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1. Medium-Term Business Plan




Review of Previous Medium-Term Business Plan

(Evolution and Succession 2017) 2
[Fiscal 2016, ended [Fiscal 2017, ended [Fiscal 2018, ended
March 2016) March 2017) March 2018]
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- Postponement of consumption
tax hike and incurrence of
retirement benefit obligations not
expected when plan initially

- Intensified domestic competltlon
- Surging raw materials prices
- Bathroom heater inspection costs

[Billions of Yen] formulated incurred
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Fiscal 2016 Fiscal 2017 Fiscal 2018

We steadily implemented our long-term strategies
' ' ' rmance an lling profi . .
despite sluggish domestic performance and stalling profits R ai



Review of Previous Medium-Term Business Plan
(Evolution and Succession 2017)

Domestic business model

- Fiscal 2018 target for unit sales of ECO ONE (30,000 units/year) not reached
-> Due to spread of all-electric houses and lack of progress in tapping new channels

- Moderate progress in shifting focus to high-end models but no major change achieved
-> Slow progress due to prolonged replacement cycle and unprecedented increase in
standalone product demand

Gas appliance peripherals business model

- Growing demand for Kitchen peripherals, such as dishwasher/dryers and range
hoods; healthy results for bathroom heaters, floor heaters, and remote-controlled
products to meet needs for enhanced comfort

Overseas business model

- Deployed strengths of overseas affiliates to develop products and strengthen
Group collaboration; globally rolled out common-model water heaters and
boilers

New-field business model

- ldentified needs related to environmental and health-oriented awareness and
promoted elemental technologies aimed at new business fields

Rinnai



Positioning of Medium-Term Business Plan “G-shift 2020”
4

2006

Strengthening corporate structure
through the past four business plans

1st

Business Plan

2nd

Business Plan

4th

Business Plan

3rd

Business Plan

Evolution
and
Succession
2017

Jump Up

New challenge for sustainable growth

Business Plan | 6th
(current plan)4:

Business Plan -

(Consolidated |

targets)

. Net sales

| ¥s00.0billion |

. Operating income =

* ¥55.0 billion

Operating margin I
11.0% 1

G-shift
2020

(Consolidated
targets)

Net sales "
Reform & 2014 (Consolidated) ¥410.0 billion I l i
Break- Net sales Operating income |- |
Consolidated ¥347.0 billion ¥42.0 billion
th I'OUgh f\let sales ) Operating income || Operating margin I .
) ¥295.0 billion ¥32.8 billion 10.2% i
_ (Consolidated) Operating income || Operating margin
(Consolidated) Net sales ¥30.7 billion 9.5%
Net sales ¥246.6 billion - ;
¥236.7 billion Operating income Ol%ezfg/t(:ng margin 100 FormUIate roadmap
Operating income || ¥26.6 billion ' — th
¥15.0 billion Operating margin anniversary
Operating margin 10.8% -
6.4% Branding control
Fiscal year ended/ending March 31

_ 2031,
Rinnai



Medium- and Long-Term Vision

Global Markets

“Heat and Lifestyles” ‘Health and Lifestyles”

~ We shall help improve people’s living standards ~

Contribute to the environment through our core
business activities (products and services)

N

Develop and provide original products and services

Combustion and Electronic
heat utilization control
technologies technologies

Fluid control New
technologies technologies

~ Recognize core technologies that represent our strengths~

** e
Renewable energy Electricity



«“3(Gs” shift to new Rinnai

Global

Global shift means deploying the Group’s network to
promote strategies and focus on developing Rinnai as
a world-renowned brand

G-shift 2020

Generation shift means shifting to a new Governance shift means building

generation that breaks away from common management frameworks suited to the times
sense while inheriting traditions cultivated for and organizational structures that

100 years encourage growth

Governance

Generation




Key Measures of Medium-Term Business Plan

Five Group-Wide Theme

Branding

Formulate and share long-term roadmap
Expand business domains

Optimally allocate business resources
Improve business efficiency and
management quality

gk wihE

Three Process Reforms

1. Product planning process
2. Overseas business operational process
3. Just-in-time production process



Branding :
4 A

Background: Increase in price-based competition due to difficulty in
distinguishing product appeal
[Japan] [Overseas]
Increasing dependency on Increasing brand
~own brangls , recognition for heater
. TR e appliances )

g

Increase Rinnai’s value as a global brand

g

Rinnai brand:
} Proliferate within Group
and roll out overseas

Reinforce brand image; Improve brand value to

make Rinnai the

attain visual control )
company of choice

Fiscal 2019, Fiscal 2020, Fiscal 2021,
ending March 31, 2019 ending March 31, 2020 ending March 31, 2021

