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Presentation 

 

Moderator: Since the time has come, we will now begin a full year financial results briefing session for the 
fiscal year ending March 31, 2021 of CHUDENKO CORPORATION. 

Thank you very much for taking time out of your busy schedule to participate in today's financial results 
briefing. We would like to ask for your cooperation in holding this event.  

In this briefing, there will be time for questions and answers after the financial results briefing session. 
Questions and answers will be accepted in text format via the Q&A function in the control panel until 10:35. 
At around 10:30, we will move on to the Q&A session, where we will read out the questions we have received, 
and answer them. Please note that due to time constraints, we may not be able to answer all of your questions. 
Please be aware of this in advance. 

After the briefing, a 3-minute questionnaire will be available for your cooperation. 

Mr. Akira Sakotani, Representative Director and President, will now report on the financial results for FY2020. 

Sakotani: Good morning, everyone. I'm Sakotani, president of Chudenko. Thank you very much for your 
participation in the FY2020 financial results briefing. 
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Today, I would like to begin by explaining our business results for FY2020, followed by a summary of our 
Medium-Term Management Plan, as FY2020 was the final year of the plan. Then I would like to explain our 
newly formulated Medium-Term Management Plan and our business forecast for FY2021, the first year of the 
plan. 

I'm looking forward to working with you. 
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Now, let's look at the business results for FY2020. 

First of all, in the business environment for FY2020, the construction industry, as a whole, faced concerns 
about the contraction or postponement of private-sector capital investment due to the effects of the COVID-
19 disaster, although public capital investment remained strong. 

The Chugoku region, which is the Group's operating base, also saw a contraction in private capital investment 
due to the effects of the COVID-19 disaster, as well as the postponement or cancellation of redevelopment 
projects in some areas. 

Under these circumstances, the Group continued to expand its urban area while securing demand in the 
Chugoku region, and was able to finish the current fiscal year of FY2020 without any major impact from the 
COVID-19 disaster on its business. 
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In the consolidated statements of income, sales and profits increased YoY. 

Net sales increased by JPY15.5 billion from the previous year to JPY184.4 billion, as non-consolidated sales of 
Chudenko decreased. But consolidated sales increased due to the addition of Showa Corporation. 

Next, operating income increased by JPY1.1 billion to JPY9.4 billion, mainly due to an increase in gross profit 
because of higher net sales. Ordinary income increased by JPY700 million to JPY11.8 billion. 

Net income increased by JPY3.3 billion to JPY8.1 billion, mainly due to the absence of goodwill impairment 
loss that existed in the previous fiscal year and a decrease in loss on valuation of stocks. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
6 

 

 

This figure shows a breakdown of the JPY15.5 billion increase in net sales, from JPY168.8 billion in the previous 
fiscal year to JPY184.4 billion in the current fiscal year of FY2020.  

On a non-consolidated basis, although sales of information, and telecommunications, and power distribution 
lines increased, sales of indoor electric and air-conditioning pipes decreased by JPY900 million. 

On the other hand, sales of consolidated subsidiaries decreased by JPY1.5 billion in the Chugoku region and 
JPY1.6 billion overseas, but increased by JPY19.7 billion in the metropolitan area due to the new addition of 
JPY20 billion in sales of Showa Corporation, resulting in a total increase of JPY16.4 billion in consolidated 
subsidiaries. 
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Operating income was JPY9.4 billion in this fiscal year of FY2020 compared to JPY8.3 billion in the previous 
fiscal year, an increase of JPY1.1 billion.  

On a non-consolidated basis, sales in the general sector decreased by JPY500 million due to a decline in sales, 
but increased by JPY200 million due to an increase in the electric power sector. 

Next, with regard to the consolidated accounting treatment, operating income of consolidated subsidiaries 
increased by JPY900 million, despite a decrease of JPY100 million due to an increase in amortization of 
goodwill. 
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This is a balance sheet. 

Total assets were JPY276.5 billion, an increase of JPY1.5 billion from the end of March 2020. 

Total net assets were JPY218.7 billion, an increase of JPY6.7 billion, mainly due to a JPY3.9 billion increase in 
unrealized gains on securities. 

The equity ratio increased by 1.9 percentage points to 77.6% from 75.7% in the previous fiscal year. 
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Orders received and net sales by division on a non-consolidated basis are shown below. 

Orders received, on the left side, totaled JPY155.6 billion, an increase of JPY9.4 billion from the previous fiscal 
year. 

