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(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the quarterly period ended February 28, 2007

OR

o  TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from                       to

Commission file number 001-32511
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(Address of Principal Executive Offices)

(303) 790-0600

(Registrant�s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. x YES  o NO

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated filer. See definition of
�accelerated filer and large accelerated filer� in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer o Accelerated filer x Non-accelerated filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). o YES  x NO

As of February 28, 2007, there were 44,826,213 shares of our Class A Common Stock outstanding and 13,750,000 shares of our Class B
Common Stock outstanding.
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PART I. FINANCIAL INFORMATION

Item 1. Financial Statements

IHS INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands except share data)

As of
February 28, 2007

As of
 November 30, 2006

(Unaudited)
Assets
Current assets:
Cash and cash equivalents $ 186,214 $ 180,034
Short-term investments 21 2,076
Accounts receivable, net 160,882 151,300
Deferred subscription costs 37,123 33,293
Deferred income taxes 10,001 7,758
Other 7,394 6,461
Total current assets 401,635 380,922
Non-current assets:
Property and equipment, net 52,281 53,096
Intangible assets, net 66,527 65,962
Goodwill, net 353,870 350,896
Prepaid pension asset 93,161 92,488
Other 976 937
Total non-current assets 566,815 563,379
Total assets $ 968,450 $ 944,301
Liabilities and stockholders� equity
Current liabilities:
Short-term debt $ � $ 500
Accounts payable 36,611 45,622
Accrued compensation 15,222 30,788
Accrued royalties 22,516 22,801
Other accrued expenses 36,848 36,047
Income tax payable 13,183 11,484
Deferred subscription revenue 221,961 191,229
Total current liabilities 346,341 338,471
Long-term debt 37 74
Accrued pension liability 12,737 12,309
Accrued post-retirement benefits 17,468 18,200
Deferred income taxes 4,587 2,788
Other liabilities 6,252 6,891
Minority interests 167 377
Commitments and contingencies
Stockholders� equity:
Class A common stock, $0.01 par value per share, 80,000,000 shares authorized,
45,254,550 and 45,265,794 shares issued, 44,826,213 and 45,042,232 shares
outstanding at February 28, 2007 and November 30, 2006, respectively 453 453
Class B common stock, $0.01 par value per share, 13,750,000 shares authorized,
issued and outstanding at February 28, 2007 and November 30, 2006 138 138
Additional paid in capital 182,652 175,027

(15,314 ) (7,551 )
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Treasury stock, at cost: 428,337 and 223,562 shares at February 28, 2007 and
November 30, 2006, respectively
Retained earnings 418,406 400,029
Accumulated other comprehensive loss (5,474 ) (2,905 )
Total stockholders� equity 580,861 565,191
Total liabilities and stockholders� equity $ 968,450 $ 944,301

See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands except per-share amounts)

Three Months Ended February 28,
2007 2006
(Unaudited)

Revenue:
Products $ 122,979 $ 106,582
Services 29,642 23,284
Total revenue 152,621 129,866
Operating expenses:
Cost of revenue:
Products 48,733 45,673
Services 17,005 15,190
Total cost of revenue (includes stock-based compensation expense of $351 and $1,095 for
the three months ended February 28, 2007 and 2006, respectively) 65,738 60,863
Selling, general and administrative (includes stock-based compensation expense of $6,985
and $2,571 for the three months ended February 28, 2007 and 2006, respectively) 57,891 45,165
Depreciation and amortization 4,580 3,370
Restructuring and offering charges (9 ) 2
Gain on sales of assets, net (751 ) �
Net periodic pension and post-retirement benefits (268 ) (516 )
Earnings in unconsolidated subsidiaries (44 ) (28 )
Other income, net (400 ) (403 )
Total operating expenses 126,737 108,453
Operating income 25,884 21,413
Interest income 1,654 914
Interest expense (133 ) (85 )
Non-operating income, net 1,521 829
Income from continuing operations before income taxes and minority interests 27,405 22,242
Provision for income taxes (9,043 ) (7,473 )
Income from continuing operations before minority interests 18,362 14,769
Minority interests 15 (25 )
Income from continuing operations 18,377 14,744
Discontinued operations:
Loss from discontinued operations, net � (1,280 )
Net income $ 18,377 $ 13,464
Income from continuing operations per share:
Basic (Class A and Class B common stock) $ 0.32 $ 0.26
Diluted (Class A and Class B common stock) $ 0.32 $ 0.26
Loss from discontinued operations per share:
Basic (Class A and Class B common stock) $ � $ (0.02 )
Diluted (Class A and Class B common stock) $ � $ (0.02 )
Net income per share:
Basic (Class A and Class B common stock) $ 0.32 $ 0.24
Diluted (Class A and Class B common stock) $ 0.32 $ 0.24
Weighted average shares:
Basic (Class A common stock) 43,844 42,125
Basic (Class B common stock) 13,750 13,750
Diluted (Class A common stock) 57,698 56,062
Diluted (Class B common stock) 13,750 13,750
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See accompanying notes.
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IHS INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Three Months Ended February 28,
2007 2006
(Unaudited)

