners. (R410A: new type of environmentally
friendly refrigerant)

Development of system that thermally decom-
poses PCBs contained in industrial effluents.

Delivery of combined-cycle power plant incor-
porating the M701G gas turbine, featuring the
world’s highest efficiency rating.

1SO14001 certification completed by all pro-
duction bases (13 works).

Engineering Department acquires 1SO14001
certification.
Establishment of Compliance Committee.

Establishment of medium- to long-term envi-
ronmental activity goals.

Establishment of Construction Business Act
Compliance Committee.

Joins United Nations Global Compact initia-
tive.

Establishment of Managing Board for Innova-
tion in Nuclear Business.

Introduction of Executive Officer system.
Establishment of Internal Audit Department.
Establishment of CSR Promotion Depart-
ment.

Acquisition of ISO14001 certification by Head
Office (including branch offices).

| MH's Activities (Society/Environment)| l
YH

1970

1967

1971

1985

1988

1991

1992

1993

1995

1996

1997

1998

1999

2000

2001

2002

2003

2005

2006

Institution of Basic Law for Environmental Pol-
lution Control.
Establishment of Environment Agency.

Enactment of Equal Employment Opportunity
Law.
Enactment of Ozone Layer Protection Law.

Establishment of “Keidanren Global Environ-
mental Charter” and “Keidanren Charter of
Corporate Behavior.”

Enactment of Child Care Leave Law.
Ministry of International Trade and Industry
requests “Voluntary Plan on the Environ-
ment.”

Enactment of Basic Environmental Law.

Child Care Leave Law is revamped into Child
Care and Family Care Leave Law.

Revision of “Keidanren Charter of Corporate
Behavior.”

Formulation of “Keidanren Voluntary Action
Plan on the Environment.”

Enactment of Law Concerning the Promotion
of Measures to Cope with Global Warming
and Law to Promote Specified Nonprofit Ac-
tivities.

Enactment of Pollutant Release and Transfer
Register (PRTR) Law.

Enactment of The Basic Law for Establishing
a Recycling-based Society.

Revision to Law for the Promotion of Recy-
cled Resources Utilization.

Enactment of Construction Material Recycling
Law, Food Recycling Law and Law on Pro-
moting Green Purchasing.

Establishment of Ministry of the Environment.
Enactment of Law Concerning Special Meas-
ures against PCB Waste and Fluorocarbons
Recovery and Destruction Law.

Ratification of Kyoto Protocol.

Enactment of Soil Contamination Counter-
measures Law.

Revision of Law Regarding the Rationaliza-
tion of Energy Use.

Keidanren revamps “Keidanren Charter of
Corporate Behavior” into “Corporate Behavior
Charter.”

Ministry of Economy, Trade and Industry
holds first meeting of CSR Standardization
Committee.

Ministry of the Environment implements trial
project for trading of greenhouse gas emis-
sions.

Emissions standards for diesel vehicles tight-
ened.

Revision of Waste Management and Public
Cleansing Law.

Japan Committee for Economic Development
releases 15th Corporate White Paper, entitled
“Evolution of Market and Social Responsibili-
ty-Minded Business Management.”
Enactment of Act for Protection of Computer
Processed Personal Data held by Administra-
tive Organs.

Enactment of New Company Law.

1948

1972

1976

1981

1987

1990

1992

1994

1995

1996

1997

1998

1999

2000

2001

2002

2003

2004

2005

Universal Declaration of Human Rights.

“United Nations Conference on the Human
Environment” convenes in Stockholm.
Adoption of “Statement for Human Environ-
mental Quality.”

Establishment of “United Nations Environ-
ment Programme (UNEP).”

“OECD Guidelines for Multinational Enterpris-
es” issued.

“Convention on the Elimination of All Forms of
Discrimination against Women” takes effect.
International Year of Disabled Persons.
Adoption of Montreal Protocol on Substances
that Deplete the Ozone Layer.

Institution of “Americans with Disabilities Act.”

“United Nations Conference on Environment
and Development” (Earth Summit) convenes
in Rio de Janeiro; adoption of “Rio Declara-
tion on Environment and Development” and
Agenda 21.

Caux Round Table draws up “Principles for
Business.”

“1st Conference of the Parties to the United
Nations Convention on Climate Change”
(COP1) convenes in Berlin.

1ISO14001 is instituted.

“2nd Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP2) convenes in Geneva.

“3rd Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP3) convenes in Kyoto.

“4th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP4) convenes in Buenos Aires.

“5th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP5) convenes in Bonn.