The breakdown is a decrease of JPY5.6 billion in indoor electricity due to a decrease in hotels and other 
facilities. On the other hand, Information Technology increased by JPY8.9 billion due to strong orders for large 
construction projects, such as GIGA schools.  

In addition, air-conditioning pipes increased by JPY1.8 billion, distribution lines by JPY3.1 billion, and power 
transmission and transformation by JPY1.1 billion. 

On the right side, in addition to the information and communication sector, which saw an increase due to the 
GIGA school and other factors, the electric power sector, including distribution lines and power transmission 
and transformation, saw an increase in sales.  

However, as indoor electricity and air-conditioning pipes decreased due to a decrease in air-conditionings at 
hotels and schools, the total amount was JPY148.4 billion, a decrease of JPY900 million compared to the 
previous year. 
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Next, I would like to explain the summary of the previous Medium-Term Management Plan, which started in 
FY2018 and ended in FY2020. 

In the previous Medium-Term Management Plan, the Group promoted operational reforms based on the 
theme of transformation and growth, while at the same time implementing various measures, such as 
strengthening the foundation of the Chugoku region, reinforcing the structure, and expanding business in 
urban areas, and M&A. 

As a result, although operating income did not reach the initially set target figures, net sales far exceeded the 
initial target. 

However, in order to continue our growth, we need to secure further profits by strengthening our 
competitiveness and steadily address issues, such as the reform of work styles. 
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This chart shows the actual sales and operating income during the period, as well as the initial targets. 

By strengthening proposal-based sales for renovation work, expanding our sales base in urban areas, and 
consolidating Showa Corporation, net sales increased significantly to JPY184.4 billion from the target of 
JPY165.0 billion, achieving the initial target. 

On the other hand, as I mentioned earlier, although operating income increased, it did not reach the target 
of JPY10 billion, at JPY9.4 billion, due to a decline in the profit margin on orders received due to fierce 
competition for orders in recent years. 
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Individual orders and sales. 

As shown in the line graph, orders received have increased for 3 consecutive fiscal years since FY2018, and 
orders received exceeded sales in FY2020.  

Sales in FY2020 were not as high as the previous year, when sales increased significantly due to the large 
number of completed projects, but they remained at a very high level. 

The amount carried forward to the next fiscal year in FY2020 also increased by JPY7.2 billion from the previous 
year to a record high of JPY95.9 billion, with growth in both the Chugoku region and urban areas. 
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Changes in sales of power distribution line construction. 

Although there was a significant decrease in FY2018 due to a decrease in demand for the replacement of 
power poles, the increase in demand for the replacement of power distribution poles and orders for general 
construction subsequently resulted in an increase of JPY2.1 billion to JPY30.8 billion in FY2020. 
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Next, I would like to talk about the securing and development of human resources, which are our most 
important assets, and essential for further growth. 

In recent years, amidst a seller's market and difficult hiring conditions, we have continued to hire around 130 
people.  

As shown in the pie chart, one-third of our employees are younger than 30 years old. 

We believe that our technical and construction capabilities will be further enhanced by fostering this younger 
generation. 
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This is about investment for sustainable growth. 

We set an investment limit of JPY30 billion for business expansion and the securing and training of human 
resources, and invested approximately JPY21 billion. 

In February 2020, we acquired Showa Corporation as part of our M&A activities. 

As a result, it has made a significant contribution to the consolidated business results. And we hope to link it 
to the further growth of both companies by strengthening the collaboration based on the strengths of both 
companies. 

We are also focusing on the introduction of and investment in renewable energies.  

In April 2019, we invested in an offshore wind power generation business in Taiwan jointly with the Chugoku 
Electric Power Company.  

In 2021 March, we invested in a hydroelectric power generation business also in Taiwan. 

In the next Medium-Term Management Plan, as well, we will continue to invest in growth. 
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This section is about shareholder returns. 

As a result of paying dividends, based on the dividend policy of 2.7% DOE, the dividend per share for the 3-
year period was JPY104, and the dividend payout ratio remained at a high level. 

In addition, the Company has done a stock buyback of 520,000 shares in FY2018, and 430,000 shares in FY2020. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
17 

 

 

Next, I will explain the Medium-Term Management Plan 2024, which was announced on April 28, 2021. 

The newly formulated Medium-term Management Plan 2024 is a 4-year plan for further growth, targeting 
FY2024, the 80th anniversary of our founding. 

