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Greeting Obayashi Basic Principles

Since its founding, the Obayashi Group has
held to the spirit of the Obayashi Three Pledges:
Quality, Value, and Efficiency. We have played our Obayashi Philosophy
part in society by exercising honest craftsmanship

. . . Obayashi’s Vision and Mission in Society
and employing superior technologies.

Society has diverse needs that will continue A Leading Sustainability Company

to change. The Obayashi Group will face 1 Exercise honest craftsmanship with superior technologies
and create new value in every space.
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these needs head on as we work sincerel , ,
y 2 Care for the global environment and create solutions to

to solve social challenges. Reaching beyond social challenges as a good corporate citizen.
the framework of our existing business, we 3 Value each person with a stake in our business.
- ﬁ-‘\.\ will continue to move forward unwaveringly By keeping these promises, Obayashi Corporation contributes to

] ] q ; realizing a sustainable society.
as we aim to realize a sustainable society and 9 y

enhance our corporate value. )
Obayashi Code of Conduct

These guidelines help us realize the Obayashi
Philosophy and continue being an enterprise trusted ;‘?
by all stakeholders =Y
wv
Fulfill our social mission ES
(1) Provide high-quality buildings, infrastructure, and services B8
(2) Foster an environmentally responsible society -
(3) Value every one of our associates
(4) Build stronger mutual trust with suppliers
(5) Build good relationships with communities
Ensure strict adherence to corporate ethics
(1) Comply with laws and regulations and
take a sensible course of action
(2) Promote fair and free competition
(3) Maintain appropriate relationships with stakeholders
(4) Avoid all contact with antisocial forces -
(5) Ensure appropriate information disclosure and g
Q
transparency of management é
=
Obayashi Three Pledges >
©
o
The spirit that has guided us since our founding -
Quality, Value, and Efficiency
Takeo Obayashi Kenji Hasuwa
Chairman President —
Representative Director Representative Director
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About Obayashi Group

LEIEVE R ol dnE ilelal  hitps://www.obayashi.co.jp/en/company/history.html

Our History

Founded in 1892, Obayashi’s members have handed down its DNA of honest craftsmanship and technology. It has relied on
that DNA to complete numerous projects emblematic of their era, including Tokyo Central Station (currently Tokyo Station),
Kansai International Airport, Tokyo Bay Aqua-Line, and TOKYO SKYTREE®. Obayashi supported Japan’s modernization and
post-war reconstruction and helped build the infrastructure for the nation’s growth into an economic powerhouse. Today the
Obayashi Group aims to be increasingly active on the world stage. These pages trace the Obayashi Group’s history over more
than 120 years.

1931 ' 1933

The Main Tower of Osaka Castle Construction of Osaka Subway
under construction

1892—-1945

Supporting Japan’s Modernization and Laying the
Cornerstone of the Construction Industry

Obayashi was founded as the “Obayashi Store,” a civil engineering and building
construction contractor, in 1892. The demand for factory construction with

the yarn spinning boom of the time gave a big boost to Obayashi’s business in
the early years. Subsequently, Obayashi entered the market to construct large
factories and offices as well as infrastructure construction projects like ports and
railroads. Having grown into one of Osaka’s premiere construction companies,
Obayashi went on to establish a foothold in Tokyo. This period started with

the construction of Tokyo Central Station, completed in 1914. It constructed
numerous concrete buildings after the Great Kanto Earthquake of 1923, thereby
contributing to Tokyo's recovery. Obayashi's track record in public works and
other projects grew in the 1930s and beyond, building it into a nationwide
construction company.

1918

Obayashi
1904 Corporation
Tokyo Office founded

1892 opened
Yoshigoro Obayashi

founds the “Obayashi

Store” in Osaka

OBAYASHICORPORATE REPORT 2019

'!, d I.iﬂ..ia :
ity ffrf#‘rim

1956 1970

The Japan World Exposition (Theme
Pavilion). Exposition theme: “Progress
and Harmony for Mankind”

Nukabira Dam Power Generation
Development on the Tokachi River
system in Hokkaido

']

P " d

1964 Yoyogi National Stadium 2nd Gymnasium

1946—-1990

Business Expands with Construction of Infrastructure as a
Foundation for Post-War Economic Development

During the post-war reconstruction era, the focus was on rebuilding
government office buildings, schools, and hospitals. The 1950s and 1960s also
brought Obayashi numerous projects for the public good, such as dams, power
generation facilities, railroad networks, and station buildings. During these
years, Obayashi endeavored to meet society’s needs. Later, as construction
technology progressed, more high-rise buildings were constructed. The Osaka
Obayashi Building, completed in 1973, was the first high-rise tower in western
Japan. Together with other projects, it kicked off an era in which Obayashi
constructed many such towers in Tokyo and Osaka. In 1964, the same year as
the Tokyo Olympics, Obayashi started expanding globally with the opening of

2012 TokY0 SKYTREE®

1997 Tokyo Bay Aqua-Line

Pholpe - W L
2011 Dubai Metro Project

(\ -

19912016

2018 Otsuki Biomass Power Plant 2018
Waterview Connection Tunnels and
Great North Road Interchange (New

Zealand)

2017 to the present

Obayashi Increasingly Becomes a Global Company as It
Takes on More Large-Scale Projects in Japan and Abroad

In the years following 1991, just as Obayashi was approaching its 100th
anniversary, Japan’s era of powerful economic growth was coming to an end.
In spite of the slump in private demand, Obayashi still won a number of
domestic landmark projects, including Kansai International Airport, Roppongi
Hills Mori Tower, and TOKYO SKYTREE®. Outside Japan, the Company
participated in large-scale projects like Taiwan's high-speed rail, the Hoover
Dam Bypass bridge over the Colorado River, and the Dubai Metro. This era also
saw increasing public interest in protecting the environment. In 1992, Obayashi
established its Environmental Protection Action Plan and began initiatives
designed both to pursue business and protect the environment.

its first overseas representative office in the Kingdom of Thailand. Then in
1970, the Tokyo Branch Office became the Tokyo Head Office
and began overseeing business activities for all
of Obayashi.

1965
1960 Technical
Listed on Research
1958 :
Listed on Tokyo Stock !nstl_tute opened
1949 Exchange in Kiyose City,
Fi Osaka Tokyo
|rsfc . Securities
registration Exchange
under Japah:s (currently Osaka
Construction Exchange)

Business Act

R 1999
All branches and
1995 organizations have
1991 Tokyo Head Office and earrgfid ItSiOn14oo1
100th Osaka Head Office Building ~ c€"t!icatio

anniversary ~ Construction Division have
of founding €arned SO 9001 quality
assurance certification

More Than 120 Years of History

Aiming to Realize a Sustainable Society and Enhance
Corporate Value

Today, the Obayashi Group continues to demonstrate its strengths with large-
scale project construction in Japan and abroad, including Akasaka Intercity AIR
and New Zealand’s Waterview Connection Tunnels. Under the Medium-Term
Business Plan 2017, the Obayashi Group is focusing on technological innovation
with |oT, Al, and robotics and stepping up our renewable energy generation
business to help achieve a smart society. We currently operate solar, wind, and
biomass power plants. The Obayashi Group will continue to strengthen our four
business areas (building construction, civil engineering, real estate development,
and new businesses), deepen and expand our business domains, and accelerate
our global expansion while responding to society’s increasingly diverse needs,
such as reducing environmental impact and mitigating and

preventing disasters.

2019

Asia-Pacific Regional

Headquarters and North
2017 American Regional
Medium-Term Business Headquarters established
Plan 2017 established

OBAYASHICORPORATE REPORT 2019
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About Obayashi Group

LGV R ERilelaM  https://www.obayashi.co.jp/en/business/

Our Business

With building construction, civil engineering, real estate development, and new businesses as four pillars of business, the
Obayashi Group is deepening and expanding its business domains and accelerating its globalization as we continue to grow

Founded Bases outside Japan

beyond the framework of a general contractor.