Rinnai



Formulate and Share Long-Term Roadmap

Fiscal 2019, Fiscal 2020, Fiscal 2021, Fiscal 2024, Fiscal 2031,
ending March 31, anding March 3 ending March 31, ending March 31, ending March 31,
2019 2021 , 2024 2031

~ Medium-to-long-term Group targets ~

United
States ',
Fiscal 2024, Ideal image
. g _ QZ, ! ending March for 2030
g =) _cé c;B_ \ 31, 2024
c > = g i (next medium- (Desired Corporate
=) = & \ term plan) Image)
D @ Z
oS Consolidated el
S ‘ | branding
= “A net sales promotional
3 . | activities
S Australia / ¥5OO billion
‘/ Long-term
Other “1 environmental
overseas / target
countries “‘ (Reduction in greenhouse
gas (CO,) emissions)
. o)
Joint global level 21%

* Fiscal 2031 target (with fiscal 2006 as base year)
* Reduction in greenhouse gas (CO,) emissions when using our products

Rinnai



Expand Business Domains

fExpand the scope of product and )
service to help improve people’s

living standards
-4

¢ Bath

. sy )
T
. r-s.'.'

| s
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J T'*f? 9 Living
Ry B room
“Heat and lifestyles” and

“Health and lifestyles”

. /

10
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Established
Business Planning
Division (2018)

Create a original business mode

X

~
echnological innovation and applications
development of new technologies cooperating
with other companies

A-rNRy

/ \
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Expanding to different
business areas y

Rinnai



Optimally Allocate Business Resources 11

Regions

Overseas

0p)]

QD
I Domestic
R

saeak N ueyl
196u0| ou 1se| [|IM Spoylaw
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Products (bomestic)

- Hybrid
- Non-gas appli
- New fields, etc.

[es

Mature products
abletop cookers, rice cookers,
er heaters, standalone devices,
stoves, fan heaters, etc.)

Fiscal 2001 [P Fiscal 2021

Fiscal 2001 WP Fiscal 2021

Optimally allocate resources:
Shift from shrinking markets to growing markets

)

Rinnai



Improve Business Efficiency and Management Quality,,

~ N\ ™\
Value-Added Management -
=
Parent - o5
company : En_tl re gg
Affiliates Rinnai Group So
(Partial) LG,
2
Target penetration of o . ”
value-added management Eliminate waste and increase speed
3 J N\ J
4 N

i~
S ocial “(Governance
Activities to increase
Environmental activities with transparency and
long-term targets based on commitment based on
product life cycles medium-to-long-term business
) ISSues policies and corporate
philosoph
Elevate corporate operational management to emphasize ESG
\ (environmental, social, governance) indicators )

=i



Three Process Reforms

13

Product planning process Business Planning Division established

\---/

Achieve shortest lead times
according to true delivery
linked to real demand dates

Streamlined production
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Medium-Term Business Plan (April 2018-March 2021),,

( . Actual Medium-Term Business Plan “G - shift 2020”
Consolidated)

Increase/

Fiscal Fiscal Fiscal Fiscal C‘t’;"flfi’;:'glng di‘;‘;erise
2018 2019 2020 2021 2018 fiscal 2018

[Billions of Yen]

Net Sales 347.0 360.0 388.0 410.0 118.1% 62.9

il 1//6 180.0 183.0 185.0 104.2% 7.3

Overseas 169.4  180.0 205.0 225.0 132.8% 95.5

o
)
D
@
o
o
o
=
S

CoMgbel 488% 50.0% 52.8% 54.9%  — 6.1p

Operating 328 360 390 420 127.9% 9.1

MR 05% 10.0% 10.1% 102%  — 0.8p
Rinnai




2. Fiscal 2019 Business Plan




Fiscal 2019 Business Plan (Consolidated Basis) 6

Fiscal 2018 Fiscal 2019 YOY Change

[Billions of Yen]

Net Sales 347.07 360.00 +3.7%
Operating

Income 32.84 36.00 +9.6%
Ordinary

Incorme 34.28 37.30 +8.8%
Attributable to owners of

ol St 21.19 23.00 +8.5%

et Income

Rinnai



Rinnai (non-consolidated basis), Fiscal 2019 Forecast 17

Performance

[Billions of Yen] Fiscal 2018
Net Sales 201.93
Operating
Income 15.37

Main Products (Domestic Sales)

[Sales Volume] YOY Change
Water heater with

heating system +23.6%
(including hybrid (+71.6%)
water heater)
Water heater with

0]

bath-filling system +7.1%
Built-in hobs +4.8%
(stovetops)

