Hello, my name is Kentaro Hosomi and I am the President & CEO of our Power Systems Domain. Today, I would
like to explain our current business strategy.

This is the agenda of our presentation. So we will start with the results from last year as well as where we stand
now. We will also talk about our outlook for the 2018 Medium‐Term Business Plan, and objectives beyond that
time‐frame.
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I am aware that many of you understand our businesses already, but would like to briefly explain the products
and businesses of our domain.
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This page will give you an idea of the content and size of our major businesses. FY2018 revenue for the entire
domain was 1.5 trillion yen. Revenues from our offshore wind turbine business is not included here, since MHI
Vestas Offshore Wind is an equity method affiliate.
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Here you can see our domain management structure.
Today here we have Mr. Yasushi Fukuizumi, Vice President and Senior Executive Fellow, Mr. Ken Kawai,
President CEO of Mitsubishi Hitachi Power System and Mr. Akihiko Kato from the Nuclear Energy System
Division
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Here are some major developments or outcomes from FY2018. It is important to note that we have achieved
the No.1 global market share in, both 100 MW and above class heavy‐duty gas turbines, as well as flue gas
desulfurization equipment (FGD).
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Now I would like to explain the first year results and outlook for the 2018 Medium‐Term Business Plan.
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As mentioned last fiscal year, under the 2018 Medium‐Term Business Plan, we target 1.9 trillion‐yen in revenues
and a 10% profit margin in FY2020. There is no change in this outlook.
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As for orders received in FY2018, it should be noted that there was a cancellation of a steam power project and
some delays for other projects. However, we were able to offset these subsequent decreases with increases in
our service and compressor businesses. As a result, we were able to reach our initial targets made at the
beginning of the year. As for gas turbines, the tough market environment continued from FY2017 into FY2018.
But despite this, heavy‐ duty turbine orders doubled in comparison to FY2017 and we secured the No.1 global
market share.
In addition, thanks to measures improving return on assets and the growth in the offshore wind turbine
market, Mitsubishi Vestas Offshore Wind (MVOW) performance was enhanced and profit margin improved by
2.8 percentage points.
In terms of order backlogs, the so‐called book‐to‐bill ratio fell below 1 for 2 consecutive years. So backlogs in
FY2018 slightly dropped. But with the steady progress and work in process, profitability will be maintained and
measures are underway to further improve the profit margin. Details are provided in the next page.
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First is the expansion of our service business. As for the existing plants under operation, the need for
environment friendly technology and enhancement of operability is strong. Therefore, we have established new
overseas bases to respond to these requirements promptly.
As for the nuclear power business, we will continue to enhance safety and quality of existing plants through
works such as severe accident management facilities, and addressing the needs of the customers
The market for compressors, aero engines, and offshore wind turbines are expanding, and through investment
in these growing products, we will increase business size and profit. As for steam power, we will be executing
high load backlog orders efficiently at our digitalized and automated facilities. The resources for steam power
projects will be allocated to service business and growth areas for resource optimization. Through these
activities we plan to achieve a 10% profit margin in FY2020, and enhance our business base to maintain this
profit level.
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In our core businesses, such as gas, steam and nuclear power, we cannot expect growth with new installations
as we have seen in the past. However, in order to support the renewable energy market, current fossil power
plants are also necessary to stabilize the grid.
We are thinking environmental friendly service menus such as high efficient and low emissions will satisfy
these needs. They would serve as a driver for our services business expansion.
Here is an example. In November 2018, we obtained an order from a Taiwan Power Company for the
improvement of efficiency and services by optimizing operations with MHPS‐TOMONI for their 7 gas turbines
that had been in operation since 2003. As you know in Taiwan, the introduction of offshore wind turbines has
been under discussion these days. This example shows fossil power will serve as an important role even though
renewable energy penetrates.
Also, we foresee the aero engine market will continue to expand. We are hence enhancing our maintenance
repair overhaul (MRO) business under this market situation.
Likewise, the compressor market is expanding, and we are building our service network in the Americas, Middle
East and Asia. The revenue generated by our services business will be invested into growth products, therefore
we will be able to expand our business size and expect further growth of our services business. We will be
establishing this virtuous cycle and keeping it on track.