/)

Major Group Companies in Japan

OBAYASHI ROAD OAK SETSUBI CORPORATION

@ CORPORATION

‘ NAIGAI TECHNOS OBAYASHI-SHINSEIWA REAL
EE CORPORATION =117 ESTATE CORPORATION
@ OBAYASHI FACILITIES é OBAYASHI CLEAN

CORPORATION <> ENERGY CORPORATION

OBAYASHI
=550 VIETN

(€o) TION

THAI OBAYASHI

Asia-Pacific Regional

CORPORATION

PT. JAYA
OBAYASHI

Headquarters OBAYASHI
LIMITED SINGAPORE
PRIVATE LIMITED

TAIWAN
<=~ OBAYASHI

CORPORATION

M Group company
© Branch / Office

@ Building Construction Business

Orders received*
(FY2019.3)

I 798

*QOrders received of 100 million yen or more

We provide all kinds of buildings—offices, condominiums,
commercial facilities, factories, hospitals, schools, and more—for
all kinds of needs: reducing environmental impact, energy savings,
seismic resistance and disaster prevention to ensure business
continuity, and increased comfort and convenience. We have
completed many projects emblematic of their era and culture.
Outside Japan, we are developing a community-rooted business.
This business is conducted primarily through our overseas affiliates
and mainly in Southeast Asia and North America.

OBAYASHICORPORATE REPORT 2019

Civil Engineering Business

Orders received*
(FY2019.3)

462

*QOrders received of 100 million yen or more

We contribute to a safer, more secure, and more abundant
society by constructing the infrastructure our lives depend on:
tunnels, bridges, dams, river works, urban civil engineering
structures, railroads, expressways, and more. In recent years, we
are expanding our business domain to maintenance, including
repairs, and upgrades as we actively endeavor to extend the lives
and functionality of existing infrastructure. We are also actively
expanding to Southeast Asia, North America, and Oceania,
contributing to regional economic development.

JAMES E. ROBERTS-OBAYASHI
(EE5Y CORPORATION @ KRAEMER NORTH

AMERICA, LLC

KENAIDAN
GROUP LTD.

E.W. HOWELL
£589 co., LLC

-‘_ OBAYASHI
2V USA, LLC

'— North American
Regional
Headquarters

WEBCOR, LP

Real Estate Development Business

Area of properties for lease

393102

We continue to develop and hold excellent properties for lease in
favorable locations, primarily in urban areas. We use environmentally
friendly technologies that enhance energy savings and tenant
comfort, providing safe and secure spaces that support the business
continuity of our tenant businesses. Moreover, we offer support for
large-scale developments as a project partner and specified agent
for urban redevelopment projects and we are also proactive about
participating as a business.

1892 16-.-

Employees (consolidated)

14,739

Group companies Obayashi

Corporation

and companies
subsidiaries

Affiliated

companies companies

(as of March 31, 2019)

N .
'?\ New Businesses

Electricity generated annually
(FY2019.3)

" 201,353.

We are actively taking on non-construction business domains,
including renewable energy, PPP, agriculture, and hydrogen-related
businesses. Hereafter, we will expand our initiatives in natural
energy like biomass, small-scale hydropower, geothermal, and
offshore wind power. For these efforts, we are establishing new
business models that leverage our technology and expertise in the
building construction, civil engineering, and real estate development
businesses.

OBAYASHICORPORATE REPORT 2019
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About Obayashi Group

Performance at a Glance

Consolidated Financial Highlights for Fiscal Year Ended March 31, 2019 (FY2019.3)

Net Sales

(Billions of yen) Ml Domestic Building Construction B Domestic Civil Engineering Net Sales
Overseas Construction M Real Estate Development Other

2,000 2,039.6 2,030.0
B 1,872.7 1,900.6 —23,? [T T 77650
1,773.9 1,777.8 e 314 — 351 . 1 60.0
37.0 e 350 387 44.5 S ¥ il
e R 47.0 o 4420 ' [ ] illion

!
I
i !
i )
i )
1 1
i )
I I
i )
] 1 vs FY2018.3
[ )
[ ]
[ ]
[ ]
[ ]
[ ]
! ]
[ ]
[ ]
[ ]
[ ]
[ ]
i )
I :
2015.3 2016.3 2017.3 2018.3 2019.3 2020.3 (FY)
Forecast
Orders Received
(Billions of yen) B Domestic Building Construction B Domestic Civil Engineering .
Overseas Construction [l Real Estate Development, etc. Orders ReCENEd
2,145.2
200 oS 19519 [ 027 1 880.1 1,958.8 1,965.0
Shas [ 88 A [ 85.1 77T (850
030 [ 105.4 ! s ¥ bill
"1a 627.6 S . ' | ilion
1,500 409.2 : 370.2 : o
l :
1 1
! i vs FY2018.3
! ]
[ ]
¢ 1
[l ]
[ ]
¢ 1
|l ]
[l ]
[ ]
¢ 1
[l ]
[ ]
¢ 1
|l ]
2015.3 2016.3 2017.3 2018.3 2019.3 2020.3 (FY)
Forecast
Operating Income and Operating Margin
(Billions of yen) Ml Domestic Building Construction B Domestic Civil Engineering (%)
Overseas Construction M Real Estate Development Other Operating Income vs FY2018.3
200 O Operating Margin 76 8.0 P 9

155.4.. @

10
Operating Margin vs FY2018.3
100 40 7
L 6 %

,,,,, 3

0

20153 01 2016.3 2017.3 2018.3 2019.3 2020.3 (FY)
Forecast

OBAYASHICORPORATE REPORT 2019

Profit Attributable to Owners of Parent / ROE

(Billions of yen) M Profit Attributable to Owners of Parent —O— ROE (%)

Profit Attributable to Owners of Parent ~ vs FY2018.3
¥1 1 3 -1 billion
] ROE vs FY2018.3
2015.3 2016.3 2017.3 20183 2019.3 2020.3 (FY) 1 5 6
Forecast u %
Equity / Equity Ratio
(Billions of yen) M Equity —O- Equity Ratio (%) Equity vs FY2018.3
,,,,,, 800 768.9 .80.0
,,,,,, 600 .60.0
507.6 516.0 "4 m billion
vs FY2018.3

Equity Ratio

34.7.

20153 2016.3 2017.3 2018.3 2019.3 (FY)

Interest-Bearing Debt (Including Nonrecourse Loans) and Debt-Equity Ratio

(Billions of yen) Ml Interest-Bearing Debt —O— Debt-Equity Ratio (Times) Interest-Bearing Debt vs FY2018.3
,,,,,, 500 150
= 2 2 2
.40 120
. ¥ ; m & billon
rrrrrrrrrrr 2733 2767 222 2%
rrrrrrrrrrrrrrrrrrr vs FY2018.3

Debt-Equity Ratio

0.35..

\4
0.05

2015.3 2016.3 2017.3 20183 2019.3 (FY) points
Cash Flow
M Net Cash Provided by (Used in) Operating Activities Net Cash Provided by (Used |n)
I Net Cash Provided by (Used in) Investing Activities vs FY2018.3

i Operating Activities
(Billons of yen) —O— Free Cash Flow P 9

,,,,,, 200
,,,,,, 150 158.8 ; ; 2
. ¥ | billion

77777777 746 67.2

-48.0 -45.3
2100 712

"""""" 2015.3 2016.3 2017.3 2018.3 20193 (FY)

OBAYASHICORPORATE REPORT 2019
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About Obayashi Group

Performance at a Glance

Non-Financial Information Highlights for Fiscal Year Ended March 31, 2019 (FY2019.3)

Consolidated Employee Headcount
Employees M Male (non-consolidated) Consolidated Employee Headcount

(Persons) | Female (non-consolidated) -O- Female Ratio (non-consolidated) (g,
14,739
15,000 j 20
,,,,,,,,,,, 13432 13,688 14,094 14,359
154 157 6 ' persons

77777777777 15.2 15.4 15.4 X :
...9,000 8,369 8,402 8,524 8,609 8,753 .12
1,275 1,292 1,311 1,324 1,378 Female Ratio (non-consolidated)

-~-SEERBE 15.7.