Operating activities
Net income $ 18,377 $ 13,464
Reconciliation of net income to net cash provided by operating activities:
Depreciation and amortization 4,580 3,370
Stock-based compensation expense 7,336 3,920
Gain on sales of assets, net (751 ) �
Impairment of assets of discontinued operations � 1,012
Non-cash net periodic pension and post-retirement benefits (980 ) (726 )
Undistributed earnings of unconsolidated subsidiaries, net (44 ) �
Minority interests (206 ) 25
Deferred income taxes (447 ) 702
Change in assets and liabilities:
Accounts receivable, net (10,523 ) (10,183 )
Other current assets (4,797 ) (1,658 )
Accounts payable (8,841 ) 387
Accrued expenses (14,662 ) (15,629 )
Income taxes 1,883 (601 )
Deferred subscription revenue 32,172 28,425
Net cash provided by operating activities 23,097 22,508
Investing activities
Capital expenditures on property and equipment (3,305 ) (2,368 )
Change in other assets (1,137 ) 1,991
Purchase of investments � (5,113 )
Sales and maturities of investments 2,008 6,458
Acquisitions of businesses, net of cash acquired (8,269 ) (32,976 )
Proceeds from sales of assets 2,461 �
Net cash used in investing activities (8,242 ) (32,008 )
Financing activities
Net payments on debt (537 ) (16 )
Tax benefit from equity compensation plans 104 1,969
Repurchases of common stock (7,763 ) �
Net cash provided by (used in) financing activities (8,196 ) 1,953
Foreign exchange impact on cash balance (479 ) 911
Net increase (decrease) in cash and cash equivalents 6,180 (6,636 )
Cash and cash equivalents at the beginning of the period 180,034 132,365
Cash and cash equivalents at the end of the period $ 186,214 $ 125,729

See accompanying notes.
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IHS INC.

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS� EQUITY

(In thousands)

Shares of
Class A
Common
Stock

Class A
Common
Stock

Shares of
Class B
Common
Stock

Class B
Common
Stock

Additional
Paid-In
Capital

Treasury
Stock

Retained
Earnings

Accumulated
Other
Comprehensive
Income (Loss) Total

(Unaudited)
Balance at
November 30, 2006 45,042 $ 453 13,750 $ 138 $ 175,027 $ (7,551 ) $ 400,029 $ (2,905 ) $ 565,191
Stock-based award
activity (16 ) � � � 7,521 (185 ) � � 7,336
Tax benefit on vested
shares � � � � 104 � � � 104
Purchase of common
stock (200 ) � � � � (7,578 ) � � (7,578 )
Net income � � � � � � 18,377 � 18,377
Other comprehensive
income:
Foreign currency
translation adjustments � � � � � � � (2,569 ) (2,569 )
Comprehensive income,
net of tax 15,808
Balance at
February 28, 2007 44,826 $ 453 13,750 $ 138 $ 182,652 $ (15,314 ) $ 418,406 $ (5,474 ) $ 580,861

See accompanying notes.
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IHS INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1.             Basis of Presentation and Significant Accounting Policies

Nature of Operations

IHS Inc. (IHS, the Company, we, our, or us) is a publicly traded Delaware corporation. We are one of the leading global providers of critical
technical information, decision-support tools and services to customers in the energy, defense, aerospace, construction, electronics, and
automotive industries.

Consolidation Policy

The consolidated financial statements include the accounts of all wholly owned and majority-owned subsidiaries. All significant intercompany
accounts and transactions have been eliminated.

Unaudited Condensed Consolidated Financial Statements

The accompanying unaudited condensed consolidated financial statements reflect all adjustments, consisting of normal recurring accruals, which
are necessary for a fair presentation of the financial position, results of operations and cash flows for the periods presented. The accompanying
condensed consolidated financial statements include our accounts and the accounts of our majority-owned domestic and foreign subsidiaries. 
All significant intercompany transactions and balances have been eliminated in consolidation. These condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements for the year ended November 30, 2006.  The results of
operations for the three months ended February 28, 2007, are not necessarily indicative of the results that may be achieved for the full fiscal year
and cannot be used to indicate financial performance for the entire year.

The year-end condensed consolidated balance sheet data was derived from the audited November 30, 2006, balance sheet.

Results Subject to Seasonal Variations

Although our business model is broadly subscription based resulting in recurring revenue and cash flow, our business does have seasonal
aspects.  For example, certain sales of non-deferred subscriptions have occurred most frequently in our first and fourth quarters.  Consequently,
we generally have recognized a greater percentage of our revenue and income in those quarters.  Also, our first quarter benefits from the
inclusion of the results from CERAWeek, an annual energy executive gathering.

Subscriptions are generally paid in full within one to two months after the subscription period commences. As a result, the timing of our cash
flows generally precedes the recognition of revenue and income. Due to the historical timing and alignment of our sales to correspond to certain
of our customers� budget and funding cycles, our cash flow provided by operating activities tends to be higher in our first fiscal quarter as we
receive subscription payments.

Use of Estimates

The preparation of interim condensed consolidated financial statements in conformity with accounting principles generally accepted in the
United States requires us to make estimates and assumptions that affect the amounts reported and disclosed in the financial statements and the
accompanying notes. Actual results could differ materially from these estimates. On an ongoing basis, we evaluate our estimates, including those
related to the allowances for doubtful accounts, fair value of marketable securities and investments, fair value of acquired intangible assets and
goodwill, useful lives of intangible assets and property and equipment, and income taxes. We base our estimates on historical experience and on
various other assumptions that we believe to be reasonable, the results of which form the basis for making judgments about the carrying values
of assets and liabilities.
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Reclassification

Certain prior-year balances have been reclassified to conform to current-year presentation.

Income Taxes

Our effective quarterly tax rate is estimated based upon the effective tax rate expected to be applicable for the full fiscal year.

Our effective tax rate for the first quarter of 2007 was 33.0% compared to 33.6% for the prior-year period. The lower 2007 rate was principally
driven by the release of a portion of the valuation allowance carried on capital losses. There were no discrete period items in 2006.

