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Overview of Ship & Offshore Structure Company

Product/ . Construction

Ship & Merchant ships - LNG carriers Sakaide Works
Offshore - LPG carriers
Structure - LNG bunkering ships
-+ Operating support
systems
(SOPass)

- Liquefied hydrogen Kobe Works
carriers

- Container ships China

- Bulk carriers - NACKS
- Large tankers - DACKS
« Pure car carriers (PCC)

Submarines/ - Submarines Kobe Works
special ships - Jetfoils
e . - Research ships
- Patrol ships
- Autonomous underwater
vehicles (AUV)

Merchant ships
Submarines/special ships

28.4, FY2018 50,5,
Net sales

36% 78.9 64%

billion yen

Group sales for Ship & Offshore Structure
Company
(total value including NACKS/DACKS sales)

Approx. 180 billion yen
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Business Strategy of Ship & Offshore Structure Company

) . o Forecast of regional LNG demand
= Excessive building capacity in world

= Prolonged poor shipping market 600mtpa

500mtpa

m
) . . -
< W = Movements in large-scale mergers of shipbuilding
g' & companies in South Korea and China 400mtpe 7
— . . . . 300mtpa
2 3 = Increasing demand for LNG carriers in line with o
3 g expanding LNG demand in Asia " ’
® »n . . . mtea
3 = Increasing demand for environmentally friendly —
e+ ShipS due to Strengthnened environmental 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
regU|at|0nS Europe Middle East/ America B Asia

Africa

*Source: FGE Analysis (2018)

= Abundant construction experience and

accumulated technology for gas-related vessels Forecast of new shipbuilding demand f
(LNG/LPG carriers) or LNG carriers
= Cost competitiveness through integrated 830 R -
operations with Chinese affiliates (NACKS/DACKS) | 8o | —=T
= Sophisticated submarine technology N i s N NN
= Advanced technology in developing liquefied 650 S A EEEEEN .
hydrogen carriers 60 — R NF@-9—o

550
500

450
= Securing orders for gas-related vessels 200

2018201520202021202220232024202520262027202820292030

© 2019 Kawasaki Heavy Industries, Ltd. All Rights Reserved B-K Kawasaki n

Powering your potential

*In-house survey




Business Strategy of Ship & Offshore Structure Company

Steady Achievement of priority measures

for business restructuring plan

Priority measures Progress
1  Merchant ship construction Domestic operation for merchant ship construction reduced by about
to be focused at Chines 20% (FY2015 — FY2018)
Affiliates No. 2 dock at DACKS went into operation (March 2019)

Started detailed examination of licensing the construction
technology of LNG carrier to DACKS

2  Productivity improvement/ Promoting KPS and cost engineering activities
material cost reduction Stage gates toward relevant targets having been cleared successfully

3  Fixed cost reduction (1) 10% reduction in personnel related cost (Oct. 2016 — Apr. 2019)
(2) Department fixed costs reduced by 12% (FY2016 — FY2018)
(3) Invested capital reduced by 24% (end of FY2016 — end of FY2018)

4  Development of new (1) Development of liquefied hydrogen carriers progressed as

business foundations scheduled.
Keel of liquefied hydrogen pilot ship having been laid on building
berth (Jun. 2019)
(2) Completion of transfer of engineers dedicated in offshore
business to new businesses
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Business Strategies by Product/Market | Fr2018 sales ¥50.5 billion
~ Merchant Ships ~ — FY2021 sales ¥58.0 billion

Business stage: business reform Role during MTBP: improving profitability

(1) Strengthening integrated operation with Chinese Affiliates (NACKS/DACKS) and
licensing the construction technology of gas-related vessels

- Licensing the construction technology of LNG carrier to DACKS, and making
competitiveness through shared construction between Sakaide works and DACKS

- Licensing the construction technology of LPG carrier to NACKS and getting orders from
Chinese shipowners, etc.

- Sakaide works to be focused on it function as a mother yard

(2) Developing liguefied hydrogen carriers.
Pilot ship to be completed in FY2020 and moving forward for larger sizes.