2015.3 2016.3 2017.3 2018.3 2019.3 (FY)

Annual Paid Vacation Usage Rate / Average Days of Annual Paid Vacation Taken (Non-Consolidated)

(%) Annual Paid Vacation Usage Rate (Days)
50 B Days of Annual Paid Vacation Taken 15

Annual Paid Vacation Usage Rate

“ < 3 9
27 ‘;
40 10
"""""" 37.4 37.4 | %

Average Days of Annual Paid Vacation Taken

8.3..

2015.3 2016.3 20173 2018.3 2019.3 (FY)

Return Rate after Childcare Leave / Number of Persons Taking Childcare Leave (Non-Consolidated)

(%) ~O- Male Female M Persons Taking Childcare Leave (Persons)

o
=)

Return Rate after Childcare Leave
100 100 100

100
oy A 3 B
97.3 100 100
91.2 g

Number of Persons Taking Childcare Leave

3 7 persons

0
(S

©
>
~

2015.3 2016.3 2017.3 2018.3 2019.3 (FY)

Occupational Accidents on Construction Sites (Non-Consolidated) * Including skilled workers on construction sites

B Number of Accidents Resulting in Four or More Lost Workdays ACCident Frequeﬂcy Rate Severlty Rate

777777 100 Accident Frequency Rate  —O-— Severity Rate 10 2
- 0. U | 5 ; 0 | 3

Number of Accidents
E/IeSUHILng tl r:/\l/:OLII(I;jOI’ injuries or deaths recorded for
ore Los orkaays every 1 million work hours

Severity rate:
The number of workdays lost to
workplace accidents recorded
for every 1,000 work hours

Accident frequency rate:
The number of work-related

20153 2016.3 20173 20183 2019.3 (FY)

OBAYASHICORPORATE REPORT 2019

CO2 Emissions (Non-Consolidated)

M Under Construction Others CO2 Emissions

(1,000 t-CO:) Emissions per Value of Completed Work  (t-CO:/billions of yen) 1 9 2
thousand t-CO2

Emissions per Value of Completed Work

1 40 t-CO2/billion yen

20153 2016.3 2017.3 2018.3 2019.3 (FY)

Water Consumption Volume on Construction Sites (Non-Consolidated)

(m¥billion yer)  ~O— Building Construction Sites Civil Engineering Sites Water Consumption Volume at Building Construction Sites

..2:300
2,000 1,960 2,050
1,750 1.800 m?3/billion yen

1300 1,450
1000 870 820 790 890 Water Consumption Volume at Civil Engineering Sites
590
,,,,,, 500
0 3/billion yen
2015.3 2016.3 2017.3 2018.3 2019.3 (FY)

Persons with Qualifications (Non-Consolidated)

Q
Professional engineer \§ 1 0 U 3
)
Registered first-class ﬂﬁ__gl
architect 1 841

Registered first-class persons

construction management

engineer (building

construction, civil

engineering, plumbing 5 01 9 million*

work, electricity) persons (FY2019.3)
(As of March 31, 2019)

Costs of Social Initiatives (Non-Consolidated)

persons

* Amount calculated based on social initiatives survey conducted by
Japan Business Federation (KEIDANREN).

Percentage of Employees Taking Corporate Ethics
Training (Non-Consolidated)

100% (FY2019.3)

OBAYASHICORPORATE REPORT 2019
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We are pushing toward our “Vision
through compliance, safety manage
and pursuit of ESG

S = T i o T
11 OBAYASHI.CORRORATE RERORT:2019"

S T

Rebuilding Trust in the Obayashi Group

| would first like to offer our deepest apologies for having
caused our shareholders and all other stakeholders great
concern as a result of the incident involving violation of
the Antimonopoly Act in our bids for the Chuo Shinkansen
maglev line construction project.

Obayashi takes the incident seriously. In June 2018
we enforced our Antimonopoly Act Compliance Program,
which comes with new measures to prevent recurrence of
such cases. In February 2019 we added and immediately
acted on other measures suggested by a third-party
committee. These are examples of how the entire Obayashi
Group is acting sincerely about compliance. Our policies
include “zero tolerance for getting orders and profits
by misconduct and violations of the law for any reason
whatsoever” and “never exchanging information such as
that indicating a desire to win certain orders with industry
peers who might potentially compete against us.” Following
these, we will uncompromisingly promote solid business
operations that put the highest priority on compliance.

It is also true that Obayashi deeply troubled concerned
parties in FY2019.3 because of a number of serious
workplace injuries and accidents. These called our safety
management into question. As president, | understand
that safety management is my greatest management
concern. Thus, | have resolved to fundamentally reconsider
our safety management systems and procedures and
make every effort to eliminate accidents. In addition, we
created the new Safety, Quality & Environment Division
in March 2019. It seeks to strengthen management not
only of safety but quality and the environment, which are
likewise core concerns of the Obayashi Group’s business.
The division will oversee a range of activities from setting
key policies to giving instructions to construction sites. The
Obayashi Group will be working as a team to act on our
strong resolve to never cause serious injuries or accidents.

“Vision for the Future”-A Long-Term
Vision for Sustained Growth

In the Obayashi Group’s "Vision for the Future,” we seek
to be “The leader at the forefront of technology and
productivity + A corporate group advancing while creating

diverse earnings sources.”

We seek to achieve the “Vision for the Future”
by enhancing our competitiveness and deepening
our business domains through the development of
next-generation technologies and continued growth
investment in our four business areas: building
construction, civil engineering, real estate development,
and new businesses. Along with these, we endeavor
to expand our earnings sources in domains peripheral
to construction, such as engineering and property
management, and in new fields where we can leverage
our technology and expertise. Outside Japan, we are
accelerating initiatives to improve our earning capacity.
These include drawing up business plans based on local
needs, promoting localization, expanding collaboration
with local partners, and strengthening marketing to
global enterprises.

The basic five-year policies of Medium-Term
Business Plan 2017 are “building a strong management
foundation” and “preparing the way for the future”
as well as making the strategic investments to support
these. True to these policies, we are steadily building
a management foundation that can respond to all
manner of changes in the business environment.

This includes enhancing our financial base by taking
advantage of strong earnings in recent years. We are also
making powerful investments to develop and acquire
technologies, develop human resources, and create new
business models for the future.

Initiatives for Achieving “Vision for the
Future”

Pursuing the above initiatives requires the companies of
the Obayashi Group to work together with a common
strategy. For that reason, we established the new Corporate
Strategy Division in January 2019. The division draws up and
promotes management strategies for the Group as a whole.
Building a stronger management foundation would
be impossible without strategic R&D investment to
realize highest-level technology and productivity. There
is one strategy absolutely vital to differentiating our
construction business from competitors and sustaining
our growth: increasing productivity.

OBAYASHICORPORATE REPORT 2019
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About Obayashi Group

President’s Message
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One example is automating construction processes.
We are pursuing the adoption and practical application
of leading-edge technologies like i-construction, BIM/
CIM, loT, Al, and robotics. In this manner, we are
working to build next-generation production systems
quickly, ahead of the competition.

To speed up the process, we reorganized our
Mechanical & Electrical Department and established the
Construction Robotics Division. This new division develops
construction machinery offering automation, labor
savings, and autonomous work with ICT, loT, and Al. It
aims to increase productivity by getting such machinery
to construction sites at an early date. Moreover, when
technologies are practical, the division uses them to
develop new businesses as earnings sources.

In addition, the Corporate Strategy Division’s
new Corporate Business Innovation & Management
Foundation Department pursues joint technical research
with research institutes and startups at Silicon Valley
Ventures & Laboratory, established in Silicon Valley,
California in 2017. These efforts focus on next-generation
production systems that yield transformative creation.

The Engineering Division was reorganized into an
independent division in April 2019. This gives it flexibility
to pursue M&A and alliances in next-generation medical
care, the environment, and other fields. The goal here
is to expand our "high-added-value” business model
offering solutions for the needs of customers and society.

We continue to prioritize investment in our real estate

OBAYASHICORPORATE REPORT 2019

development business and renewable energy business.
The former provides stable earnings while the latter is
steadily growing into a new earnings source. Through
such allocations, we aim to build a diverse, high-quality
business portfolio.

