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Aus TA L Austalis a global ship builder and defence prime contractor with industry leading
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capabilities in the development of both defence and com mercial vessel platforms.

SHIPS » SYSTEMS + SUPPORT
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Qutline AUSTAL Overview AUSTAL

Founded in 1988 and listed on the Australian Securities Exchange in 1998, Austal is a leading defence prime

in the design, and of high perfomance vessels for defence
° IntrOdUCt| on and commercial purposes with 250+ ships designed, built and deliv ered.
.. ™ . > Austal has a global footprint with strategically located shipyards and service facilities:

« Decisionto Go to Philippines
° 1 1 + Australia + Europe

Business Exp_enence + United States + Middle East
* People Experience + Philippines . Asia
.

FUture > Austal's focus is on the deliv ery of three product platforms: Ships « Sy stems « Support
e Summary

SHIPS SYSTEMS SUPPORT
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Products and Services AUSTAL Austal Values AUSTAL
SYSTEMS SUPPORT Our global team is guided by a univ ersal set of values that describe the focus of our efforts. Our goal is for all
of our decisions and actions to reflect these core values. We believe that putting our values into practice
ey - = creates the greatest benefits for our shareholders, ployees, suppliers and cc ities in which
we serve.
Excellence
We work hard to be the very bestat what we do, every day.
We nev er rest on past achievements or accept the status quo.
We alway s seek a better way to improv e our customer relationships,
e L * Lo : our innov ativ e designs, our productivity, our saf ety and quality standards.
Customer
Our customer is the focus of everything we do.
THROUGH-LIFE Integrity
DEFENCE MARINELINK CAPABILITY Every interaction with our customers, our people, and our suppliers is with respect,
MANAGEMENT honesty and transparency.
Teamwork
By working as a team we can achiev e any thing.
We all hav e an important role to ensure Austal’s ongoing success.
We v alue each other’s contribution.
COMMERCIAL RIDE CONTROL
5 7
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Vision & Mission AUSTAL Austal Group Operating Structure AUSTAL

Vision

Austal Limited

Austal aims to be recognised internally and externally as a high
performing, commercially disciplined prime contractor of ships,
sy stems and support — through the continuous and sustainable
achievement of key business outcomes, namely;

> Inspired people

> Innovative, high quality productsand services

r
Austal Au

Austal

Shipyard & Service)

Austal
Systems

Austal

Middle East e

» Customer satisfaction

» Productivity and efficiency

> Sound financial management

) B s
Mission -

To provide atotal product and service solution as a high
performing, commercially disciplined prime contractor for the
design, build and sustainment of defence and commercial, ships
and sy stems.

Queensland

Service Centre

I orcrern T As at February 2015

Service Centre
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Austal Global Presence
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AUSTAL

Austal Philippines
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AUSTAL

W el dabesrad i arite. ® Shiprary ® ptem Sercice Contren
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DECISION TO GO TO PHILIPPINES

S T
- WELCOME -

H.E. BENIGNO S. AQUINO Ili
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Austal Philippines

Decision to Go to Philippines

I

AUSTAL

O Austal Philippines is located in the Municipality of Balamban which
is approximately 64 km northwest of Cebu City.

SHIPS « SYSTEMS « SUPPORT
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Why did we relocate the business?

v v

Macro Objectives

>

v

Decision to relocate any business, is a bigone
Commercial Shipbuilding operationswere based in
Western Australia

Exposed to the high AUD and the inflationary
pressures of competing against mining, oil and gas
companiesfor skilled labourin a resource rich state
Resulted in a significant deterioration of Austal’s
competitive position

We need to relocate our business

Locate closer to our customers (Asia Pacific, the
Middle East & Europe)

Reduce or eliminate our exposure to AUD

Re-set our cost base to a competitive level at which
we could compete

Operate in a stable economic and legislative
environment

SHIPS « SYSTEMS * SUPPORT
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Decision to Go to Philippines
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Austal Philippines AUSTAL

Shipyard Search

» We undertook a comprehensive search and
investigated several existing shipyards across a
range of countries
We identified a dormart shipyard in the Philippines
that was previously operated by a competitor of
Austal, who built similar ty pes of ships
» We were attracted to the Philippines shipy ard for two
key reasons
*= Re-commissioning a brownfields site enabled
us to avoid the challenges of building a new
shipyard, at the same time as learning how to
do business in anew country, build a workf orce
and build > US$50M of ships.
= Existence of askilled labour market
Austal employ ed > 200 Filipinos in Western Australia
between 2006 — 2008 when the labour market was
tight
Great experience working with Filipinos, they are
hardworking, capable and productiv e people
» We dedicated the majority of 2011 to conducting
detailed due diligence on the shipyard and the
business environment
Ultimately we found all of the key elements that we
were searching for by moving to the Philippines
SHIPS + SYSTEMS « SUPPORT
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> Inlate 2011, Austal acquired a shipyard in the Philippines to regionalise
its manufacturing base for commercial vessels.