It was formulated based on a review of the previous Medium-Term Management Plan and trends in the 
business environment. 
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The theme continues to be transformation and growth, and we have set 2 sub-themes. 

First, we will strengthen our sales and construction systems and increase profits. We will continue to work on 
strengthening our foundation in the Chugoku region, which has been successful in the previous Medium-Term 
Management Plan, and on strengthening our system and expanding our business in the urban area in order 
to strengthen our system and competitiveness to secure and increase profits, even in a difficult environment. 

The second is to promote DX and decarbonization. We will promote productivity improvement through DX in 
order to strengthen our competitiveness, and respond to changes in work style reform.  

In addition, in response to the SDGs and the trend toward carbon neutrality, we will promote our own 
decarbonization, as well as decarbonization support businesses for our customers, such as our self-
consumption solar PPA business. 
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In the Medium-Term Management Plan 2024, we will work on 5 major measures. 

First, in order to increase orders and strengthen the construction system, we will work to enhance our design 
and proposal capabilities, and strengthen cooperation with partner companies. 

Next, with regard to securing and expanding profits, and strengthening our competitiveness, we will work on 
improving the efficiency of construction by strengthening on-site management, reducing costs, and improving 
productivity through DX. 

We will continue to take proactive measures to strengthen the development of human resources, including 
the securing and training of human resources within the Group. 

Next, we strongly recognize that quality improvement is a prerequisite for customer trust, and we will work 
to ensure quality. 

Finally, with regard to investment for growth, we will promote environment-related businesses, invest in 
renewable energy, and actively engage in M&A to strengthen our business structure in order to support 
decarbonization as well as our own decarbonization. 
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This is the numerical target of the Medium-Term Management Plan. 

We have set consolidated net sales of JPY210 billion and consolidated operating income of JPY12 billion as 
our targets for FY2024.  

We are targeting a JPY25.5 billion increase in consolidated net sales from the FY2020 level. 

We will work to strengthen profitability by enhancing the growth potential of group companies, and the 
structure of non-consolidated basis. 

We have set a target of JPY12 billion for consolidated operating income, aiming for an operating income 
margin close to 6%. 
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This is about specific measures for capital policy. 

As an investment for sustainable growth, we will invest around JPY40 billion in business expansion, securing 
and training human resources, et cetera, as well as in our own decarbonization, and in projects to support 
customers' decarbonization, such as our self-consumption solar PPA business. 

In terms of shareholder returns, we place emphasis on providing sustainable and stable dividends, and 
continue to aim for a DOE of 2.7% [inaudible]. 
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The following is the earnings forecast for FY2021, the first year of the new Medium-Term Management Plan. 

In FY2021, we expect consolidated revenue to increase, and operating income to rise.  

Net sales are expected to increase by JPY3.5 billion YoY to JPY188 billion, with an increase of JPY500 million 
on a non-consolidated basis, and JPY2.9 billion on a consolidated basis. 

Operating income is expected to increase by JPY200 million to JPY9.7 billion.  

Ordinary income is expected to decrease by JPY100 million to JPY11.7 billion.  

Net income is expected to decrease by JPY1 billion to JPY7.1 billion, mainly due to a reactionary decrease in 
gain on sales of securities. 



 
 

 

Support 
Japan 03.4405.3160    North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support     support@scriptsasia.com 
23 

 

 

The table below shows orders received and sales by division on a non-consolidated basis. 

Orders, on the left side, are expected to be JPY150 billion, a decrease of JPY5.6 billion from the previous fiscal 
year. 

Although indoor electricity is expected to increase, this is due to a decrease in information and communication 
and other services, which grew substantially in the previous fiscal year. 

Net sales, on the right side, are expected to be JPY149 billion, an increase of JPY500 billion from the previous 
year, due to an increase in air-conditioning pipes, despite a decrease in indoor electricity and distribution lines. 
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Orders received and sales by region on a non-consolidated basis. 

As part of our growth strategy, we have been working to expand our business in urban areas where demand 
is expected while securing sales in the Chugoku region. 

Orders and sales in the Chugoku region, shown in blue, are expected to be between JPY120 billion and JPY130 
billion, while sales in the urban area have been steadily expanding, and sales in FY2021 are expected to be 
JPY22.2 billion, up JPY5.2 billion from the previous year. 
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This is a management index. 