In April 2019, we reorganized our Overseas Business
Division into the Asia-Pacific Regional Headquarters (in
Singapore) and North American Regional Headquarters
(in San Francisco). This is to accelerate our global
expansion. Previously, our Tokyo-based Overseas Business
Division supervised our entire overseas business, spanning
regions with widely varying cultures and business
customs. Going forward, the two headquarters offices
will draw up their own growth strategies, taking account
of the characteristics of the construction markets in their
countries and regions. They will collaborate with other
divisions to realize those strategies and expand Group
business in the global market.

In addition to technology, human resources are a
management foundation to support our business and
provide a source for competitiveness. The Obayashi Group
has long practiced systematic hiring, training, and posting
of personnel. We also strive proactively to optimize the
environment by practicing exchanges of personnel within
the Group (including those outside Japan) and promoting
participation by female employees. We will continue to
secure and develop diverse personnel.

Work style reform is important in order to achieve
an appealing work environment and continually secure
talented human resources. In particular, we are working
to achieve our goal of closing construction sites eight
days out of every four-week period to alleviate long work
hours. Thus, we are working to increase productivity
with new technologies and innovations at construction
sites. Also, the processes and delivery periods we
propose to customers are premised on the goal of closing
construction sites eight days out of every four-week
period and we work to get customers’ understanding
of the same. In addition, we are stepping up efforts to
encourage fundamental reform of operational processes
and awareness within the Company. For example, we are
implementing telecommuting and RPA (robotic process
automation) for fixed tasks.

Promoting ESG and SDGs

The Obayashi Philosophy calls on us to be “A Leading
Sustainability Company.” Meanwhile, the Obayashi
Code of Conduct stipulates that we “Fulfill our social
mission” and “Ensure strict adherence to corporate
ethics.” This is exactly the ESG philosophy. It is also
what the Obayashi Group has been doing for more
than 120 years. For example, we plan buildings with
outstanding environmental performance and take
action for green procurement and getting to zero
emissions. We manage the safety of construction sites
and consider the needs of nearby residents. These are
the very definition of ESG initiatives.

We have also been focusing more on the renewable
energy business in recent years. We operate solar and
onshore wind power stations and have now begun
operating a biomass power plant in Yamanashi
Prefecture. The next promising field is offshore wind
power. As part of a current feasibility study offshore from
Akita Prefecture in Japan, the Group is working together
to lower business costs and mitigate management risks.

As | noted previously, ESG is incorporated everywhere
into our business activities. It is not a separate endeavor.
By managing our business according to ESG principles,
the Obayashi Group can contribute to the Sustainable
Development Goals (SDGs) adopted by the United
Nations General Assembly in 2015.

We established the ESG & SDGs Department
in the Corporate Strategy Division to ensure that
Group businesses as a whole are pursuing ESG and
SDG initiatives. Of the many social issues that could
be addressed, we identified six ESG materialities in
2019 that are key to realizing a sustainable society
and perpetually enhancing the corporate value of
the Group. They are: Establish an Environmentally
Responsible Society, Enhance Quality Control and
Technological Capabilities, Ensure Occupational Health
and Safety, Develop and Retain Human Resources,
Implement Rigorous Compliance, and Conduct
Responsible Supply Chain Management. We have
established KPIs to measure how much we achieve
on these materialities. We will be monitoring yearly
progress going forward, reflecting that in the measures
we take, and continuing to make improvements.

Realizing a Sustainable Society

Since its founding, the Obayashi Group has held to the
spirit of the Obayashi Three Pledges: Quality, Value, and
Efficiency. Our aim all along has been to be an enterprise
widely trusted by society by offering spaces and services
with value. This spirit forms the core of the Obayashi
Group, inspiring our efforts to meet the changing needs
of society in every age.

Today, society needs urgently to change from a mass
consumption model to a model of resource recycling.
Thus, the role played by the Obayashi Group also needs
to change. We need to do more than construct buildings
and infrastructure that will become social assets. We
need to help solve society’s challenges by offering
services peripheral to the construction business. This
includes generating renewable energy and developing,
maintaining, and managing comfortable and eco-friendly
real estate.

In response to society’s diversifying needs, the
Obayashi Group will continue to provide high-quality
buildings, infrastructure, and services and take a sincere
approach to safety, quality, the environment, and legal
compliance. In this manner, we will steadily achieve our
own growth and contribute to the realization of a society
that is safe, secure, and sustainable.

| respectfully ask you for your continued support of
the Obayashi Group.

/@/g}ﬁ' (s

Kenji Hasuwa
President
Representative Director
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About Obayashi Group

Our Value Creation

Contribution to SDGs

Through honest craftsmanship, the Obayashi Group aims to “realize a sustainable society,” as called for in the Obayashi Basic Principles.

We seek to achieve our “Vision for the Future” by the year 2042, which will be our 150th anniversary. To that end, pursuant
to Medium-Term Business Plan 2017, we are building our strategy on strengthening our four existing business pillars, deepening
and expanding our business domains, and accelerating our globalization. The Obayashi Group additionally aims to enhance its
sustainable corporate value. We have set six material issues (ESG materialities) to work on in light of the ESG perspective and
Sustainable Development Goals (SDGs) and are pursuing business activities accordingly. Through this, we will create new value
and contribute to the development of a sustainable society.
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Initiatives for promising untappedimarkets

Promote ESG Expand business in established areas, including
Management through M&As
el i Accelerate localization in established areas
.. < Globally develop Obayashi-level quality and
Material issues safety management
PR Pursue synergy effects through exchanges of
Yy N technologies and personnel The leader at
- Establish an @
Environmentally the forefront Of G.
Responsible =
gponsi technology and 2
productivity g
Enhance
Quiality B
. i 5 - . : : Control and
Building Construction Business Technological
Capabilities
m Ensure
"O=O; Occupational
Health and
Design & Building operations Maintenance & Safety Strengthen the four
engineering Procurement Construction management repair eXIStll’lg plllaI'S
(building construction, civil
Develop : 2 .
and Retain engineering, real estate
Human development, new businesses)
Resources
Implement
Rigorous
Compliance
Conduct
Real Estate Development Business_ New Businesses Responsible A corporate group

Supply Chain

Management . advancing while
* Dramatically improve productivity by building next-generation production systems * Expand the office leasing business :trengt:en a"j en:ance :ngllneerlng i . (gi'
trengthen and enhance facility manag
oG R S e ; e
« Concentrated management resources in growth markets and areas * Expand the renewable energy business Deepen and Diversify portfolio of properties for le Carnlngs sources
* Provide integrated high-value-added services related to construction * Develop and acquire new elemental technologies

Use our technology and expertise to
Management .
o Technology Human resources & organizations ESG
foundation strategy

expand business sources of earnings
domains Acquire new elemental technologig
create new businesses

Establish new business models t
with other industries
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About Obayashi Group
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Financial Review

Basic Policies under Medium-Term
Business Plan 2017

The Obayashi Group adopted its five-year Medium-Term Business
Plan 2017 for realizing our “Vision for the Future.” The basic
policies it enshrines include further enhancing our financial base

as we aim to maintain and expand our current level of profit and
thereby “building a strong management foundation” which can
withstand any changes in the business environment. It also calls for
strategic growth-oriented investment as a means of “preparing the

way for the future.”

Obayashi’s Performance in FY2019.3

Construction investment remained largely robust in Japan and
overseas in FY2019.3 (fiscal year ended March 2019). Obayashi
benefited from a favorable business environment, productivity-
enhancing measures at construction sites and business units, and
measures to cut costs and otherwise improve earnings. Previous
investments also began to pay off. Consolidated net sales set

a new record for the fifth straight year, surpassing ¥2,000
billion for the first time in FY2019.3. Operating income set a
new record for the fourth straight year and profit attributable
to owners of parent also reached a historic high. We anticipate
similar performance in FY2020.3, as we foresee the high level
of projects in hand continuing in the future. Both the FY2019.3
results and FY2020.3 forecast meet the PL targets established in
Medium-Term Business Plan 2017. We look forward to steadily

OBAYASHICORPORATE REPORT 2019

We are building a strong management
foundation by enhancing our financial base,
actively making strategic investments for
sustainable growth.