Solid Oxide Fuel Cell (SOFC) solutions are expected to be utilized in distributed power, and as we announced
last week, we have established a joint venture for mass production of cylindrical cell stacks with NGK Spark Plug
Co., Ltd. .
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In addition, the followings are the areas we see business opportunities in ;
LNG utilization expansion
Flexible power sources assisting the introduction of renewable energy.
Aeroengine and marine machinery market expansion as transportation increases for
passengers and goods.
Deployment of the offshore wind turbine business outside of Europe
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Now I would like to give you more details on our segmented business strategies.
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As for clean gas power, a stable market is expected globally due to the start of the full‐fledge export of North
American shale gas as LNG. Because of CO2 reduction as shown in the graph of this page, and of flexible base
load operation, firm demand is expected over medium to long term.
As for heavy‐duty gas turbines, we achieved the No.1 global market share in 2018.
We have launched the JAC (J‐series Air‐Cooled) gas turbine (the inlet temperature at 1,650 ℃) and just recently
have received an order from J‐Power in the US Jackson Project. In order to meet the demand for a low carbon
society, we are engaged in development of higher efficiency gas turbines and also hydrogen‐fired gas turbines
with zero CO2 emissions.
As for the small/medium scale gas turbines, we have line‐ups including aero‐derivative gas turbines by PWPS
and our H series. In FY2018, we had a significant increase in the orders. We will continue to promote these
small/medium‐scale gas turbines by providing models with multiple applications such as flexible operation,
distributed generation, industrial co‐generation, and compressor drivers.
For the energy supply side, we will be providing solutions and services to customers with MHPS‐TOMONI
adopting AI/IoT, which realizes advanced operability and easy maintenance.
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This slide shows the steam power business environment. We foresee the new build market for steam power
plants is shrinking due to the global trend towards low carbon and carbon‐free societies. However, we are
thinking that demand for steam power still remains for emerging countries, especially in Asia for energy
security needs
As environmental awareness increases, the need for environmental‐friendly coal‐fired plants in these emerging
countries is still strong. So we will meet such requirements by providing products with lifecycle cost inclusive of
environmental measures, high performance reliability and suitable life cycle costs, including after‐sales‐services
as well as environmental protection technologies.
Although the new build market will decline as shown in this graph, existing steam power plants will continue to
serve as key generation assets.
We will maintain our services business scale for this area, for example, by taking in competitors’ plants such as
those from China. We are going to secure technologies and resources to cope with customer's requirements.
However, the revenue is projected to fall to 2/3 compared to the peak period. And based on this forecast,
various measures are already being taken.
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The first measure is the optimizing of resources.
After the establishment of MHPS, post‐merger integration (PMI) has been working out as scheduled and will be
completed. We have been reorganizing our factories in Japan and overseas. Furthermore, we will proceed to
shift resources to our services business and other MHI group businesses , adjusting to future business volume.
Moreover, management efficiency will be enhanced by optimizing manpower through the shift to digitalized
factories.
We will maintain our services business volume. We believe it is important to meet customer's needs with the
right balance of environmental, economic performance and efficiency to achieve this.
We will realize the following solutions in utilizing our overseas networks;
‐Enhancement of economics by improving the efficiency of our plants and also of competitor's existing plants
‐Additional environmental protection system installation such as FGD (Flue Gas Desulfurization System)
‐Maintenance efficiency enhancement and manpower reduction solutions by MHPS‐TOMONI.
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As for nuclear power, its positioning as an important base load power will remain for a stable supply of energy
and CO2 reduction. In Japan, the early establishment of nuclear fuel cycles is essential for the reduction of
excess plutonium.
As a leading company in the nuclear power industry in Japan, we will continue to work towards nuclear power
safety enhancement, securement and advancement of its design, production and construction technologies.
Currently, efforts are underway in collaboration with various utility companies to implement compliance to new
regulations and to complete severe accident management facilities at the earliest phase possible. Moreover,
maintenance work is expanded to enable safe and stable operation for 60 years, as approved by Nuclear
Regulation Authority.
As for nuclear fuel cycles, we are assisting Japan Nuclear Fuel Limited for the early completion of reprocessing
facilities in MOX fuel fabrication facilities. Also, we are proposing maintenance work to realize safe operation
after their completion in collaboration with the French company Orano, with which MHI has an equity
relationship.