(3) Expansion in sales of SOPass (Ship Operation Performance analysis support system) and FGSS
(fuel gas supply system)
Differentiating by utilizing engineering knowledge accumulated in LNG ship

construction
(4) Development and securing orders of floating LNG power plants

B0 R X 5(b

NACKS (Nantong, China)

DACKS (Dalian, China) Liquefied hydrogen carrier
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Business Strategies by Product/Market | Fr2018 sales ¥28.4 billion
~ Submarines/Specia| Ships ~ — FY2021 sales ¥32.0 billion

Business stage: stable/recovery Role during MTBP: securing stable revenue

(1)Submarines
- Strengthening R&D system toward receiving orders for subsequent new submarine
- Expansion in earnings for lifecycle business due to increasing number of submarines

(2) Jetfoils
Completion of a new Jetfoil in FY2020 as scheduled after a 25-year absent, and
securing orders responding to subsequent replacement demands

(3) AUV commercialization
Establishing business model mainly through KSUK (uk subsidiary) toward the entry into
market in FY2021.

d

Submarines Jetfoils AUV (Autonomous Underwater Vehicle)
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FY2019 MTBP Quantitative Goals

Net sales

(Unit: 100 million yen)

1,200

1,000

800

600

400

200

0

956
I 789

FY2017 FY2018 FY2019 FY2020

900

FY2021

Operating profit 30

(Unit: 100 million yen) (8.8%)

30

ey D
10

@ 3.3%
-3.9% 1.3%
0
FY2018 FY2019 FY2020 FY2021

(10)

(20) (Pre-tax ROIC)
Operating margin
(30)
(40)

(50) (—21.30/0)

® Sales and operating profit to increase in new business (AUV, SOPass)
and due to supplying core components through integrated operations
with Chinese affiliates (NACKS/DACKS)

Sales of new ships (gas-related vessels, submarines, etc.) are flat

® Additional reduction of fixed costs and continuous activities of KPS and

cost engineering
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Measures for Improving Operating Profit

 FY2018 results: 1 billion yen = FY2021 plan: 3 billion yen _
Changes in sales
compositions, etc.

Fluctuations in

sals In existing +1.0 -0.5
Fluctuations in sales \
in new businesses
(AUV, SOPass, etc.) \
\ +0.9
Redsuétg&n in 3.0
+ 0 . 6 expenses/costs
1.0 -
+2 billion yen
FY2018 FY2021

® Operating profit to increase in new business (AUV, SOPass) and from
increase in supply of core components through integrated operations with
China (NACKS/DACKS)

® Additional reduction of fixed costs, and continuous activities of KPS and
cost engineering.
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Long-Term Direction Until FY2030

A shipbuilding engineering group that pursues uniqueness in cutting-edge
fields centered on hydrogen technology, low-temperature/high-pressure gas
technology, submarine technology, and overseas businesses

Overall company policy (medium/long-term)

1. Establishing a position as a pioneer in building liquefied hydrogen carriers

Construction of a large demonstration ship in FY2025 and the world's first commercial
ship in FY2030.
Building a foundation for a royalty-based business

2. Secure group share of gas-related vessels by licensing cosntruction
technology to Chinse affiliates

DACKS to be the independent LNG carrier construction yard where tanks are produced
in-house

3. Stable operation of submarine business

Securing orders for subsequent new submarine.
Operational dips to be compensated for by small special ships
(jetfoil, etc.)

4. Strengthening the profitability by developing and
commercializing new products
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Long-Term Direction Until FY2030

Ship & Offshore Structre Company Group Sales Trend (total value including NACKS/DACKS Sales)

Expansion in Chinese (NACKS/DACKS) sales FY2030
Net sales

320
billion yen

FY202 1 ............
F Y .................... New
2018 Net Sales .................................... bUSinesses
Net Sales 230 .................................................................................

billion yen

Approx. 180
billion yen

Existing
Business

Existing
Business

Existing
Business

m Existing business @ China m New business
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Kawasaki, working as one for the good of the planet

“Global kawasaki”

Figures recorded in the business forecasts are forecasts that reflect the judgment of the Company based on
the information available at the time of release and include risks and uncertainties. Accordingly, the
Company cautions investors not to make investment decisions solely on the basis of these forecasts.

Actual business results may differ materially from these business forecasts due to various important factors
resulting from changes in the external environment and internal environment. Important factors that may
affect actual business results include, but are not limited to, economic conditions, the yen exchange rate
against the U.S. dollar and other currencies, the tax system, and laws and regulations.
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