> It started its operations on February 2012 with about 21 employees.
> Has aland area of 100,000 sqm

SHIPS « SYSTEMS « SUPPORT

Decision to Go to Philippines
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Our Vision AUSTAL

Timeline

» We signed contracts to take over the
shipyard in November of 2011

» Immediately began a major refurbishment
project of the facilites that had been
dormantfor two years

» We mobilised tools, equipment and
materials and recruited the first local
employeesin Januaryof 2012.

» We cut metal on the first vessel in
February and cut metal on the second
vesselin May

SHIPS « SYSTEMS « SUPPORT

A world class shipyard with
sustainable profitability.
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Our Mission AUSTAL

Business Experience AUSTAL

We are the leader in the aluminium vessel construction inthe global market.
Our People are uniquely guided by the values of
Excellence, Customer, Integrity, and Teamwork.

We are constantly engaged to have a consistent diive for
excellence towardsour ultimate goal.

Our Products are the best ships that are forged
with the highest quality standards, delivered on
time, and made ata competitive cost.

Our Property is a world—dass shipyard that is clean,
orderly, hazard free, and visually managed. Our fadility
will establish our reputation as a global contender for the
needsof our customers.

SHIPS « SYSTEMS « SUPPORT

Business registration

» Austal shipyard is locatedin a PEZA zone

» PEZAprovide a single pointof co-ordination for all registrations and government
interaction

» Registration was streamlined and efficientand was completed withoutanymajor
challenges

Investmentincentives

» Able to access to attractive investmentincentives bylocating in a PEZA zone

» Including an introductoryincometaxholiday

> Duty free importation oftools and materials on the basis thatthe majority of our
productwould be for export markets

Intangible support

» Plenty of supportata national, provincial and municipallevel
» Welcomed with open arms

SHIPS « SYSTEMS « SUPPORT
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Process Flow AUSTAL Business Experience AUSTAL
" Supply Chain
BUSINESS/ MARKET INTELLIGENCE \
Product Lifecycle Management
New product and’or design, supply, p ion, quality, npli and y
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Business Experience AUSTAL Business Experience AUSTAL
Procurement
Freight Cost and Lead Time Comparison
Sourcing Strategy 250 70
ws
60
z * 60
ws 20% W 20% W 20%
& 45 50
s H . H
o 15% W 15% 40 3
= T
s E H
=) 2
5 s
2% : = 405 0% S
1%
i - y 2
FY2013 Y4 FYaots 59
US WEUROPE « OCEANATAINE) wASIA 7 10
L]
» Significant effortin establishing a Philippines Centric Supplier Network 0% . . . 0
» Important to make your new location the focal point for Procurement activities, otherwise ASIA OCEANIA us EUROPE
you will bearthe cost of higherrelative prices, additional freightand longerlead times Freight ®Lead ti
» We have identified local suppliers that are hungry for work, flexible, can mobilise quicky WFreight @Lead time
and do a high quality job 21 23
SHIPS « SYSTEMS + SUPPORT SHIPS « SYSTEMS + SUPPORT
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Business Experience AUSTAL Business Experience AUSTAL

Logistics

Importing materials and clearing customs has been fast and efficient and have
not encountered anyissues or delays

Established relationshipwith governing bodies(PEZA, Marina, Customs, etc.)
Good pool of competitive suppliers(both brokers and forwarders)

Growing network with keystakeholders

v

Y VY

22
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Supply Chain Challenges/Opportunities

» Challenges
= Port Congestion
= Policy reforms for PEZA locators

» Opportunities
» Infrastructure development

» Plethora of local suppliers

SHIPS « SYSTEMS * SUPPORT

» Emerging organization for marine industry(Best Practice Sharing)
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Business Experience AUSTAL People Experience AUSTAL