As for the long‐term, in anticipation of future new installment plans, we have started to explore the
development of new reactors with enhanced safety that can address the safety and economic needs of society.
We will continue to develop future reactors such as fast reactors, small modular reactors and high temperature
gas cooled reactors in accordance with the government's strategic road map.
The stabilization of the Fukushima Daiichi Plant is a crucial issue for the nuclear industry. Therefore, we will
assess the decommissioning effort through the use of core debris removal robots regardless of the difference in
the reactor models. Recently we have revealed robotics tools for the removal of core debris. We will continue
to assess in this decommissioning effort.
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We believe that the compressor market is expanding after a temporary downturn. In FY2018, investments were
brisk especially in the field of ethylene, and we maintained the top share in the petrochemical field. We have
been trying to enter the oil and gas field including LNG. Our compressor train in combination with MHPS GT
was adopted for the first time for the Mozambique project in which Exxon participates. We will work to expand
the business in this field in the future. In the United States, the shale gas market continues to be active and
inquiries for gas processing plants are strong. So we will strengthen our factory in the US to enable us to
respond quickly.
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The aero engines market is growing, supported by strong and steady aircraft demand. We are participating in
the PW 100G program and Trent, which are cutting‐edge engines that are in high demand. We are foreseeing
the production growth surpassing revenues of 100 billion yen in FY2019.
In addition, we will strengthen our Maintenance Repair & Overhaul (MRO) business.
For this, we think it is important to further reinforce our efforts for technology advancement. So in this area, we
have synergies with technologies cultivated within MHI group companies such as gas turbines for power
generation.
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Next is our marine machinery business.
Currently, our main marine machinery products are marine turbochargers, particularly for 2‐stroke and 4‐stroke
auxiliary engines. The engine market for these turbochargers is expected to grow steadily for the time being
backed by the new shipbuilding market that bottomed out in 2016.
We already have a considerable market share for 2‐stroke engines. We plan to further expand sales with a new
turbocharger for 4‐stroke engines, so we are expanding sales channels for our customers in Europe and China.
In addition, orders for boiler fuel converter work are increasing in response to the tightened SOx emission
regulations that will come into effect next year.
Mitsubishi Heavy Industries Marine Machinery and Equipment Company (MME) is doing this business and this
company is enjoying high praise from customers such as ship owners and shipyards globally. MME is also
supporting sales activities with MHI group companies since MME has excellent relationships with its customers.
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Next is the offshore wind turbine business.
In the last few years, the offshore wind turbine market has been expanding faster than expected, especially in
Europe. In the future, the location of the wind turbines is expected to expand from Europe to North America,
and then followed by Asia, including Taiwan, Japan, India and Vietnam. The average annual growth of the
business from FY2017 to 2021 is expected to be over 30%. MHI Vestas Offshore Wind (MVOW) which was
jointly established 50‐50 with Vestas, the world's leading offshore wind turbine supplier has been increasing its
share year by year. Its backlog at the end of FY2018 is 8.7 gigawatts. We will strengthen mass production
capability at MVOW for these orders. We believe MHI can contribute with our power of work and know‐how to
this expansion.
In addition to this, we are supporting MVOW for its start‐up of V174, which has the world’s largest output of
9.5 megawatts and its penetration into new markets such as Japan, Taiwan and the United States. Now
MVOW is aiming for the top share in the entire global market.
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As mentioned, we believe we can achieve these targets by steadily executing the 2018 Medium‐Term Business
Plan.
We are also developing services, solutions, and growth products based on the needs expected after the 2018
Medium‐Term Business Plan period.
Here I would like to talk about the SDGs that we consider from a longer term perspective. That is our vision of a
sustainable society and our contribution to society.
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Here, I would like to talk about what measures will be taken according to trends in the global power market
towards 2030.
Global power consumption is expected to grow by more than 30% in 15 years from 2016 to 2030. The progress
in electrification in Europe and the US, and the increase in power demand due to the economic growth in
Southeast Asia are the main reasons behind this.
To cover this growth, it is clear that the introduction of renewable energy is likely to grow substantially
worldwide.
Steam power will decline in Europe and the United States, but gas‐fired power and nuclear power generation
are expected to remain stable in these areas. A steady increase in steam and gas power is expected in
Southeast Asia.