New Accounting Pronouncements

In July 2006, the Financial Accounting Standards Board (FASB) issued FASB Interpretation No. 48, Accounting for Uncertainty in Income
Taxes�an interpretation of FASB Statement No. 109 (FIN 48), which provides clarification related to the process associated with accounting for
uncertain tax positions recognized in consolidated financial statements. FIN 48 prescribes a more-likely-than-not threshold for financial
statement recognition and measurement of a tax position taken, or expected to be taken, in a tax return. FIN 48 also provides guidance related to,
among other things, classification, accounting for interest and penalties associated with tax positions, and disclosure requirements. We are
required to adopt FIN 48 on December 1, 2007, the first day of our 2008 fiscal year, although early adoption is permitted. We are currently
evaluating the impact of adopting FIN 48 on our consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157). Among other requirements, SFAS No. 157
defines fair value and establishes a framework for measuring fair value and also expands disclosure about the use of fair value to measure assets
and liabilities. SFAS No. 157 is effective beginning the first fiscal year that begins after November 15, 2007. We are required to adopt SFAS
No. 157 on December 1, 2007, although earlier adoption is permitted.

In September 2006, FASB issued SFAS No. 158, Employer�s Accounting for Defined Benefit Pension and Other Postretirement Plans - an
Amendment of FASB Statements No. 87, 88, 106 and 132(R) (SFAS No. 158). SFAS No. 158 requires an employer that is a business entity and
sponsors one or more single employer benefit plans to (1) recognize the funded status of the benefit in its statement of financial position, (2)
recognize as a component of other comprehensive income, net of tax, the gains or losses and prior service costs or credits that arise during the
period but are not recognized as components of net periodic benefit cost, (3) measure defined benefit plan assets and obligations as of the date of
the employer�s fiscal year end statement of financial position and (4) disclose in the notes to financial statements additional information about
certain effects on net periodic benefit cost for the next fiscal year that arise from delayed recognition of the gains or losses, prior service costs on
credits, and transition asset or obligations. We plan to adopt SFAS No. 158 effective at the end of the Company�s fiscal year ending November
30, 2007. If SFAS No. 158 had been effective as of November 30, 2006, total assets would have been approximately $22 million lower, total
liabilities would have been approximately $5 million lower and shareholders� equity would have been approximately $17 million lower. Because
our net pension liabilities are dependent upon future events and circumstances, the impact at the time of adoption of SFAS No. 158 may differ
from these amounts. Adoption of SFAS No. 158 is not expected to have any effect on the Company�s compliance with its debt covenants.

In February 2007, the FASB issued SFAS No. 159, The Fair Value Option for Financial Assets and Financial Liabilities (SFAS No. 159). SFAS
No. 159 expands the use of fair value measurement by permitting entities to choose to measure many financial instruments and certain other
items at fair value that are not currently required to be measured at fair value. SFAS No. 159 is effective beginning the first fiscal year that
begins after November 15, 2007. We are required to adopt SFAS No. 159 on December 1, 2007, although earlier adoption is permitted.
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2.             Restructuring and Offering Charges

During the fourth quarter of 2006, we executed a restructuring initiative principally affecting our Engineering segment. This initiative was
undertaken to facilitate continued growth through the focus on a narrower group of products and services, exit non-core legacy applications and
improve our operational effectiveness. During the course of the restructuring, we reduced our aggregate workforce by approximately 40
employees.

The restructuring charge was incurred in its entirety during the fourth quarter of 2006. Approximately $1.9 million of the charge related to our
Engineering segment, $0.4 million pertained to our Energy segment, and $0.1 million related to Shared Services. The restructuring charge was
comprised entirely of employee severance and other termination benefits costs.

A reconciliation of the related accrued restructuring liability as of February 28, 2007 was as follows:

Employee
Severance and
Other
Termination
Benefits
(In thousands)

Balance at November 30, 2006 $ 2,046
Less: Amount paid during the period ended February 28, 2007 (1,507 )
Balance at February 28, 2007 $ 539

3.             Discontinued Operations

During the third quarter of 2005, a business in our Energy segment was classified as being held for sale. We continually evaluate opportunities
to align our business activities within core operations. The business held for sale was a manufacturing operation, which is not a part of our core
operations.

During the first quarter of 2006, we revised our estimate, and wrote down the value, of the assets of the discontinued operation $1.0 million
based on what we had experienced to date in the sales process. During the third quarter of 2006, we sold the business to an unrelated third party
for approximately $0.3 million and recognized a loss of less than $0.1 million on the sale of the business.

For all of the periods presented, the related results of operations are shown as a discontinued operation, net of tax, in our condensed consolidated
statements of operations and cash flows.

Operating results of the discontinued operations for the three months ended February 28, 2007 and 2006 were as follows:

Three Months Ended February 28,
2007 2006
(In thousands)

Revenue $ � $ 179
Loss from discontinued operations $ � $ (1,905 )
Tax benefit � 625
Loss from discontinued operations, net $ � $ (1,280 )

9
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4.             Commitments and Contingencies

We are a party to various legal proceedings that arise in the ordinary course of business.  In the opinion of management, none of these actions,
either individually or in the aggregate, is expected to have a material adverse affect on our financial condition, liquidity or results of operations.

5..            Other Comprehensive Income (Loss)

Our comprehensive income (loss) for the three months ended February 28, 2007 and 2006 was as follows:

Three Months Ended
February 28,
2007 2006

Net income $ 18,377 $ 13,464
Other comprehensive income (loss):
Foreign currency translation adjustment (2,569 ) 2,664
Minimum pension liability adjustment � (69 )
Unrealized gains on foreign currency hedges, net of tax � 761
Unrealized gains on short-term investments, net of tax � 11
Total other comprehensive income, net of tax $ 15,808 $ 16,831

6.             Stock-based Compensation

On February 28, 2007, we had one share based compensation plan: the Amended and Restated IHS Inc. 2004 Long-Term Incentive Plan (LTIP).
The LTIP provides for the grant of non-qualified stock options, incentive stock options, stock appreciation rights, restricted stock, restricted
stock units, performance units and performance shares, cash-based awards, other stock based awards and covered employee annual incentive
awards. The 2004 Directors Stock Plan, a sub-plan under the LTIP, provides for the grant of restricted stock and restricted stock units to
non-employee directors as defined in that plan. We believe that such awards better align the interests of our employees and non-employee
directors with those of our shareholders.