Fiscal 2019 C\k(]g)n\ge
212.50 +5.2%
17.00 +10.5%

. Built-in hobs
L o (stovetops)
Hybrid Water Heater

: . Water heater with
with Heating Systems ater heater wit

bath-filling system

E: = ==

Range hood

Rinnai

Gas clothes ..
dryer Dishwasher/
dryers



Rinnai America, Fiscal 2019 Forecast 18

Perfo rmance Established:1974

; . YOY Localbcu_rrency
[Billions of Yen] Fiscal 2018 ezl A Change YOY?Eange
Net Sales 27.73 32.00  +15.4% +20.0%
Operating o o
Income 2.20 2.37 +7.7% +12.1%
P |
Main Products
YOY Change : kS '
[Sales Volume] New SENSEI series Tankless water heater
(High-efficiency tankless water production plant
Tankless water heaters) (Griffin, Georgia)
+19.9% :

heaters

| Plan of expanded headquarters
(Peach Tree, Georgia)



Rinnai Australia, Fiscal 2019 Forecast

19
Performance Established:1971
_ : YOVY Local currency
[Billions of Yen] Fiscal 2018 FEEEY AU Change YO\??:S;uSange
Net Sales 23.58 24.04 +1.9% +3.2%
operating 1.80 213 +18.6%  +20.1%
Income T

| 158

e il Q - |
Main Products Q |
b .
YOY Change ]
[Sales Volume] _JJ Duct-type air-
Tankless — condi_tioning and
Tankless water heaters +1.6% water heaters ol tank-based - heating system
Electric tank-based
water heater 11.1% —

Duct-type air-
conditioning and - 0.5%
heating system

Et‘-_‘}_ -
Brivis Climate Systems
g 2 SN (Victoria, Australia)
Electric tank-based water

heater plant - .
(Victoria, Australia) Rinnai



Shanghai Rinnali, Fiscal 2019 Forecast

Performance Established:1993

_ : YOVY Local currency
[Billions of Yen] Fiscal 2018 FEEEY AU Change YO\??:S;uSange
Net Sales 45.96 53.01 +15.3% +12.2%
Operating 5.13 541  +56%  +2.7%
Income
Main Products m @
YOY Change - Built-in hobs
[Sales Volume] ! (stovetops)
Water heaters +3.3%
Stoves +57.7%
Range hood +251% Shanghai plant
Boilers +5.8%

Experiential showroom

(Shanghai) Rill]lai



Rinnal Korea, Fiscal 2019 Forecast

21
Performance Established:1974

_ _ YOY Localbcu_rrency

[Billions of Yen] Fiscal 2018 Fiscal 2019 Change YOY?;‘Sange
Net Sales 34.90 37.00 +6.0% +5.7%
ﬁgﬁ)‘;ﬁ;‘”g 0.72 150 +106.2%  +105.6%

Main Products

YOY Change Gas stoves
[Sales Volume] ==
Boilers
Boilers - 3.6%

Gas stoves +3.5% |

- e IH cooking heater

Rinnai

Gas clothes dryer



P.T. Rinnai Indonesia, Fiscal 2019 Forecast 29

Pe I’fO rmance Established:1988

_ _ YOY Localbcu_rrency
[Billions of Yen] el AULE Fiscal 2019 Change YOY?;lSange
Net Sales 12.04 12.40 +3.0% +8.3%
Operating 1.95 183  -6.0%  -1.2%
Income

Main Products
YOY Change ﬁ '

lum
[Sales Volume] Table-top cookers |

Table-top cookers +4.9% ﬂ

Built-in hobs 0 Range hood
(Stovetops) +8.1% _

- Built-in hobs (stovetops)

Rinnai



Capital Expenditure Plan

23

Fiscal 2018 Results and Fiscal 2019 Target

Bill ¢ Fiscal 2018 Fiscal 2019 YOY
[Biltions of yen] (Actual) (Target) change

Capital

investment 16.1 19.3 3.2
Depreciation 11.2 12.9 1.7 Restructure and expand
R&D 99 10.2 0.3 domestic production system to

meet rising overseas demand

Capital Expenditure

- Capital

[Billions of yen] expenditure ™ R & D expenditure

Continue increasing capacity
. under investment plan
exceeding previous year

Fiscal 2016 Fiscal 2017 Fiscal 2018 Fiscal 2019 Rilmai



Rinnai

EXPERIENCE OUR INNOVATION

Performance forecasts and other future-oriented predictions contained in these materials are based on the
Company’s judgments using available information. Actual results may differ from such forecasts and predictions
due to changing future circumstances.

Copyright (C) 2018 Rinnai Corporation. All Rights Reserved.