Sales, in the blue color, have continued to increase since FY2012, and are expected to reach JPY188 billion in 
FY2021, marking the 10th consecutive year of growth. 

Operating income, in a grey color, is expected to increase to JPY9.7 billion, up JPY200 million from the previous 
year, and the operating income margin is gradually improving. 

ROE, in the green color, is expected to decrease by 0.5 percentage points to 3.3% due to the decrease in net 
income. 
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Last but not least, I would like to talk about the dividend forecast for FY2021. 

For FY2021, we are forecasting an annual dividend of JPY104 per share, with a target DOE of 2.7%. 

This is the end of the explanation.  

Thank you very much for your attention. 
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Question & Answer 

 

Moderator: We will now move on to the question-and-answer session. 

Let me read out the first question: You mentioned that the net sales of Showa Corporation is JPY20 billion, 
but what is the impact on profits, including amortization of goodwill? 

Sakotani: I would like to answer your question about Showa Corporation. Showa Corporation is a 400-
employee company, with annual sales of approximately JPY20 billion. As we have acquired Showa Corporation, 
the amortization of goodwill is about JPY900 million per year.  There is an operating income of about JPY1.2 
billion, so even if we take into account the amortization of goodwill, the contribution to operating income is 
about JPY300 million. 

Moderator: We will move on to a next question: In your financial forecast, sales of power distribution line 
construction are expected to decrease in FY2021. What is the reason for this? 

Sakotani: In terms of distribution line construction, in FY2020, we posted sales including the renewal of 
existing distribution poles, the construction of distribution lines related to renewable energy, and the 
construction of underground lines. 

From FY2021 we shifted the construction of underground lines to the transmission line side. As a result, sales 
of power distribution lines decreased. In addition, we have not taken into account orders for general 
construction work at this time, so construction work for power distribution lines in FY2021 will be 
approximately JPY2.8 billion less than in FY2020. 

Moderator: We will move on to the next question: In order to achieve the Medium-Term Plan of JPY210 billion, 
you need to increase the current level by more than JPY20 billion. Do you have a specific image in mind? 

Sakotani: We plan to increase sales over the next 4 years, from JPY148.4 billion in FY2020 to JPY162 billion on 
a non-consolidated basis, and from JPY36 billion to JPY48 billion on a consolidated basis. On a non-
consolidated basis, the construction capacity of Chudenko is expected to grow considerably over the next 4 
years. Considering this, we believe that a JPY14 billion increase in sales will be sufficient. 

On the other hand, as for the group companies, we will increase sales of our subsidiaries in urban areas, 
especially Showa Corporation. In overseas, it is currently in a bit of a difficult situation because of COVID-19. 
But if the situation gets better, we can expect an increase in sales in FY2024, and we hope to bring the total 
to JPY210 billion. 

Moderator: Next question: You are planning to implement a growth investment of JPY40 billion. What are the 
main initiatives you are considering? 

Sakotani: As I mentioned earlier in the business results report, in the previous Medium-Term Management 
Plan, we reported that we invested about 70% of the total amount of JPY30 billion in M&A and renewable 
energy investments. In this Medium-Term Management Plan 2024, we would like to focus even more on this, 
so we have set an investment limit of JPY40 billion, an increase of JPY10 billion from the previous limit. 

As for the target of investment, I would first like to consider M&A in terms of strengthening the current 
business structure. Especially in our business, we have electrical equipment and air-conditioning equipment, 
and the ratio is about 7:3 right now. We would like to further expand our air-conditioning pipe business, and 
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if there were any good companies in the air-conditioning pipe business, we would like to add them to our 
group. 

With regard to renewable energy, as I mentioned in the explanation of the medium-term plan, in order to 
decarbonize our company, we will of course invest in the installation of solar power generation at each of our 
business sites.  

However, in order to support the decarbonization of our customers, for example, we will install solar power 
generation systems on the roofs of our customers' facilities or factories, and supply electricity to them at no 
initial investment. We would like to focus on the so-called PPA business, which is a self-consumption type of 
solar power system that allows us to recoup the cost of electricity from our customers. 

Also, if there are any good projects, including mega solar and wind power, we would like to invest in them as 
well. This investment quota is the minimum quota, and we will do our best to meet it. 

Moderator: We will move on to a next question: The dividend payout target of 2.7% DOE is the same as in the 
previous Medium-Term Management Plan, but given the ample equity capital, is there any possibility of 
raising the DOE ratio a little more? 