We have authorized a maximum of 7 million shares, minus the number of shares relating to any award granted and outstanding as of, or
subsequent to, the effective date under any other of our equity compensation plans, unless shares used to satisfy such award are shares
repurchased from the open market.

Stock-based compensation expense that has been charged against income for those plans was as follows:

Three Months Ended
February 28,
2007 2006
(In thousands)

Cost of revenue $ 351 $ 1,095
Selling, general and administrative 6,985 2,571
Stock-based compensation expense $ 7,336 $ 3,666

Total income tax benefit recognized in the income statement for share-based compensation arrangements for the three months ended February
28 was as follows:

2007 2006
(In thousands)

Income tax benefit $ 2,714 $ 1,356

No compensation cost was capitalized during the three months ended February 28, 2007 and 2006.
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SFAS 123(R) requires forfeitures to be estimated at the grant date. Accordingly, compensation cost is recognized based on the number of awards
expected to vest. There may be adjustments in future periods if actual forfeitures differ from our estimates. Our forfeiture rate is based upon
historical experience as well as anticipated employee turnover considering certain qualitative factors.

Total compensation expense related to nonvested awards, both share awards and stock options, not yet recognized was $58.1 million as of
February 28, 2007, with a weighted-average recognition period of approximately 1¾ years.

Nonvested Stock.  Share awards generally vest from one to four years. Share awards are generally subject to graded
vesting but we do have a limited number of share awards subject to cliff vesting. The fair value of nonvested stock is
based on the fair value of our common stock on the date of grant. We amortize the value of share awards to expense
over the vesting period on a straight-line basis. For awards with performance conditions, an evaluation is made each
quarter as to the likelihood of the performance criteria being met. Compensation expense is then adjusted to reflect the
number of shares expected to vest and the cumulative vesting period met to date.

A summary of the status of our nonvested shares as of February 28, 2007, and changes during the three months ended February 28, 2007, was as
follows:

Shares

Weighted-
Average Grant
Date Fair Value

(in thousands)
Balances, November 30, 2006 1,721 $ 18.57
Granted 1,023 $ 36.54
Vested (22 ) $ 14.20
Forfeited (27 ) $ 24.69
Balances, February 28, 2007 2,695 $ 25.36

The total fair value of nonvested stock that vested during the three months ended February 28, 2007, was $0.8 million based on the
weighted-average fair value on the vesting date and $0.3 million based on the weighted-average fair value on the date of grant.

Stock Options.  Option awards are granted with an exercise price equal to the fair market value of our stock at the date of
grant. Options outstanding as of February 28, 2007, vest in various ways over a period of 3-to-4 years of continuous
service and have 8-year contractual terms. Certain option and share awards provide for accelerated vesting if there is a
change in control (as defined in the plans).

The fair value of each option award was estimated on the date of grant using the Black-Scholes pricing model that used the assumptions noted in
the following table:

Three Months
Ended
February 28,
2007

Dividend yield 0.0 %
Expected volatility 30.66 %
Risk-free interest rate 4.92 %
Expected term (in years) 5.0
Weighted average fair value of stock options granted $ 13.57

We had no options outstanding during the three months ended February 28, 2006. Our dividend yield is 0.0% since we have no history of paying
dividends and currently have no plan to do so. Our expected volatility is determined periodically using a basket of peer company historical
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contractual terms. Our risk-free interest rate is the treasury-bill rate for the period equal to the expected term based on the Treasury note strip
principal rates as reported in well-known and widely used financial sources. Our expected term is the average of the contractual term of the
option and the vesting period (i.e., the �shortcut method�).

The following table summarized changes in outstanding stock options during the three months ended February 28, 2007, as well as options that
are vested and expected to vest and stock options exercisable at February 28, 2007:

Shares

Weighted-
Average
Exercise
Price

Weighted-
Average
Remaining
Contractual
Term

Aggregate
Intrinsic
Value

(in thousands) (in thousands)
Outstanding at November 30, 2006 99 $ 30.80
Granted 193 $ 37.65
Exercised � �
Forfeited (3 ) $ 37.65
Outstanding at February 28, 2007 289 $ 35.31 3.0 $ 660
Vested and expected to vest at February 28, 2007 285 $ 35.31 3.0 $ 660
Exercisable at February 28, 2007 � � � $ �

The aggregate intrinsic value amounts in the table above represent the difference between the closing price of our common stock on February
28, 2007, which was $37.47, and the exercise price, multiplied by the number of in-the-money stock options as of the same date. This represents
the amount that would have been received by the stock option holders if they had all exercised their stock options on February 28, 2007. In
future periods, this amount will change depending on fluctuations in our stock price. The total intrinsic value of stock options exercised during
the three months ended February 28, 2007 was $0.