6th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COPS6) convenes in The Hague.
“United Nations Global Compact” is instituted.
Issuance of “GRI Guidelines Version 1.”

“7th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP7) convenes in Marrakech.
ISO Council launches feasibility study on es-
tablishing international CSR standards.
“World Summit for Sustainable Development”
convenes in Johannesburg.

“8th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP8) convenes in New Delhi.
Release of “GRI Guidelines Version 2.”

First study meeting is held to discuss treaty
on safety of radioactive waste management.
“9th Conference of the Parties to the United
Nations Framework Convention on Climate
Change” (COP9) convenes in Milan.

Tenth item (on corruption prevention) added
to United Nations Global Compact.

“10th Conference of the Parties to the United
Nations Framework Convention on Climate
Change (COP10)” convenes in Buenos Aires.

Kyoto Protocol goes into force.

“11th Conference of the Parties to the United
Nations Framework Convention on Climate Change”
(COP11) and the “1st Meeting of the Parties to the
Kyoto Protocol” (COP/MOP1) convene in Montreal.




I Third-Party Opinions

Professor, International School of Economics and
Business Administration, Reitaku University

Iwao Taka

MHI undertakes numerous initiatives that merit commen-
dation, but among them | would like to express my high es-
teem for the following two in particular.

First is the company’s active disclosure of information that
has negative overtones. The accident in which HCFCs were
released into the atmosphere and its confirmation that soil and
groundwater contamination had taken place at seven sites
were reported without obfuscation.

Second is the way MHI identifies a problem and then de-
velops a more rational approach to it. Indeed, one reason the
company discloses negative information is because it is
making progress in rational, comprehensive risk control.

With the aspiration that MHI might become a model com-
pany for others to emulate, | would like to suggest the following
three topics for the company to address. (1) MHI sets specific
target dates and actively addresses economic and environ-
mental matters, yet it makes no clear indications with respect
to social issues. (2) As an outgrowth of the bid-rigging scan-
dal, measures have been strengthened to ensure fairness in
order placements, but | continue to embrace doubts as to how
well these functions are working. | would like to see MHI re-
inforce its position thatin the eventthat an employee discovers
behavior that infringes against restrictions on unfair business
transactions, the employee will be under mandatory obliga-
tion to report said infringement to the in-house organization
that deals with such matters. (3) MHI says that systematic
fulfillment of CSR procurement has not yet begun, but what
Iwould like to see isinformation pertaining at least to individual
problems. Readers have a keen interest, for example, in
knowing what measures were taken against the hotel chain
where discrimination against the people with disabilities had
become the norm.

In listing these three topics, fundamentally what | hope is
for MHI to take cognizance of its tremendous impact on so-
ciety as a whole and then to apply that knowledge to the
construction of a sustainable community. MHI says that from
July 2006, in conjunction with the global warming issue the
company will start demonstration testing of COz recovery
systems. Given the scale of its influence, | hope that MHI will
demonstrate more aggressive leadership not only with re-
spect to economic and environmental matters but also social
issues as well.

Professor, College of Policy Science, Ritsumeikan University
Professor, Institute of Economic Research, Kyoto University

Takamitsu Sawa

The 21st century is often spoken of as “the century of the
environment.” There are two meanings to this: (1) that the 21st
century is a century in which global environmental problems
will become increasingly severe; (2) that in the 21st century
environmental constraints will serve as a springboard to
economic development and technological innovation. In
reading through this report, | came away with the strong im-
pression that MHI is taking the lead in addressing the de-
mands of this new century of the environment.

First, MHI thoroughly considers environmental ramifica-
tions in its production and management processes. Second,
MHIbecame involved in the development of COzrecovery and
fixation technologies as early as in 1992. Third, the compa-
ny has played a leading role in enhancing the efficiency of
technologies making use of renewable energies such as solar
energy and wind power, improving the combustion efficien-
cy of thermal power generating plants, and developing next-
generation nuclear power plants. | have the deepest respect
for MHI’s aggressive stance, ahead of other companies, in
developing the technologies that are indispensable for pre-
venting global warming.

Inthe 20th century, companies that achieved growth bathed
in the public limelight. In the 21st century, consumers in to-
day’s mature society are focusing their attention on how
companies fulfill their corporate social responsibility (CSR).
Corporate business partners are also closely monitoring the
initiatives being taken. In other words, the criteria for deter-
mining what makes a company attractive have shifted to the
way it addresses CSR and its contribution to sustainable
development. From this report, one can readily see how MHI
is sensitively attuned to changes within the context of these
times.