Yasuo Kotera
Director
Senior Managing Executive Officer

maintaining and expanding on this performance in order to
create greater corporate value.

Equity and the equity ratio stood at ¥768.9 billion and
34.7% respectively, at the end of FY2019.3. This puts us within
sight of our Medium-Term Business Plan 2017 targets of ¥900
billion and 40%. As such, we are on our way to "building a
strong management foundation.”

Cash flow from operations in FY2019.3 was down ¥69.8 billion
from the previous fiscal year, in part because we implemented
better payment conditions for our suppliers and subcontractors.
Even so, the figure was a positive ¥44.2 billion thanks to income
from a thriving construction business and other sources. We
used this to enhance our financial base (for example, by lowering
interest-bearing debt) and secure the capital to invest in growth.
We forecast cash flow will continue to be strong in FY2020.3.

Il Major Management Indicator Targets of Medium-Term Business Plan 2017

Targets for March 31, 2022 Results as of March 31, 2019

Equity ¥900 billion ¥768.9 billion
Equity ratio 40% 34.7%
Net interest-bearing debt 0 ¥103.5 billion

(Interest-bearing debt) (¥250.0 billion)

Targets for FY2022.3

(¥272.2 billion)
Results for FY2019.3

Net sales Around ¥2,000 billion ¥2,039.6 billion
Operating income Around ¥150 billion ¥155.4 billion
z;f:reant:”b“tab'e toowners|  ound ¥100 billion ¥113.1 billion
Profit attributable to owners

of parent per share (EPS) Around ¥150 ¥157
Return on equity (ROE) Over 10% 15.6%

M Progress on Capital Expenditure Plan (FY2018.3-FY2022.3) of
Medium-Term Business Plan 2017

Cumulative

through FY2019.3 | FY2020:3

Five-year plan

R&D of construction

e ¥100 billion ¥41.5 billion ¥20 billion

Construction machinery

] Poveirss Sl ¥50 billion ¥19.8 billion ¥10 billion

Real estate leasing

business ¥100 billion ¥74.2 billion ¥40 billion

Renewable energy

business and others ¥100 billion ¥27.3 billion ¥25 billion

M&As and others ¥50 billion ¥26.6 billion ¥5 billion
Zﬁ;ae'ncjﬁl'ff; ‘ ¥400 billion | ¥189.4 billion ‘ ¥100 billion

Capital Expenditure Plan for Achieving
“Vision for the Future”

Medium-Term Business Plan 2017 includes a capital
expenditure plan of ¥400 billion over five years as a means

of “preparing the way for the future” to achieve our “Vision
for the Future.” Priority investments include building next-
generation production systems that will use loT, Al, and
robotics to dramatically increase productivity. Another focus
is R&D that could lead to new business areas. Other initiatives
seek to diversify and stabilize our earnings sources. To that
end, we continue to invest in our real estate leasing business
and renewable energy business. We pursue M&A when there
is opportunity. We are also stepping up alliances with startups
that have leading-edge technology.

Cumulative capital expenditure from the start of Medium-
Term Business Plan 2017 through FY2019.3 have reached
about ¥189.4 billion. We plan to invest another ¥100 billion in
FY2020.3. We are also working actively to take advantage of
other good investments without being bound by our capital
expenditure plan.

In July 2019, we installed the new Investment Committee to
comprehensively evaluate Group investing activities before the
Board of Directors debates them. The evaluations range from
establishing investment policies to performing monitoring after
it is decided to launch a business. In addition, when Obayashi

M Profit Attributable to Owners EPS (Yen) M M Profit Attributable to Owners of Parent per Share (EPS) 32 32
180 -O-Dividends per Share (Yen)

of the Parent per Share (EPS)
and Dividends per Share

20113 20123

Dividend 373% 111.7%

payout ratio

makes a critical investment, this committee assesses the
investment risk and whether the return would be greater than
the capital cost. Another focus is whether the investment would
help increase Obayashi’s competitiveness and corporate value.

Policy on Shareholder Returns

Our basic policy on shareholder returns is first to try to
sustain stable dividend payouts over the long term. We
consider the need to enhance our financial base and build
up internal reserves for future investment. Then, we aim for
a consolidated dividend payout ratio of 20% to 30%. Our
dividends for FY2019.3 were set at a total annual dividend
of ¥32 per share (consolidated dividend payout ratio of
20.3%), up ¥4 from the previous year. In FY2020.3, we
again anticipate a total annual dividend of ¥32 per share.
We will continue endeavoring to increase shareholder
returns as we work to ensure that current growth

investment boosts future profits.

Promoting ESG Dialogue with
Shareholders and Institutional Investors

FY2019.3 saw a rapid expansion of ESG-focused investment
around the world. In October 2018, Obayashi issued

green bonds, funds from which can only be used in our
renewable energy business and green buildings. We
followed in June 2019 with sustainability bonds, funds

from which can be used more widely for social investment.
This includes developing skilled workers to work in the
construction industry. These issues have expanded our field
for fundraising as we appeal to investors with ESG concerns.
We held several ESG engagements with shareholders and
institutional investors in FY2019.3. In the future, we will
more proactively disclose ESG information, led by the ESG &
SDGs Department newly established in January 2019.

Dividends
_________ per share (Yen)
28 28 =30
r1,5,3,‘ 25
| .20
L]
10
,,,,,, 5
20143 2015.3 2016.3 2017.3 20183 2019.3 2026,3 for;cast (FY)

26.6% 25.0%  20.4% 21.3%  21.7% 203%  209%
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About Obayashi Group

Material Issues and KPlIs

Upon the start of Medium-Term Business Plan 2017, the Obayashi Group set its sights on its “Vision for the Future” and better [m] ESG materialities of the Obayashi Group
clarified the social challenges to work on.

The material issues specified were as below. The Obayashi Group is conducting initiatives in which these material issues are

associated with SDGs. In this manner, we are working to realize a sustainable society.
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[®] The Process of Determining Material Issues

DECENT WORKAND

In FY2019.3, we used the following process to decide on six material ESG issues to address. L]