7.  Pensions and Postretirement Benefits

We have defined-benefit plans and defined-contribution plans. Our defined-benefit plans consist of a non-contributory retirement plan for all of
our U.S. employees with at least one year of service (U.S. RIP), a pension plan that covers certain employees of one of our United
Kingdom-based subsidiaries (U.K. RIP), and a supplemental income plan (SIP) for certain company executives.
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Our net periodic pension (income) expense was comprised of the following:

Three Months Ended February 28, 2007 Three Months Ended February 28, 2006
U.S.
RIP

U.K.
RIP SIP Total

U.S.
RIP

U.K.
RIP SIP Total

(In thousands)
Service costs incurred $ 1,569 $ 286 $ 48 $ 1,903 $ 911 $ 212 $ 47 $ 1,170
Interest costs on projected
benefit obligation 2,720 540 104 3,364 2,709 369 97 3,175
Expected return on plan assets (5,078 ) (447 ) � (5,525 ) (5,060 ) (352 ) � (5,412 )
Amortization of prior service
cost (118 ) � 22 (96 ) (33 ) � 31 (2 )
Amortization of actuarial loss 375 300 30 705 231 141 25 397
Amortization of transitional
obligation/(asset) (142 ) � 10 (132 ) (142 ) � 10 (132 )
Net periodic pension benefit
(income) expense $ (674 ) $ 679 $ 214 $ 219 $ (1,384 ) $ 370 $ 210 $ (804 )

Our net periodic post-retirement benefit (income) expense was comprised of the following for the three months ended February 28:

2007 2006
(In thousands)

Service costs incurred $ 34 $ 177
Interest costs 148 294
Amortization of prior service amounts (807 ) (269 )
Amortization of net actuarial loss 138 86
Net periodic post-retirement benefit (income) expense $ (487 ) $ 288

8.             Earnings per Share

Earnings per common share (EPS) are computed in accordance with SFAS No. 128, Earnings per Share. Basic EPS is computed by dividing net
income by the weighted average number of common shares outstanding during the period. Diluted EPS reflects the potential dilution that could
occur if securities or other contracts to issue common stock were exercised or converted into common shares.

Our authorized capital stock consists of 80,000,000 shares of Class A common stock and 13,750,000 shares of Class B common stock.  These
classes have equal dividend rights and liquidation rights. However, the holders of our Class A common stock are entitled to one vote per share
and holders of our Class B common stock are entitled to ten votes per share on all matters to be voted upon by the stockholders. Each share of
Class B common stock is convertible at any time at the option of the holder into one share of Class A common stock and will automatically
convert, without any action by the holder, upon the earlier of the occurrence of specified events or November 16, 2009.
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We use the two-class method for computing basic and diluted EPS amounts. We calculated undistributed earnings as follows:

Three Months Ended
February 28,
2007 2006
(In thousands)

Net income $ 18,377 $ 13,464
Less: dividends � �
Undistributed earnings $ 18,377 $ 13,464

Weighted average common shares outstanding are calculated as follows:

Three Months Ended February 28,
2007 2006
Class A Class B Class A Class B
(In thousands)

Weighted average common shares outstanding:
Shares used in basic per-share calculation 43,844 13,750 42,125 13,750
Effect of dilutive securities:
Deferred stock units 9 � 145 �
Restricted shares 95 � 42 �
Options � � � �
Assumed conversion of Class B shares 13,750 � 13,750 �
Shares used in diluted per-share calculation 57,698 13,750 56,062 13,750
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Undistributed earnings and calculated basic and diluted EPS amounts are calculated as follows:

Three Months Ended February 28,
2007 2006
Class A Class B Class A Class B
(In thousands)

Basic
Weighted average shares outstanding 43,844 13,750 42,125 13,750
Divided by: Total weighted average shares outstanding (Class A and Class B) 57,594 57,594 55,875 55,875
Multiplied by: Undistributed earnings $ 18,377 $ 18,377 $ 13,464 $ 13,464
Subtotal $ 13,990 $ 4,387 $ 10,151 $ 3,313
Divided by: Weighted average shares outstanding 43,844 13,750 42,125 13,750
Earnings per share $ 0.32 $ 0.32 $ 0.24 $ 0.24

Diluted
Weighted average shares outstanding 57,698 13,750 56,062 13,750
Divided by: Total weighted average shares outstanding (Class A and Class B) 57,698 57,698 56,062 56,062
Multiplied by: Undistributed earnings $ 18,377 $ 18,377 $ 13,464 $ 13,464
Subtotal $ 18,377 $ 4,379 $ 13,464 $ 3,302
Divided by: Weighted average shares outstanding 57,698 13,750 56,062 13,750
Earnings per share $ 0.32 $ 0.32 $ 0.24 $ 0.24

9.             Segment Information

We have two reportable segments: Energy and Engineering. Our Energy segment develops and delivers critical oil and gas industry data on
exploration, development, production, and transportation activities to major global energy producers and national and independent oil
companies. Our Energy segment also provides operational, research, and strategic advisory services to these customers, as well as to utilities and
transportation, petrochemical, coal, and power companies. Our Engineering segment provides solutions incorporating technical specifications
and standards, regulations, parts data, design guides, and other information to customers in its targeted industries. Both segments primarily
derive their revenue from subscriptions.

Information as to the operations of our two segments is set forth below based on the nature of the offerings. Our Chairman and Chief Executive
Officer and his direct reports represent our chief operating decision maker as defined by SFAS No. 131, Disclosures about Segments of an
Enterprise and Related Information, and they evaluate segment performance based primarily on revenue and operating profit. The accounting
policies of our segments are the same as those described in the summary of significant accounting policies (see Note 2 to our consolidated
financial statements included in our 2006 Form 10-K).

No single customer accounted for 10% or more of our total revenue for the three months ended February 28, 2007 or 2006. There are no material
inter-segment revenues for any period presented.