Banking & Legal Cultural elements
» Modern efficientbanking system » At a cultural level Filipinos are friendly and welcoming of expatriates into their
» Soughtlegal advice as required butthe legal system hasn’tbeendifficultto communityand have a genuine desire to displayhospitality

navigate » | have devoted management attention to creating a blend of the Filipino and

Austal cultures

Labour Law » Ensuring thatexpatriates understand thattheyare guests ofthe Filipino people

v

Recriting local management and adopting local customs go a long way in
» Logical and well balanced between protecting the interests of the workers and assimilating with the local culture
being functional for business

SHIPS « SYSTEMS « SUPPORT > SHIPS « SYSTEMS « SUPPORT 7
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People Experience AUSTAL People Experience AUSTAL
Language Workforce
» Englishis widelyspoken andtherefore communication has beensignificantly » Investment decision was predicated on the availability of a large highly skilled
easier. labour force in the local community
» Our premise was correct and we now have ~300 direct employees across the
Business unit with local resources production trades and all ofthe supportfunctions.
» We still have a large pipeline of applicants and | expect it to be at a greater
» Self sufficiencyhas been critical to our success. No-one cares more aboutwhat numberinthe next fiscal year
happensin our business in the Philippines than the Austal people working in the » We have established a core team, many of whom previously worked for Austal in
Philippines Australia and they are rewarding us with great loyalty and a depth of talent that
» Design & Productionsupported bylocal Procurement, Human Resources and exceeds our 3 years on the ground.
Finance personnel » | factored lower productivity levels into the vessel Budgets due to our start-up
» My advice is to investin talentin the Philippines and notto supportdayto day status but we are still aiming to reach and beat our Australian benchmarks. We
operations remotelyfrom Australia are looking at1:1 manpower ratio with Australia for the next fiscal year
» Leaders need to be on the ground living and breathing everything thathappens
26 28
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People Experience
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People Experience AUSTAL

Employee Profile Age Bracket

Employee Profile Ship Bullding . o .
Experience > Relatively young organization, within

26to 30 years old age bracket

» Technicallycompetentworkforce

» Relevant and sufficient years of
experience in shipbuilding (i.e. most
members are from production)

mitam fpme oM wb-Jyen el S

29
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Design Development

Austal Philippines Global Design

» Currentstaff of abouttwenty-five
locals and one expat

» Access central
design/drawing database

> Naval Architect, Electrical, Fit-out,
HVAC, Mechanical/Systems,
Draftsmen, Project Technical
Manager, Document Control

» Follow Austal standard
procedures and guidelines

» Utilise Austal design
experience and knowledge

> Provide detail design/secondary
structure and production support

> Sea-trials Support/Design \erification

SHIPS « SYSTEMS « SUPPORT
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People Experience AUSTAL
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People Experience AUSTAL

Skills & Training

» We are implementing trade and leadership development programs in conjunction
with local training organisations who are keen to get involved so that we can
generate our own pipeline of future workers

» One of our key objectives is to transfer knowledge and technology from Australia
to the Philippines

~ » We're doing this by recruiting technical
staff in the Philippines, hosting secondees
and sending Filipinos on training trips to
Australia.

» We have also sent our people in different
countries doing service works. Thus,
enhancing their confidence and technical
capabilites. Australia — 25, Malta — 25,
Sweden — 20, UK - 20, Tahiti — 15. Just
this year alone.

30
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Design Development

AP/AA Design Allocation

PHILIPPINES

PHASE 1

SHIPS « SYSTEMS * SUPPORT
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People Experience AUSTAL People Experience AUSTAL

Technical Skills Development Program (TSDP) — September 2013

AP Leadership Team

Classroom Lectures

Build Your COTBET wi * o 3
Austal ... .. part
ofour firSt boch of

trainees.

Manager

Joselto B. 10
et and.

Presi
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People Experience AUSTAL People Experience AUSTAL
Management Remuneration and Benefits
» Shortterm establishmenthas required expatriates » We have conducted extensive research to set the remuneration and benefits
» Expatriates —expensive and are notalong term solution structure
» | have focused onrecruiting anddevelopinglocal leaders atall levels ofthe » We wanted to be competitive butnotdisruptive to the local labour market
business from Supervisors up to mylevel. “All Filipino Team” » The Filipinos have responded well to pay for performance, but you have to put
» I'm proud to have recruited and worked with local Managers who could match it your money where your mouth is and following through on promises has built
anywhere in the world credibility.