o

Establish an

STEP Identify the relevant challenges Environmentally B 13
. . . . . N . 15 PEACE, JUSTICE 17 PARTNERSHIPS ResponSIbIe ANDPRODUCTION
A comprehensive list of about 300 ESG challenges was drawn up based on international guidelines and the Sustainable e Pt Society QO
; ; ¥ Conduct Enhance Quality
n Development Goals (SDGs) and such. From this, we drew out 22 ESG challenges relevant to the Obayashi Group. -zz Responsible p
Supply Chaln TeChnOIoglcal DEGENT WORK AND
. 4 RN 16 %:Lﬁlﬂ Management Capabilities wn\m
STEP Prioritize the challenges ﬁ/" Cm 5 “'
Next, we evaluated the 22 ESG challenges identified in the previous step in terms of stakeholder interest and prp— 17 omsaes
n significance and impact on the Obayashi Group. e Ensure @
Implement . | w
Rigorous Occupationa 5
gor Health and )
4 Compliance safet A
QUALITY GENDER 'DECENT WORK AND y X
D . h . I . EDUCATION 5 EQUALITY ECONOMIC GROWTH D I d o
q evelop an
STEP etermine the material Issues o , ' i| & | i raop ane. = [T 8
Based on the results of prioritizing, we took account of the Obayashi Basic Principles, consistency with our (1 Resources =
n business strategy, and the like and selected six challenges. Upper management deliberated and determined that 10 |16
these would be the material issues of the Obayashi Group. p - ) z
a4 - =
(w] Setting KPIs
The Obayashi Group established action plans and KPIs to solve the material issues. —
Mater S Impact on our business Action plan _ _ KPI Targets for March 31, 2022
Ratio of design and construction projects (of 2,000 m? and up) with CASBEE ranking of A or higher At least 70%
) . Promote environmentally friendly businesses
« Expansion of construction demand through development of Ratio of sustainability-related capital expenditure to real estate leasing business capital expenditure At least 90%
environmentally related technology and generation of new - . -
Establish an Environmentally businesses Promote renewable energy business Electricity generated annually as a result of renewable energy business At least 370,000 MWh g’
Responsible Society * Pe\ay in response to stricter environmental laws and regulapon, Direct contribution of CO2 emissions reduction rate (vs. FY2014.3) 85% reduction by FY2031.3 oy
increase in the costs of environment management, decline in Promote decarbonation 2
competitiveness Indirect contribution of CO2 emissions reduction rate (vs. FY2014.3) 25% reduction by FY2031.3 %‘-
Contribute to realizing a recycling-oriented society Emissions of construction waste material per unit value of completed construction work No more than 140 t/billion yen ;:
)
Pursue reliable quality Customer satisfaction rate 100% %
« Improvement in productivity, strengthening of competitiveness, o
Enhance Quality Control and and increase in business opportunities Use technological capabilities to further enhance productivity Construction business productivity increase rate (vs. FY2017.3) At least 10% by FY2022.3 ~
Technological Capabilities « Loss of trust, decline in competitiveness, loss of business o of T . . . _ p _ ]
opportunities Maintain good construction management system Ratio o workers with important construction management crgdentlgls, p'rofessmnall engineer, reg|sFe‘red irst-class architect, registered first-class Maintain at least 80%
construction management engineer (building construction, civil engineering, plumbing work, electricity)
. * Securing talented human resources, strengthening network of Number of fatal accidents 0 cases
Ensure Occupational Health excellent suppliers Rigorously apply the Occupational Health and Safety
and Safety « Drop in trust from customers, etc., decline in productivity Management System (OHSMS) _ } ] -
because of accidents Degree of achievement of the Occupational Health and Safety Management System evaluation items At least 90%
Ratio of practice of closing construction sites eight days out of every four-week period 100%
Promote work style reform
. ] i i izati atio of eligible male employees taking childcare leave or other leave for the purpose of childcare b
Securing talented human resources, improving organizational Ratio of eligible male employ king childcare | her leave for the purpose of child 15%
Develop and Retain Human capabilities, and expanding business domal.ns . N Ratio of employment of people with disabilities At least 2.4%
Resources « Outflow of talented human resources, decline in productivity,
increasing organizational rigidity Promote diversity Ratio of female managers 10% by 2024
Ratio of female engineers 10% by 2024 g
o
* Improvement of trust in the Company by society, improvement in | Promote the Corporate Ethics Program Ratio of employees taking corporate ethics training 100% g
. . organizational capabilities, strengthening of business foundation =3
Implement Rigorous Compliance ; ) P ™
« Suspension/cessation of business activities, loss of trust, loss of o
business opportunities Practice rigorous information security management Ratio of employees taking information security training 100% L
Q
* Improving competitiveness by building a strong network with CSR procurement guidelines comprehension questionnaire response rate 100%
suppliers and strengthening the ability to respond in the BCP Promote CSR procurement - - -
Conduct Responsible Supply (business continuity plan) in the event of a disaster Construction materials green procurement rate 55% or higher
Chain Management * Suspension/cessation of business .due to halting Of procurement, Number of Certified Excellent Site Supervisors / Excellent Operators More than previous fiscal year
and a loss of trust and loss of business opportunities from the Train and support skilled workers
occurrence of human rights issues and other problems Number of persons completing training at the Obayashi Rin-yu-kai Vocational Training School More than previous fiscal year
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| Business Report |

Productivity Increasing Initiatives
for the Future of the Construction
Industry

Obayashi enacted a reorganization in early 2019 to strengthen
marketing competitiveness and procurement, increase
productivity, and expand our global business domains. We are
making the human resources, technology, and information

of the entire Group borderless as we work to draw on their
synergy to maximize earnings in Japan and overseas.

Increasing productivity is particularly important for making
the construction industry more appealing and ensuring its
sustainable development. By increasing productivity with the
development and acquisition of leading-edge construction
technologies, we aim to enact powerful work style reform and
overcome the shortage of skilled workers. By implementing
innovative technologies, moreover, we will enhance safety and
quality as well as each building’s comfort, economy, and energy
fficiency. We believe that doing so will lead to solutions to the
G challenges that society as a whole is looking for.

hingo Ura

epresentative Director,
xecutive Vice President,
General Manager of Building Construction Division

Building Construction Business

DECENT WORK AND INDUSTRY, NNOVATION SUSTAINABLEGITIES
Relevant SDGs ECONOMIC GROWTH ANDINRASTRUCTURE 11 ANDCOMMUNITIES

i K e

Opportunities and Risks in Business Environment

_UO ® Abundant private-sector non-residential construction
o demand will continue, including large-scale
% redevelopment of urban areas and capital investment
g as the manufacturing industry returns to Japan
g: mEvolution and spread of IoT, Al, and robotics to support
“n societies with declining populations

®Robust construction demand in Southeast Asia, North

America, and Oceania

= ®Decline in private construction investment when
43 business conditions slow
w

mSocial demands to correct problems in working
environments, such as long work hours

®Materials supply shortages, labor force shortages and
aging, and resulting cost increases

®Impact on earnings and business evaluation if there are
major safety or quality incidents

mGreat fluctuations in exchange rates, legal systems, and
political and economic conditions overseas where we
do business

OBAYASHICORPORATE REPORT 2019

Business Strategy

Realize stable earnings by enhancing competitive
1 advantages in growth markets and areas and providing
integrated high-value-added services for buildings,
centered on leveraging the Group's total capabilities and
global network

Improve productivity by building next-generation
production systems utilizing IoT, Al, and robotics,
transforming business processes by basing them on BIM,
and developing labor-saving construction methods, etc.

Secure production capacity by improving the working
environment at construction sites, developing multi-
skilled workers, securing skilled workers, and providing
educational support, etc.

defects by implementing diverse education programs and
rigorously managing quality and safety by ICT

Enhance earnings capacity and expand business domains
by collaborating with local partners in the Group's
overseas business and developing global human resources

4 Eradicate serious accidents and quality and construction

Initiatives in FY2019.3 (Domestic)

Private-sector capital expenditure was very robust in the
domestic market, with orders received remaining very strong.
Under those conditions, we developed our marketing strategy
with a focus on growth fields and areas. For FY2019.3, the result
was ¥1,103.9 billion in consolidated domestic orders received

(a significant ¥87.1 billion higher than the previous fiscal year).
Consolidated net sales reached ¥1,126.5 billion (up ¥112.1
billion), thanks to plentiful projects in hand. Operating income
was also up, reaching ¥93.7 billion (up ¥9.7 billion).

We are keeping an eye on the years that will follow the
Olympic and Paralympic Games Tokyo 2020. Thus, we have
stepped up initiatives related to integrated resorts and the
PPP business. At the same time, we have been pursuing large
projects in urban areas and growth markets like next-generation
data centers and high-function logistics facilities. After it was

decided that Expo 2025 would take place in the Yumeshima

Orders received Net sales

District of Osaka City, Obayashi set up an Osaka-Kansai Expo/IR
Section. (The new Yumeshima Development Division, under the
direct control of the president, was also created in April 2019.)
We will continue working proactively to quickly seize the rising
momentum and contribute to Yumeshima'’s development and
the economic development of the Kansai region.

We are also endeavoring to resolve the problem of long
work hours. For example, we are radically overhauling routine
construction site work. We have also implemented the
practice of front-loading, where production stage information
is incorporated starting from the design stage. This helps
eliminate rework in the construction flow and greatly enhance
efficiency overall. Additionally, we are tapping the power of
BIM, IoT, Al, and robotics to develop and expand on labor-
saving and quick-build construction techniques and next-

generation production systems.

Operating income

1 469 2 Up 10.4% 1 535 2 Up 9.8% 100 4 Up 15.6%
¥ 2 [ billion  year onyear ¥ 2 (] billion year on year ¥ o ¥ billion year on year

[J Domestic M Overseas (Billions of yen)
1,440.0

(FY) 2016.3 2017.3 2018.3 2019.3 2020.3
forecast

[JDomestic M Overseas

(FY) 2016.3 2017.3 2018.3 2019.3 2020.3

(Billions of yen) [ Domestic Ml Overseas -8 Operating margin (%) (Billions of yen)
63 62 6.5 6.6

(FY) 2016.3 2017.3 2018.3 2019.3 2020.3
forecast forecast

Major Initiatives in FY2019.3 (Overseas)

Construction demand remained vigorous in overseas markets,
especially North America and Asia. Consolidated orders
received for overseas building construction in FY2019.3 totaled
¥365.2 billion, a wide gain. Thanks to large projects in North
America and Asia, net sales reached ¥408.7 billion. With
operating income of about ¥6.7 billion, both our profit and
operating margin improved.