We are in the process of consolidating back-office functions and moving to a shared-services model. Consequently, we are changing our internal
structure causing the composition of our internal segments to change. Previously, we allocated certain shared costs, such as general and
administrative expenses and depreciation and amortization expense, to our two segments.  Starting in the first quarter of 2007, we no longer
allocate shared costs to our two segments.  Accordingly, the following prior-year amounts have been reclassified to conform to the current-year
presentation.
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Energy Engineering
Shared
Services

Consolidated
Total

(In thousands)
Three Months Ended February 28, 2007
Revenue $ 86,746 $ 65,875 $ � $ 152,621
Segment operating income 27,045 12,985 (14,146 ) 25,884
Depreciation and amortization 2,678 1,405 497 4,580
Three Months Ended February 28, 2006
Revenue $ 68,237 $ 61,629 $ � $ 129,866
Segment operating income 19,193 11,270 (9,050 ) 21,413
Depreciation and amortization 1,701 1,460 209 3,370

16

Edgar Filing: IHS Inc. - Form 10-Q

21



Item 2.  Management�s Discussion and Analysis of Financial Condition and Results of Operations

Forward-Looking Statements

This discussion contains statements that relate to IHS�s future plans, objectives, expectations, performance, events and the like that may
constitute �forward-looking statements� within the �safe harbor� provisions of the Private Securities Litigation Reform Act of 1995, Section 27A of
the Securities Act of 1933, and Section 21E of the Securities Exchange Act of 1934. Words such as �may,� �could,� �should,� �would,� �believe,� �expect,�
�anticipate,� �estimate,� �intend,� �seeks,� �plan,� �project,� �continue,� �predict� and other words or expressions of similar meaning are intended to identify
forward-looking statements, although not all forward-looking statements contain these identifying words. These statements are based on our
current expectations about future events or results and information that is currently available to us, involve assumptions, risks and uncertainties,
and speak only as of the date on which such statements are made. Our actual results may differ materially from those expressed or implied in
these forward-looking statements. Those factors include, but are not limited to, our ability to obtain content from third parties (including
Standards Development Organizations) on commercially reasonable terms, changes in demand for IHS�s products and services, changes in the
energy industry, our ability to develop new products and services, pricing and other competitive pressures, risks associated with the integration
of acquisitions, changes in laws and regulations governing our business and certain other factors discussed under the caption �Risk Factors� in the
MD&A section of our 2006 Form 10-K, and in our other filings with the SEC. IHS undertakes no duty to update, whether as a result of new
information, future events or otherwise, unless required by law.

Overview

Results of Operations

IHS is one of the leading global providers of critical technical information, decision-support tools, and related services to customers in the
energy, defense, aerospace, construction, electronics, and automotive industries. We have developed a comprehensive collection of technical
information that is highly relevant to the industries we serve. Our decision-support tools enable our customers to quickly and easily search and
analyze this information and integrate it into their work flows. Our operational, research, and strategic advisory services combine this
information and these tools with our extensive industry expertise to meet the needs of our customers. Our customers rely on these offerings to
facilitate decision making, support key processes, and improve productivity. Our customers range from governments and large multinational
corporations to smaller companies and technical professionals in more than 100 countries. We manage our business through our Energy and
Engineering operating segments.

Our Energy segment develops and delivers critical oil and gas industry data on exploration, development, production, and transportation
activities to major global energy producers and oil companies. We also provide decision-support tools and operational, research, and strategic
advisory services to these customers, as well as to utilities and transportation, petrochemical, coal, and power companies. For example, major
global oil companies use our offerings to support a broad range of decision-making processes that identify attractive exploration investments,
assess the likelihood of successful oil production projects, and develop detailed planning scenarios.

Our Engineering segment provides offerings in two broad categories of products: technical standards and parts information. These products
include a broad range of technical specifications and standards, regulations, parts data, design guides, and other information for customers in our
targeted industries. We also have expertise in developing decision-support tools that enhance the accessibility and usability of this information.
We offer targeted advisory services that are designed to maximize the utilization and integration of our information within our customers�
business processes. We serve some of the largest engineering-intensive companies around the world in the defense, aerospace, construction,
electronics, and automotive industries. For example, we provide some of the largest aerospace companies with desktop access to industry
specifications and standards; parts, logistics, and procurement data; engineering methods; and related analytical tools.

We sell our offerings primarily through subscriptions. As a result of our subscription-based business model and historically high renewal rates,
we generate recurring revenue and cash flow. We generally recognize revenue from subscriptions (which are usually for one-year periods)
ratably over the term of the subscription. However, our business
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does have seasonal aspects. For example, certain sales of non-deferred subscriptions have occurred most frequently in our first and fourth
quarters. Consequently, we generally have recognized a greater percentage of our revenue and income in those quarters. Also, our first quarter
benefits from the inclusion of the results from CERAWeek, an annual energy executive gathering.

Subscriptions are generally paid in full within one to two months after the subscription period commences. As a result, the timing of our cash
flows generally precedes the recognition of revenue and income. Due to the historical timing and alignment of our sales to correspond to certain
of our customers� budget and funding cycles, our cash flow provided by operating activities tends to be higher in the first quarter of our fiscal
year as we receive subscription payments.

We serve some of the world�s largest corporations across multiple industries, as well as governments and other organizations, in more than 100
countries. We generate approximately half of our total revenue from outside the United States. Our primary operations outside the United States
are in the United Kingdom, Canada, and Switzerland. Our operating profit outside the United States has historically exceeded our domestic
operating profit.

Segment Information

Three Months Ended
February 28,
2007 2006
(In thousands)

Energy revenue $ 86,746 $ 68,237
Engineering revenue 65,875 61,629
Total revenue $ 152,621 $ 129,866
Energy $ 27,045 $ 19,193
Engineering 12,985 11,270
Shared services (14,146 ) (9,050 )
Operating income $ 25,884 $ 21,413

Three Months Ended February 28, 2007 Compared to the Three Months Ended February 28, 2006

Revenue.  Revenue was $152.6 million for the three months ended February 28, 2007, compared to $129.9 million for
the three months ended February 28, 2006, an increase of $22.7 million or 17%. Revenue increased primarily due to
organic growth, which contributed $16.4 million.  Acquisitions grew revenue by $3.4 million and the impact of
foreign currency added $2.9 million.