De‐carbonization and a low carbon society are being called for globally. The introduction of renewable energies
will continue to increase. But it is also fair to say that thermal power will also continue to play a role as an
important power source.
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In Europe, the introduction of renewable energy has progressed dramatically since the beginning of the 21st
century. This trend continues in the future with the percentage of renewable energy generation to total
electricity generation amounting to 52% by 2030 in Europe.
On the other hand, the amount of electricity generated by renewable energy is influenced by natural conditions
and even if technological advances are made, the plant capacity will be less than 15% for solar power and 30%
for wind power, combining onshore and offshore. As a result, the total installed capacity will increase to just
over three times the annual average power.
Installed capacity of the power generation facilities is determined by annual average power, taking peak power
plus reserve capacity into consideration. There are differences among countries but they have been
approximately 1.5 to 2 times the annual average power.
Consumers will have to bear the cost of excess capacity and the fluctuations in renewable energy through
power rates.
Germany is an example of this. In Germany, power rates have risen sharply with the penetration of renewable
energy. Can we say that this situation is sustainable? That's our question.
In order to take the benefits of renewable energy, it becomes more important to balance thermal and nuclear
power by adjusting the load fluctuations and reducing the burden on the grid.
While responding to these needs, we are also promoting the development of technologies such as hydrogen
power GT, which can achieve both low carbon and stable supplies. We will contribute to the realization of a
sustainable low carbon society by collaborating with our partners.
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There are several elements in sustainable development goals. To aim for a low carbon society, we will provide a
balanced energy infrastructure so that it is truly sustainable and will contribute to society.
On the supply side, we will achieve economic, environmentally stable supplies and safety (3E + S), by supplying
systems that combine our products with renewable energy which bring low carbon emission and better
operation efficiency.
On the other hand, in addition to development and provision of our own products, we will supply a total
solution utilizing AI/IoT technologies to meet the needs of not only the supply side, but also the demand side
as well.
On the supply side, we can achieve more improved performance and operability for existing plants.
On the demand side, we will be proposing energy saving solutions and AI tools such as ENERGY CLOUDTM
which provides factory operation know‐how and covers facility planning, operation, and maintenance.
We have taken one step further and have started to identify and support the needs for introducing energy
infrastructure from the initial planning stage of area development.
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The key index approach we propose here is “high quality energy infrastructure”. This is called “QoEN” and we
are deploying this concept with the logo. The purpose of this is to support necessary energy supplies and
sustainable growth of the target area.
In order to realize a sustainable society, it is essential to grow while balancing society, economy, and
environment. In “QoEN”, first, these three indices of the target area are quantified and shown and expressed in
the form of triangles so that comparison with other areas can be made possible and the balance is understood
easily.
In this way we are able to understand what kind of energy infrastructure is needed. We can exercise PDCA
(plan, do check & action) after the introduction of such an infrastructure.
In many parts of the world, there are different situations and goals. The index “QoEN” can be used from the
very early stages of area development, and is aimed at visualizing the ideal state of high quality energy
infrastructure .We believe that we can offer the optimal proposal for each area.
We are currently working on a development plan for the New West Sydney Airport area utilizing “QoEN” in
collaboration with an Australian university.
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There is no doubt we are in a global shift towards a low carbon and decarbonized society over the long‐term.
However, there is no single way to get there. The key that guides the path and reflects the social and economic
needs of the people living in the area is “sustainability”.
In order for our business to be sustainable, it is necessary for that business to support a sustainable society.
I would like to share with you our vision of a sustainable society, created by our power division as a summary of
my presentation.
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We believe we have to aim for a sustainable society with well‐balanced energy sources. The world's power
supply is shifting from steam power generation to renewable energies, such as wind power. While renewable
energy is clean, it is unstable. For example, on sunny days and windy days, generating more power than
demand leads to reverse power flow. MHI is committed to supporting a society driven by renewable energy
through clean products such as nuclear power generation, hydrogen GT, IGCC, CCUS and various service
solutions such as the ENERGY CLOUD and MHPS‐ TOMONI.
Additionally, by utilizing our key index approach “QoEN”, we will be able to propose customized planning and
improvements to optimize total energy solutions in any given area.
Thank you very much for your attention.
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