Major initiatives in FY2019.3 included strengthening
collaboration with local firms with a view toward future M&A. One
outcome happened in Australia, where we won an order from a

local customer by working with a local construction company.

We have also stepped up cooperation with overseas design

firms and collaboration with businesses leading the field in

BIM 3D design. We also continued pursuing joint R&D at our
satellite office in Silicon Valley in the U.S. One result was the
successful development of a next-generation automatic quality
inspection system. Finally, we promoted localization and human
resource development at our overseas affiliates. For example,
we gave training in line with our global expansion and sent
Obayashi Corporation employees on overseas assignments. We
also brought local employees to Japan for technical training and

promoted overseas hires to management in their local areas.

OBAYASHICORPORATE REPORT 2019
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Building Construction Business

Policy and Outlook for FY2020.3

Domestic

We are pursuing three priorities in FY2020.3: increasing earning
capacity, ensuring safety and quality, and implementing rigorous
compliance.

Particularly concerning increasing earning capacity, the
Marketing Planning Department, newly established with an
Obayashi reorganization in April 2019, has taken over the task of
drawing up a strategy for marketing to private-sector customer
groups. The department brings together personnel from all
branches across the building construction and civil engineering
business domains. Moreover, by centrally managing customer
information, we aim to boost marketing and strengthen
partnerships and cooperation with Group companies in Japan.
The Procurement Management Department, likewise newly
established, builds procurement networks spanning all branches
and promotes strategic procurement. Also, the iPD Center builds
business processes that leverage BIM, promotes consistent
use of BIM across all project phases, and establishes BIM as a
foundation for our work. In this way it is helping to enhance
competitiveness and increase productivity. We project
consolidated net sales of ¥1,116 billion in FY2020.3, the highest
level in several years.

Project Report (Domestic)

A New Landmark for Central Osaka
[MUFG Bank, Ltd. Osaka Bldg.]

MUFG Bank's Osaka base
was completed in May
2018. Standing more
than 100 m in height, it
forms a new landmark
in the area of Midosuji
Road.

The eaves of the
tower align at 50 m,
halfway to the roof. The
exterior evokes the look
of the previous building
while harmonizing
with the scenery of the

Midosuji neighborhood.

OBAYASHICORPORATE REPORT 2019

Overseas

In FY2020.3, we have established the new North American
Regional Headquarters in San Francisco and Asia-Pacific
Regional Headquarters in Singapore to pursue strategies unique
to their areas. By setting up bases more deeply rooted in their
communities and collaborating with local partners, we are
working to capture more orders and expand into neighboring
countries where we can use the resources of overseas Group
companies. And by tapping the Obayashi Group’s networks
in Japan and abroad, the Group as a whole is developing an
order-winning strategy that includes supporting overseas capital
expenditure by Japan-affiliated companies and helping foreign-
affiliated companies set up business in Japan.

Systematically training global human resources is a
key challenge in our quest to expand business overseas. In
response, we are actively promoting networking with personnel
at Group companies outside Japan, assigning employees from
Japan to overseas companies, and putting young employees
through our global training programs.

We project overseas net sales of ¥372 billion in FY2020.3.
In spite of a rebound decline following major progress on large
projects by Group companies in the previous fiscal year, our
performance remains strong.

Twin Towers Symbolize Redevelopment of
Otemachi
[OTEMACHI PLACE EAST TOWER]

Obayashi provided
design and construction
for OTEMACHI PLACE
EAST TOWER, one

of the high-rise twin
towers that opened

in Otemachi, Tokyo in
September 2018. The
East Tower has 32 floors
above ground and 3
below.

The East Tower
features one of the
largest halls in the
area, which equips
Otemachi to better
host international
conferences.

Project Report (Overseas)

Singapore’s New Landmark in Changi Airport
[Jewel Changi Airport]

Jewel Changi Airport is a new iconic destination located at
Singapore Changi Airport, and it was constructed by a joint
venture comprising of Obayashi Singapore Private Limited

and Woh Hup (Private) Limited. Jewel has an iconic glass and
steel facade, and there are multidimensional lifestyle offerings
comprising gardens and attractions, over 280 retail and dining
options, a hotel and airport facilities within the complex. Jewel is
seamlessly connected to Changi Airport’s Terminal 1 Arrival Hall,

and linked to Terminals 2 and 3 via pedestrian bridges.

TOPIC

Construction of Ballpark as a “Symbol of Hokkaido”

Obayashi, together with HKS Inc., a major
architectural design firm in Texas, U.S.A., won the
order in the autumn of 2018 to build and design a
new sports venue in Kitahiroshima City, Hokkaido.
Planned by the Hokkaido Nippon-Ham Fighters
Baseball Club Co., Ltd., the site is tentatively named
HOKKAIDO BALLPARK. The bidding competition
was designed to accept technology proposals, which
were evaluated comprehensively. Our bid combined
Obayashi’s technological capabilities with the
creative power of HKS, which has designed many
other stadiums. The ballpark proposal earned high
praise for making good use of the abundant natural
environment in a way well suited to Hokkaido.

The distinctive exterior will feature one of
Japan'’s largest retractable roofs and a glass wall
giving an open feel. Inside, a 360° concourse will
afford views of the entire field for a novel viewing
experience. A natural turf is planned to enhance
player performance.

The design aims to create a new symbol for
Hokkaido, one that fans and citizens will embrace
and be proud of. Work will begin in May 2020 with
a planned opening in March 2023.

Large-Scale Research and Medical Center
Opens on Long Island, New York
[Stony Brook Hospital MART Core/Shell]

Obayashi Group company E.W. Howell Co., LLC constructed two
new buildings for the hospital on Long Island, New York. One

is the eight-story Medical and Research Translation (MART)
Building, home to the hospital’s cancer center. The other is the
10-story Hospital Pavilion, which consists of children’s outpatient
offices and hospital rooms.

This was a challenging project, since it had to meet the
complex needs of medical facility end users. However, through
the use of BIM, E.W. Howell was able to understand these needs
precisely and then meet them.

(©Courtesy/of:The LiRo Group]

(lllustration upon completior;)
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| Business Report |

Creating Unique Value That
Customers and Society Appreciate

The spirit of the Obayashi Three Pledges is as alive today as it
has been since our founding. It is in that spirit that we continue
to create unique value by developing technologies and devising
innovations that give customers better products with more
efficiency and value.

In addition, to be truly indispensable to society, we must be
worthy of our customers’ trust and be reliable to our suppliers
by persistently protecting the safety of all persons working on
our construction sites. Safety is fundamental to everything and
is our top priority. As such, we are working to create better
construction site environments.