Revenue for our Energy segment was $86.7 million for the three months ended February 28, 2007, compared to $68.2 million for the three
months ended February 28, 2006, an increase of $18.5 million or 27%. The increase was principally due to organic growth, which contributed
$14.2 million.  Additionally, acquisitions added $3.4 million. Favorable foreign currency movements grew revenue by $0.9 million. Organic
growth during the first quarter of 2007 was primarily driven by price increases, growth in certain critical information subscription products,
stronger results from CERAWeek, and higher demand for services.

Revenue for our Engineering segment was $65.9 million for the three months ended February 28, 2007, compared to $61.6 million for the three
months ended February 28, 2006, an increase of $4.3 million or 7%. Organic growth contributed $2.2 million and foreign currency movements
added $2.0 million. Organic growth was driven by increased sales in our specifications-and-standards and parts-management offerings.

Cost of Revenue.  Cost of revenue was $65.7 million for the three months ended February 28, 2007, compared to $60.9
million for the three months ended February 28, 2006, an increase of $4.8 million or 8%. As a percentage of revenue,
cost of revenue decreased to 43.1% from 46.9%. Margins within our Energy segment increased principally due to the
additional revenue discussed above coupled with our ability to leverage a relatively fixed-cost structure. Similarly,
margins within our Engineering segment improved slightly, principally due to increased revenue and relatively flat
expenses.
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Selling, General and Administrative Expenses.  Selling, general and administrative expenses (SG&A) were $57.9 million for
the three months ended February 28, 2007, compared to $45.2 million for the three months ended February 28, 2006,
an increase of $12.7 million or 28%. Stock-based compensation expense increased $4.4 million. As a percentage of
revenue and excluding stock-based compensation expense, SG&A was 33.4% for the three months ended February
28, 2007, up from 32.8% for the three months ended February 28, 2006. SG&A increased primarily due to increased
sales-and-marketing and back-office costs to support increased sales and CERAWeek, merit increases, additional
headcount, and higher professional fees.  Acquisitions contributed $0.5 million of the increase. Foreign-currency
movements also increased SG&A by $1.1 million.

Depreciation and Amortization Expenses.  Depreciation and amortization expenses were $4.6 million for the three months
ended February 28, 2007, compared to $3.4 million for the three months ended February 28, 2006, an increase of $1.2
million or 35%. The increase was primarily due to acquisitions.

Operating Income.  Operating income was $25.9 million for the three months ended February 28, 2007, compared to
$21.4 million for the three months ended February 28, 2006, an increase of $4.5 million or 21%. As a percentage of
revenue, operating income increased to 17.0% for the three months ended February 28, 2007 from 16.5% for the three
months ended February 28, 2006.

Operating income for our Energy segment was $27.0 million for the three months ended February 28, 2007, compared to $19.2 million for the
three months ended February 28, 2006, an increase of $7.8 million or 41%. The increase was primarily attributable to increased revenue
discussed above coupled with contained investment. Acquisitions contributed $1.5 million.

 Operating income for our Engineering segment was $13.0 million for the three months ended February 28, 2007, compared to $11.3 million for
the three months ended February 28, 2006, an increase of $1.7 million or 15%. Operating income increased due to increased sales in our
specifications-and-standards business and improved results in our parts-management offerings.

Operating loss for our shared services was $14.1 million for the three months ended February 28, 2007, compared to $9.1 million for the three
months ended February 28, 2006, an increase of $5 million or 55%.  Increased stock-based compensation expense contributed $3.7 million.
Annual merit salary increases, additional headcount and costs associated with our ongoing transformational initiatives also contributed to the
increase.

 Provision for Income Taxes.  Our effective tax rate for the three months ended February 28, 2007 was 33.0%, compared
to 33.6% for the three months ended February 28, 2006. The lower 2007 rate was principally driven by the release of a
portion of the valuation allowance carried on capital losses.  There were no discrete items in 2006.

Financial Condition

Accrued Compensation.  Accrued compensation was $15.2 million as of February 28, 2007, compared to $30.8 million as
of November 30, 2006, a decrease of $15.6 million or 51%. The decrease was primarily attributable to disbursement
of annual bonuses during the first quarter.

Deferred Revenue. Deferred revenue was $222.0 million as of February 28, 2007, compared to $191.2 million as of
November 30, 2006, an increase of $30.8 million or 16%. The increase was primarily attributable to the seasonal
nature of our invoicing which generally peaks during the first quarter.

Liquidity and Capital Resources

As of February 28, 2007, we had cash and cash equivalents of $186.2 million, short-term investments of less than $0.1 million, and virtually no
debt. We have generated strong cash flows from operations over the last few years. As a result of these factors, as well as the availability of
funds under our credit facility, we believe we will have sufficient cash to meet our working capital and capital expenditure needs.
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Our future capital requirements will depend on many factors, including the timing and extent of spending to support product development
efforts, the expansion of sales and marketing activities, the timing of introductions of new products, increased administrative costs of being a
public company, changing technology, and the continued
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market acceptance of our offerings. We could be required, or could elect, to seek additional funding through public or private equity or debt
financing for any possible future acquisitions. Additional funds may not be available on terms acceptable to us or at all. We expect our capital
expenditures, excluding potential acquisitions, to be less than $11 million for 2007.

Share Repurchase Program

As announced last quarter, our board of directors approved a plan allowing us to acquire up to one million of our Class A common shares per
year in the open market to help offset the dilutive effect of our employee equity programs.  We purchased 200,000 shares during the first quarter
of 2007 for approximately $7.6 million, or an average price of $37.90 per share. In addition, we continue to accept the surrender of shares by
employees to cover their taxes due upon the vesting of employee-equity awards. We accepted approximately 5,000 shares during the first quarter
of 2007 for approximately $0.2 million.