In the final quarter of the 20th century, the coordinates of
progress in science and technology underwent a substantial
shift. Where earlier progress equated to being faster, stron-
ger and bigger —asiillustrated by jumbo jets and the Concorde
— now progress is measured against the yardstick of being
more fuel-efficient, more cost-effective and safer. MHI’s ClI
statement — its commitment to forging a solid future for this
planet through “Dramatic Technologies” — accurately reflects
that shift, and it deserves the highest praise.

We Value Your Comments

Progress Toward a Sustainable Society / Third-Party Opinions

For this year’s report, we called on Professors Iwao
Taka and Takamitsu Sawa, experts in the areas of
compliance and energy, to offer MHI their views as third
parties.

Mr. Taka commended MHI on its disclosure of nega-
tive information. These sentiments of Mr. Taka, who is well
versed in corporate ethics and is an opinion leader in this
field, will serve as a great source of inspiration for us.
Concerning the three issues he raised — setting down
clear social targets, strengthening our stance on fair
bidding, and CSR procurement — we will immediately

bring these points up with the relevant in-house sections.

Mr. Sawa, who is well versed in environmental ethics
focused on environmental management, offered his
opinion concerning MHI’s stance toward the environment
and development of technologies to prevent global
warming.

Encouraged by the words offered by these two experts,
we will continue to be keen to these changing times and
pledge to devote our technological capabilities through
our business activities to the betterment of society.

Environmental Committee
Chairman,
Executive Vice President

Hideo Egawa
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" GRI Guidelines and Global Compact Comparison Chart

In preparing this report, we referred to the GRI Guidelines (2002)*. Since 2004, MHI has also par-
ticipated in the United Nations Global Compact initiative. The table below shows the content of the
GRI Guidelines, the principles of the UN Global Compact and the relevant pages in this report.

1. Vision and Strategy

1.1 Statement of the organisation’s vision and strategy regarding its contribution to sustainable development Principle 8 3-6
2. Profile
Organisational Profile
21 Name of reporting organisation 2
2.2 Major products and/or services, including brands if appropriate 2,20-24
2.3 Operational structure of the organisation 2
2.4 Description of major divisions, operating companies, subsidiaries and joint ventures 2
25 Countries in which the organisation’s operations are located 1-2
2.6 Nature of ownership; legal form 2
2.8 Scale of the reporting organisation 2
2.9 List of stakeholders, key attributes of each, and relationship to the reporting organisation 47-48
Report Scope
2.10 Contact person(s) for the report, including e-mail and web addresses Bach cover
2.1 Reporting period (e.g. fiscal/calendar year) for information provided 1
212 Date of most recent previous report (if any) 1
213 Boundaries of report (countries/regions, products/services, divisions/facilities/joint ven” 1
tures/subsidiaries) and any specific limitations on the scope
2.14 Significant changes in size, structure, ownership, or products/services that have occurred since the previous re- 20
port
Report Profile 40
2.18 Criteria, definitions used in any accounting for economic, environmental, and social costs and benefits 54
2.19 Significant changes from previous years in the measurement methods applied to key economic, environmental, and social information 1
2.20 Policies and internal practices to enhance and provide assurance about the accuracy, com”
pleteness, and reliability that can be placed on the sustainability report 33 43, 50, 56
2.22 Means by which report users can obtain additional information and reports about economic, environmen™
tal, and social aspects of the organisation’s activities, including facility-specific information (if available)
3. Governance Structure and Management Systems
Structure and Governance 27
3.1 Governance structure of the organisation, including major committees under the board of direc
tors that are responsible for setting strategy and for oversight of the organisation 27
3.2 Percentage of the board of directors that are independent, non-executive directors 29, 31, 37, 50
3.4 Board-level processes for overseeing the organisation’s identification and management of eco”
nomic, environmental, and social risks and opportunities 29, 31, 37, 50
3.6 Organisational structure and key individuals responsible for oversight, implementation, and au”
dit of economic, environmental, social, and related policies 8,33,53,,56
3.7 Mission and values statements, internally developed codes of conduct or principles, and policies relevant
to economic, environmental, and social performance and the status of implementation.
Stakeholder Engagement 47--48
3.9 Basis for identification and selection of major stakeholders 9-13, 32, 51-52, 55,60,62
3.10 Approaches to stakeholder consultation reported in terms of frequency of consultations by type and by stakeholder group 9-13, 32
3.1 Type of information generated by stakeholder consultations 1,9
3.12 Use of information resulting from stakeholder engagements
Overarching Policies and Management Systems Principle 7 4-5, 16
3.13 Explanation of whether and how the precautionary approach or principle is addressed by the
organisation 7
3.14 Externally developed, voluntary economic, environmental, and social charters, sets of princi-
ples, or other initiatives to which the organisation subscribes or which it endorses 45, 50, 56
3.16 Policies and/or systems for managing upstream and downstream impacts 45-46
3.17 Reporting organisation’s approach to managing indirect economic, environmental, and social impacts resulting from its activities 25-60
3.19 Programmes and procedures pertaining to economic, environmental, and social performance 38
3.20 Status of certification pertaining to economic, environmental, and social management systems