Sakotani: Regarding the question about dividends, our company, with a DOE of 2.7%, has paid a dividend of 
JPY104 per share. We believe that this level of JPY104 is the highest level in our industry. 

In addition, as I mentioned in the previous report, we have been purchasing treasury stocks and have achieved 
a high dividend payout ratio of over 80%. From this perspective, we would like to focus on maintaining the 
current high level of dividends. 

We will also focus on investment for growth, and while maintaining our current high level of performance, we 
will further improve our performance by investing for growth and meet the expectations of our shareholders.  

In that sense, the current level will be maintained. In the medium to long term, we would like to consider 
further dividend increases when our business performance improves further by investing in growth or firmly 
implementing our current growth strategy. 

Moderator: We will move on to a next question: We would like to know the status of DX initiatives. 

Sakotani: DX, I think this is a trend not only in our industry, but throughout Japan and the world. In this sense, 
we believe that it is essential for us to respond to this situation and increase our productivity in order to 
strengthen our competitiveness in the future. 

We have been working on various initiatives using IT as part of our business reforms. We have been improving 
our internal systems, making improvements, using RPA, and using IT to improve the efficiency of various 
workplaces. We will first survey the current level of these systems, and then set targets to bring them up to 
the highest level in the world.  

In that sense, the progress we are making now is based on our understanding of the current situation and 
setting a sense of what level we should take it to. In addition, they are reviewing the various efforts they have 
made so far and making further improvements to make them more established and to raise their level. This 
is what we are doing now. 

In order to move forward with this project, we launched a company-wide cross-sectional project in February 
2021, and we are determined to work together as one in a firm effort to overcome barriers. 
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We are also focusing on communicating the status of these initiatives to the entire company so that each and 
every employee is aware that they are playing a leading role and participating in these initiatives.  

Is this alright? 

Moderator: We will move on to a next question: How do you plan to address the SDGs specifically? 

Sakotani: When we talk about the SDGs, we mean the Sustainable Development Goals, and there are 17 goals. 
When we categorize the various projects of our business, there are many areas that are linked to the 17 goals.  

In that sense, I would like to see each and every one of our employees first recognize that if we take firm 
action in the projects, we have been or will be undertaking, and if we make steady progress, it will ultimately 
lead to meeting the SDGs goals. I hope that this will lead to greater job satisfaction and motivation. 

In addition, as a future initiative, we would like to respond to the SDGs as well as the carbon neutral initiative 
for 2050 as a corporation. We will review our targets for decarbonization of the so-called energy conservation 
that we have been promoting so far and will do our utmost to achieve the 2030 target and carbon neutrality 
for the next 50 years. It's a bit qualitative, but is that alright? 

Moderator: Okay, this will be a last question: We were told that the impact of the COVID-19 was not significant, 
but it has been about a year since it started to affect us. How is the impact of COVID-19 on the project 
compared to your initial assumptions? 

Sakotani: The impact of COVID-19 gradually started to be discussed in early spring of last year, around 
February and March. There was a time when we wondered what the future would hold, as the hotel 
construction and plans were cancelled, but as it turned out, the large-scale plans are proceeding almost as 
originally planned. 

In the Chugoku region, some small and medium-sized construction projects and redevelopment projects had 
to be postponed or cancelled, but we made various efforts to recover through other construction projects in 
our sales activities, and in the end, we were able to finish FY2020 without any major impact from COVID-19. 

However, we are now in the fourth wave of the COVID-19 disaster, and mutated species are spreading with 
extremely strong infectivity. We believe that we need to take a more serious approach than ever before to 
ensure that our business is proceeding well and that we are taking firm steps to prevent infection. 

Is this alright? 

Moderator: That's all the questions we received. This concludes the FY2020 financial results briefing for 
Chudenko Corporation. Thank you very much for joining us today. 

[END] 

______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [Inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. This document has been translated by SCRIPTS Asia.  
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Disclaimer 

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this 
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide 
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia 
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not 
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia 
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the 
information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies 
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results 
may differ materially from those stated in any forward-looking statement based on a number of important 
factors and risks, which are more specifically identified in the applicable company’s most recent public 
securities filings. Although the companies may indicate and believe that the assumptions underlying the 
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or 
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY 
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT 
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE 
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER 
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND 
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF 
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE 
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT. 

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified, 
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the 
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or 
unauthorized purposes. 

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice. 

Copyright © 2020 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights 
reserved.  

 

 