Cash Flows

Net cash provided by operating activities was approximately $23.1 million for the three months ended February 28, 2007, compared to $22.5
million for the three months ended February 28, 2006, an increase of $0.6 million. The increase was primarily generated by higher sales
combined with increasing margins, partially offset by working capital changes, including higher bonus disbursements and tax payments.

Net cash used in investing activities was approximately $8.2 million for the three months ended February 28, 2007, compared to $32.0 million
for the three months ended February 28, 2006. The change is driven primarily by acquisitions.  In 2007, we disbursed $8.0 million for the
purchase of the assets of an oil-and-gas-data company. In 2006, we disbursed approximately $33 million for the purchase of a
content-and-data-services business for our Engineering segment.

Net cash used in financing activities was $8.2 million for the three months ended February 28, 2007.  Net cash provided by financing activities
was $2.0 million during the three months ended February 28, 2006.  Beginning first quarter 2007, we started purchasing our own common stock
in the open market. We repurchased approximately 200,000 shares for approximately $7.6 million.

Credit Facility

We are a party to a $125 million unsecured revolving credit agreement (the Revolver), which allows us, under certain conditions, to increase the
facility to a maximum of $250 million. The agreement expires in January 2010.

The interest rates for borrowing under the Revolver are based upon our Leverage Ratio, which is the ratio of Consolidated Funded Indebtedness
to rolling four quarter Consolidated Earnings Before Interest Expense, Taxes, Depreciation and Amortization (EBITDA), as defined in the
Revolver. The rate ranges from the applicable LIBOR plus 75 basis points to 160 basis points or the agent bank�s base rate. The facility fee is
payable periodically and is 15 or 25 basis points based upon our Leverage Ratio. The Revolver contains certain financial and other covenants,
including limitations on capital lease obligations, maximum Leverage Ratio, and maintenance of a Fixed Charge Coverage Ratio, as defined in
the Revolver.

As of February 28, 2007, we were in compliance with all of the covenants in the agreement and had no outstanding borrowings. However, we
had letters of credit totaling approximately $1.8 million as of February 28, 2007.

Off-Balance Sheet Transactions

We have no off-balance sheet transactions.

Critical Accounting Policies

Our management makes a number of significant estimates, assumptions and judgments in the preparation of our financial statements. See
�Management�s Discussion and Analysis and Results of Operations�Critical Accounting
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Policies and Estimates� in our 2006 Form 10-K for a discussion of the estimates and judgments necessary in our accounting for revenue
recognition, valuation of long-lived and intangible assets and goodwill, income taxes,  pension and post-retirement benefits, and stock-based
compensation.
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Item 3.  Quantitative and Qualitative Disclosure About Market Risk

For information regarding our exposure to certain market risk, see Item 7A, �Quantitative and Qualitative Disclosures About Market Risk,� in our
2006 Form 10-K. There were no material changes to our market risk exposure during the first three months of 2007.
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Item 4.  Controls and Procedures

(a) Evaluation of disclosure controls and procedures.

Under the supervision and with the participation of the Company�s management, including the Chief Executive Officer and Chief Financial
Officer, the Company has evaluated the effectiveness of its disclosure controls and procedures pursuant to Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as of the end of the period covered by this report. Based on that evaluation, the Chief Executive Officer
and Chief Financial Officer concluded that the Company�s disclosure controls and procedures as defined in Rules 13a-15(e) and 15d-15(e) under
the Securities Exchange Act of 1934, as amended, are effective in ensuring that all material information required to be filed in this quarterly
report has been made known to them in a timely fashion.

 (b) Changes in internal control over financial reporting.

There were no changes in our internal control over financial reporting that occurred during the period covered by this Form 10-Q that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1.  Legal Proceedings

From time to time, we are involved in litigation, most of which is incidental to our business. In our opinion, no litigation to which we currently
are a party is likely to have a material adverse effect on our results of operations or financial condition.

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

Items 2(a) and (b) are inapplicable.

(c)  The following table provides a month-to-month summary of the share repurchase activity under the current
stock repurchase program during the three months ended February 28, 2007:

Period

Total Number
of Shares
Purchased

Average Fair
Market Value
per Share

Total Number
of Shares
Purchased as
Part of Publicly
Announced
Plans or
Programs

Maximum
Number of
Shares That
May Yet Be
Purchased
Under the
Plans or
Programs

December 1 � December 31, 2006 � $ � � 1,000,000
January 1 � January 31, 2007 54,000 $ 37.59 54,000 946,000
February 1 � February 28, 2007 146,000 $ 38.01 146,000 800,000
Total 200,000 $ 37.90 200,000 (1) 800,000 (1)

(1)  During 2006, our board of directors authorized the repurchase of up to one million IHS shares of Class A
common stock to more fully offset the dilutive effect of our employee equity programs. Repurchases will be made
from time to time in the open market. This table does not include the surrender of common shares by employees to the
company to cover taxes due by employees upon the vesting of employee-equity awards.

Item 6.  Exhibits

 (a)  Index of Exhibits

The following exhibits are filed as part of this report:

Exhibit
Number Description
31.1* Certification of the Chief Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act.
31.2* Certification of the Chief Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act.
32.1* Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

*  Filed electronically herewith.
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SIGNATURE

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized, on March 22, 2007.

IHS INC.

By: /s/ Heather Matzke-Hamlin
Name: Heather Matzke-Hamlin
Title: Senior Vice President and Chief Accounting Officer
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EXHIBIT INDEX

Exhibit
Number Description
31.1* Certification of the Chief Executive Officer Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act.
31.2* Certification of the Chief Financial Officer Pursuant to Rules 13a-14(a) and 15d-14(a) of the Securities Exchange Act.
32.1* Certification of the Chief Executive Officer and Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

*  Filed electronically herewith.
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