*GlobalReportingInitiative-SustainabilityReportingGuidelines

4 GRI Content Index

These are guidelines created as a
joint project between the American
non-profit organization Ceres and
the UN Environment Programme
(UNEP) to serve as a framework
when developing sustainability re-
ports.

4.1 A table identifying location of each element of the GRI Report Content, by section and indicator 63-64 ©
5 Performance Indicators E
Integrated Indicators Lc)
Systemic Indicators Systemic indicators relate the activity of an organization to the larger economic, environmental, 53 é
and social systems of which it is a part. o
Economic Performance Indicators g
EC1, EC2 Net sales; Geographic breakdown of markets 2 &_,:
EC6 Distributions to providers of capital broken down by interest on debt and borrowings, and divi- 55 8
dends on all classes of shares, with any arrears of preferred dividends to be disclosed g
EC10 Donations to community, civil society, and other groups broken down in terms of cash and in-kind donations per type of group 57,59 9
Environmental Performance Indicators %
EN1, EN3 Total materials use other than water, by type; Direct energy use segmented by primary source Principle 8 35 (O]
EN5, EN22 Total water use; Total recycling and reuse of water Principle 8 35, 44 g
EN8 Greenhouse gas emissions Principle 8 35-36, 41 8
EN9 Use and emissions of ozone-depleting substances Principle 8 43 %
EN10 NOx, SOx, and other significant air emissions by type Principle 8 35-36 -CSJ
EN11 Total amount of waste by type and destination Principle 8 44 O]
EN12 Significant discharges to water by type Principle 8 35 g
EN13 Significant spills of chemicals, oils, and fuels in terms of total number and total volume Principle 8 39
EN14 Significant environmental impacts of principal products and services Principle 8 45
EN17 Initiatives to use renewable energy sources and to increase energy efficiency Principle 9 41-42
EN31 All production, transport, import, or export of any waste deemed “hazardous” under the terms 43
of the Basel Convention Annex |, II, Ill, and VIII
EN35 Total environmental expenditures by type 40
Social Performance Indicators
Labour Practices and Decent Work
LA1 Employment 2
LA4 Labour/Management Relations Principle 3 52
LA5, LA6, LA7 Health and Safety 52-53
LA10 Diversity and Opportunity Principle 6 51, 54
LA12 Employee benefits beyond those legally mandated 53
LA16, LA17 Training and Education 31, 33, 37,51, 54
Human Rights
HR1 Description of policies, guidelines, corporate structure, and procedures to deal with all aspects Principle 1 8,29

of human rights relevant to operations, including monitoring mechanisms and results

HR2 Evidence of consideration of human rights impacts as part of investment and procurement de” Principle 1,Principle 2 56
cisions, including selection of suppliers/contractors

HR4 Non-discrimination Principle 1,Principle 6 7

HR5 Freedom of Association and Collective Bargaining Principle 3 7

HR6 Child Labour Principle 5 7

HR7 Forced and Compulsory Labour Principle 4 7

HR8 Employee training on policies and practices concerning all aspects of human rights relevant to operations 8, 31

HR9, HR10 Disciplinary Practices 30, 32

Society

SO2 Bribery and Corruption Principle 10 7,8, 30, 33

S04 Awards received relevant to social, ethical, and environmental performance 60

SO6 Court decisions regarding cases pertaining to anti-trust and monopoly regulations 30

SO7 Description of policy, procedures/management systems, and compliance mechanisms for preventing anti-competitive behaviour 8, 30-31

Product Responsibility

PR1 Customer Health and Safety 50

PR8 Description of policy, procedures/management systems, and compliance mechanisms related 49-50

to customer satisfaction, including results of surveys measuring customer satisfaction
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"‘ MITSUBISHI HEAVY INDUSTRIES, LTD.