To make this a reality, we believe that the thinking and
actions of every employee involved in the civil engineering
business are ESG efforts and will help enhance our corporate

presentative Director,
ecutive Vice President,
eral Manager of Civil Engineering Construction Division

Civil Engineering Business

DEGENT WORK AND INDUSTRY,INNOVATION SUSTAINABLE GITIES
Relevant SDGs ECONOMIC GROWTH ANDINRASTRUCTURE 11 ANDCOMMUNITIES
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Opportunities and Risks in Business Environment
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® Growing market for maintenance and renovation of
infrastructure built in Japan’s high growth period

" A constant need for clean energy

® Evolution and spread of loT, Al, and robotics to support
Japan with its declining population

® Increasing demand to build infrastructure in newly
emerging economies as they develop, overseas
infrastructure projects driven by partnerships between
the Japanese government and private sector

= Worries about lack of production capacity as changing
population structures leave fewer skilled workers,
rising construction costs

SysIy

® Impact on earnings and business evaluation when
there are major safety or quality incidents

OBAYASHICORPORATE REPORT 2019

Business Strategy

Strategically acquire orders to construct, renew, and
extend the life of infrastructure that contributes to
the safety and security of the public as well as Japan’s
economic development

Work to acquire orders for energy-related projects that
respond to social and environmental change

Expand design-build projects using labor-saving
technology and ICT, and further increase productivity and
construction safety using loT and Al

Diversify earnings base by expanding into upstream and
downstream sectors in the civil engineering business

Secure employees and skilled workers by improving the
working environment on construction sites and secure
production capacity by supporting their development and
so forth

Stabilize business earnings by promoting business
strategies tailored to regional characteristics in overseas
business and strengthening coordination between Japan
and overseas

o~ O~ —

Major Initiatives in FY2019.3 (Domestic)

Construction demand remained robust in the domestic market
and order-taking was largely good. Offsetting factors included

a large-scale project postponed until a later period. As a result,
consolidated orders received were down year on year to ¥322.2
billion. Net sales were up ¥5.2 billion over the previous fiscal
year thanks to steady progress on the abundant projects in hand
after strong order-taking in the previous year. Operating income
also rose, up ¥1.4 billion following a gain in net sales.

Major initiatives in FY2019.3 were geared toward expanding
design and construction with labor-saving technology and ICT.
We worked on this by expanding the scope of application of
labor-saving technology. Such technology included precast
parapets for a large-scale bridge renovation project. Another

was “Slim Fastener™,” in which SLIM-crete ultra-high-strength

Orders received Net sales

8.8%
¥4 0 4 ( ] 5 billion Iil'z‘glrnon yea/r

[ Domestic M Overseas (Billions of yen)

440.0 4247 441

(FY) 2016.3 2017.3 2018.3 2019.3 2020.3
forecast

4 1 0 2 o Down 2.9%
¥ [ ] billion year on year

[ Domestic M Overseas

422.5

(FY) 2016.3 2017.3 2018.3 2019.3 2020.3

fiber-reinforced concrete is used in the lateral joints of precast
slabs. In order to promote the further use of CIM, we built a
new CIM model that incorporates additional geotechnical data
of the ground behind the cutting face which is obtained during
tunnel construction. Japan’s Ministry of Land, Infrastructure,
Transport and Tourism decided to apply this model in PRISM
(Public/Private R&D Investment Strategic Expansion Program).
This model is testing technology that enables devices to assess
the condition of the cutting face in the process of excavation.
In addition, we formulated our Work Style Reform Action Plan
that, among other things, promotes the use of ICT tools to
reform work styles and in particular shorten total working hours,
and continued our efforts to achieve closing each construction

site eight days out of every four-week period in the future.

Operating income

5.1%
¥4 1 [ ] 7 billion yeal:':)n year

(Billions of yen) [ Domestic Ml Overseas -®-Operating margin (%) (Billions of yen)

93M
410.2 % a8 bz o

3.8 397 1

1347.0

-3.1
(FY) 2016.3 2017.3 2018.3 2019.3 2020.3

forecast
forecast

Major Initiatives in FY2019.3 (Overseas)

Construction investment was solid in overseas markets. Though
the international economy began to feel more unpredictable,
there was vigorous infrastructure demand, especially in
Southeast Asian markets, and a strong construction market
in the U.S. As a result, FY2019.3 consolidated orders received
reached ¥82.3 billion, a significant increase over the previous
year. Net sales declined year on year to ¥58.8 billion largely
because order-taking was sluggish for the last two years
previous year. Operating income reached ¥1.9 billion with

an assist from our initiatives to boost our operating margin.
FY2019.3 initiatives included building partnerships with local
enterprises in those regions where the Obayashi Group has

extended its business. We also focused on taking part in

large-scale projects such as building new social infrastructure

requiring high-level technology. We furthermore proactively
bid on large projects, using our design, procurement, safety
management, and delivery management strengths to attract
orders. In the infrastructure exporting business led by the
Japanese government, we have participated in the “Kanchpur,
Meghna and Gumti 2nd Bridges Construction and Existing
Bridges Rehabilitation Project,” made possible with Official
Development Assistance (ODA) in Bangladesh. As part of this,
we completed the second Kanchpur bridge, which has opened
successfully. In addition, the Jakarta Mass Rapid Transit (MRT)
that we constructed in a joint venture with local firms began

operating in March 2019, as originally scheduled.
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Civil Engineering Business

Policy and Outlook for FY2020.3

Domestic

Key measures for FY2020.3 include development and work
site deployment of technologies designed to make future
construction more automated, labor saving, and autonomous.

We are also stepping up marketing to the private sector.
We aim to increase construction management efficiency and
productivity by using the CIM platform. We are also pursuing
development and work site deployment of technologies suited
to particular types of projects, from large-scale earthworks and
dams where introducing autonomous technology is relatively
easy to urban civil engineering where it is more difficult.
Additionally, one way we are stepping up marketing to the
private sector is gauging market trends, particularly for electric
power, gas, railroads, and the like, and narrowing down our
order-taking targets. Another example is using expert teams
with members from across the organization.

We project consolidated orders received of ¥350 billion, net
sales of ¥347 billion, and operating income of ¥36 billion in
FY2020.3.

Overseas

The Asia-Pacific Regional Headquarters (Singapore) and North
American Regional Headquarters (San Francisco), both newly
established in April 2019, will lead the effort to develop closer
collaboration with local partners to bid on and construct
projects. They will also help us step up management of business
risks unigue to overseas markets. Operating out of Singapore,
the Asia-Pacific Regional Headquarters will oversee markets

in Asia, Oceania, and Guam and enhance marketing as an
organization. The North America Regional Headquarters will
selectively aim for small- to medium-scale orders that help us
sustain a certain amount of construction work and develop

and make use of our human resources. Other priorities are
promoting local hiring and development of global human
resources with a long-term perspective and stabilizing our
revenue base through more localization in each area. Finally, we
plan to select outstanding local partners and cooperate with
them more closely with an eye on future M&A as we seek to
continue expanding our business. We project consolidated net
sales of ¥70 billion in FY2020.3.

Project Report (Domestic)

Strengthening Wide-Area Network Functionality in

Tokai Region

[Shin-Meishin Expressway]

The Shin-Meishin Expressway between Yokkaichi Junction

and Kameyama-nishi Junction opened to traffic in March

2019 (with some sections opening earlier), extending the

roadway by 27.8 km. Obayashi constructed 14.9 km of the

expressway (about 5.5 km in tunnels), or about 54% of

the addition, and also constructed Yokkaichi Junction.
The seven projects for which Obayashi took orders

in this section were all completed by March 2019. They

contributed greatly to forming a double network

between Shizuoka Prefecture and Shiga Prefecture.

Photo-eredits Central Nippon Expressway Company Lintited (takeniMarch 2019)
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Swift Recovery after Damage from Heavy Rains
[Project for Urgent Recovery from Heavy Rain Damage on
San-yo Expressway]
In July 2018, rivers in many areas, especially in western
Japan, flooded and left sediment deposits. Obayashi
did disaster recovery work on Hiroshima-Kure Road and
San-yo Expressway, among others, seeking to restore this
infrastructure as quickly as possible.

We also dispatched employees from around Japan to
assist at damaged expressway and railroad locations as
the entire company worked to speed up recovery.

The main track of Hiroshima-Kure Road One lane is reopened after debris was

removed (San-yo Expressway recovery
project).

reopened on September 27, 2018.

Project Report (Overseas)

Obayashi Technology Contributes to New Zealand’s
Largest Expressway Project
[Waterview Connection Tunnels and Great North Road Interchange]
Obayashi participated in New Zealand’s largest expressway
project, in Auckland, the country’s largest city.

The shield tunnel was excavated to an outer diameter
of 14.5 meters, the widest in the southern hemisphere.
Obayashi’s large-section shield and low-overburden
excavation technology were instrumental at the bidding and
construction stages. In this project, the client and contractor
worked as a team in an alliance contract. The arrangement
covered everything from delivery time and cost target setting
to design, construction, maintenance, and management. The
team members produced steady results working together.
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