34 36
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» Responsibilityto our communityand the shareholder
training thatare consistentwith both the communityand shareholders.

community

SHIPS « SYSTEMS « SUPPORT

» Easy to identify initiatives in areas such as health, environment, education &

» We have already developed and implemented several programs in the

37
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People Experience AUSTAL Corporate Social Responsibility AUSTAL
Corporate Social Responsibility Ry
» Many worthwhile causes when thinking about Corporate Social Responsibility J

for Biodiversity Enhancement
Sy 202003
By Cansomceny, Balamban, Cebu
“A Hikng and Planting Actiity”

SHIPS « SYSTEMS « SUPPORT

Corporate Social Responsibility AUSTAL Corporate Social Responsibility AUSTAL

AUSTAL NURSERY PROJECT - May 2013

4
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SCRAP WOOD DONATION to
CANSOMOROY ELEMENTARY SCHOOL — July 23, 2013

SHIPS « SYSTEMS * SUPPORT
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Corporate Social Responsibility AUSTAL

)

Corporate Social Responsibility AUSTAL

TYPHOON HAIYAN VICTIM RELIEF OPERATION — November 23, 2013

41
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Brigada Eskwela and Tree Planting Activities
May 17, 2014
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Corporate Social Responsibility

I

Corporate Social Responsibility AUSTAL

a2
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Donation of Wood, Painting and Cleaning Materials
Beneficiary: Guinabinhan Primary School
Date: May 22, 2014

" e
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Corporate Social Responsibility AUSTAL Future AUSTAL

Order Book

» The future is strong and exciting

» Our Order book in the Philippines now consists of two 45m vessels ~US$28M
and small components for vessels being constructed in Australia generating a

g 4 ) total revenue for FY15 of US$36M
theT de ~ & o ’ > A number of contracts are at various stages of negotiation for the design,
T h L § construction and support of commercial and offshore vessels, for operators
gATras worldwide .
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Corporate Social Responsibility AUSTAL Future AUSTAL
ERT COMPETITION —May 03, 20
T AP Revenue (US$ '000s)
X ) $50.000 -
$41,038
840.000 4 536,366
§30,534
$30,000 4
$20.000 -
$10.000 -
s $41,038 $29,318 $38,045
Fy13 ' FY14 ‘ FY15 '
mBudget  Actual
SHIPS « SYSTEMS « SUPPORT SHIPS « SYSTEMS * SUPPORT “°
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» Invested US$10Mto acquire and refurbish the shipbuilding facilities

» Invested US$10Mto expand our shipyard footprint

» Reclaimed an additional 2 hectares of land in preparation for future infrastructure
expansion which would include newfabrication and assemblysheds, anew
launch facilityand a new jetty.

50
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Future AUSTAL Future AUSTAL
i CURRENT AREA EXPANSION PLAN
AP EBIT(US$ '000s)
56,000 4
$5,152
56,000 4
54,000
53,000
52,320
52,000 -
$1.000 1 > Additional bay areas which can
$4,319 $1,560 $4,001 cater to building of larger vessels
5 . . !
i3 Fyia . » More pfﬁce space, warehouse
expansion
mBudget  Actual
SHIPS « SYSTEMS « SUPPORT “ SHIPS « SYSTEMS « SUPPORT o
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Future AUSTAL Future AUSTAL
Expansion
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Future AUSTAL Summary AUSTAL
Austal's establishment in the Philippines has been a success and is meeting
- - . tati .
AP Capital Expenditure (US$ '000s) Sxpectations
$9.000 » Welllocated in central Asia
] 57,951 » Large highlyskilled and trainable work force
58,000 —
Total CAPEX =$ 20,000 » Strong cultural fitbetween Australiaand the Philippines
§7.000 1 » The Philippines is business friendly and offers a stable economic
$6.000 | environment
’ 55.047 > People have strong work ethics
55,000 - 54,727 » It's easy to build a business case for setting up in the Philippines, but itis a
4.000 two-way street after all, so make sure that you know what it is that you are
: bringing to the Philippines in return.
$3,000
$2,000 - 51,680
51,000 -
5 T T T
FY2012 Asset FY2013 FY2014 FY2015
Acquisition
SHIPS « SYSTEMS « SUPPORT 2 SHIPS « SYSTEMS « SUPPORT -
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Key Achievements AUSTAL AUSTAL
Now - Accured
Shipyard in e k
Pheapginas

54
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We can do BETTER!
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