Address all inquiries about this report to:

Mitsubishi Heavy Industries, Ltd.
Corporate Social Responsibility Department

16-5, Konan 2-chome, Minato-ku, Tokyo, Japan
Postal Code: 108-8215

Phone: 81-3-6716-3884 Fax: 81-3-6716-5811
URL: http://www.mhi.co.jp/

Locations

Head Offices

Shinagawa

16-5, Konan 2-chome, Minato-ku, Tokyo
Postal Code: 108-8215

Phone: 81-3-6716-3111 Fax: 81-3-6716-5800

Yokohama

Mitsubishi Juko Yokohama Bldg.

3-3-1, Minatomirai, Nishi-ku, Yokohama
Postal Code: 220-8401

Phone: 81-45-224-9988 Fax: 81-45-224-9901

Divisions

General Machinery & Special Vehicle Headquarters
3000, Tana, Sagamihara, Kanagawa

Postal Code: 229-1193

Phone: 81-42-761-1101 (General Affairs Dept.)

Fax: 81-42-763-0800

Air-Conditioning & Refrigeration Systems
Headquarters

3-1, Asahi, Nishi-biwajima-cho, Kiyosu, Aichi
Postal Code: 452-8561

Phone: 81-52-503-9200 (General Affairs Dept.)
Fax: 81-52-503-3533

Paper & Printing Machinery Division

1-1-1, ltozaki-Minami, Mihara, Hiroshima

Postal Code: 729-0393

Phone: 81-848-67-2054 (General Affairs & Labor Section)
Fax: 81-848-63-4463

Machine Tool Division

130, Roku-jizo, Ritto, Shiga

Postal Code: 520-3080

Phone: 81-77-553-3300 (General Affairs Dept.)
Fax: 81-77-552-3745

Works

Nagasaki Shipyard & Machinery Works
1-1, Akunoura-machi, Nagasaki

Postal Code: 850-8610

Phone: 81-95-828-4121 (General Affairs Dept.)
Fax: 81-95-828-4034

Kobe Shipyard & Machinery Works
1-1-1, Wadasaki-cho, Hyogo-ku, Kobe

Postal Code: 652-8585

Phone: 81-78-672-2220 (General Affairs Dept.)
Fax: 81-78-672-2245

Shimonoseki Shipyard & Machinery Works

6-16-1, Hikoshima Enoura-cho, Shimonoseki

Postal Code: 750-8505

Phone: 81-832-66-5978 (General Affairs & Labor Section)
Fax: 81-832-67-7010

Yokohama Dockyard & Machinery Works
12, Nishiki-cho, Naka-ku, Yokohama

Postal Code: 231-8715

Phone: 81-45-629-1201 (General Affairs Dept.)
Fax: 81-45-629-1202

Hiroshima Machinery Works

4-6-22, Kan-on-shin-machi, Nishi-ku, Hiroshima
Postal Code: 733-8553

Phone: 81-82-291-2112 (General Affairs Dept.)
Fax: 81-82-294-0260

Takasago Machinery Works

2-1-1, Arai-cho Shinhama, Takasago

Postal Code: 676-8686

Phone: 81-79-445-6125 (General Affairs Dept.)
Fax: 81-79-445-6900

Nagoya Aerospace Systems Works

10, Oye-cho, Minato-ku, Nagoya

Postal Code: 455-8515

Phone: 81-52-611-2121 (General Affairs Dept.)
Fax: 81-52-611-9360

Nagoya Guidance & Propulsion Systems Works
1200, O-aza Higashi-tanaka, Komaki

Postal Code: 485-8561

Phone: 81-568-79-2113 (General Affairs Dept.)

Fax: 81-568-78-2552

Plant and Transportation Systems Engineering &
Construction Center

[Mihara]

1-1-1, Itozaki-Minami, Mihara, Hiroshima

Postal Code: 729-0393

Phone: 81-848-67-2072 (General Affairs & Labor Section)
Fax: 81-848-67-2816

[Yokohama]

Mitsubishi Juko Yokohama Bldg., 3-3-1, Minatomirai, Nishi-ku,
Yokohama

Postal Code: 220-8401

Phone: 81-45-224-9288 (General Affairs & Labor Section)
Fax: 81-45-224-9932

Mitsubishi Minatomirai Industrial Museum

Mitsubishi Juko Yokohama Bldg., 3-3-1, Minatomirai, Nishi-ku,
Yokohama

Postal Code: 220-8401

Phone: 81-45-224-9031 Fax: 81-45-224-9902

To protect the environment, this brochure is printed on 100% recycled
paper with non-VOC inks (containing no volatile organic compounds),
by a waterless printing method that generates no harmful wastewater.




