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Presentation 
 

 

Sakotani: Hello, everyone. I am Mr. Sakotani, President of CHUDENKO. Thank you very much for your 
participation in the FY2021 Financial Results Meeting. Today, I would like to begin by explaining our business 
results for FY2021, followed by our forecast for FY2022, and the status of our mid-term management plan 
initiatives. Thank you very much for your time today. Now, here are the results for FY2021.  

First, I would like to explain our business environment in FY2021 and the general situation of our group. In the 
construction industry, public capital investment remained at a high level and private capital investment 
showed signs of picking up, but there were still concerns about the impact of the pandemic, in addition to 
severe competition for orders, labor shortages, and soaring raw material prices. 

Under these circumstances, the Group has launched its Medium-Term Management Plan 2024, targeting 
FY2024, the 80th anniversary of founding, and has been pursuing various measures, such as strengthening 
foundation in the Chugoku region, expanding business in urban areas, and promoting business reforms. 
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As a result, for FY2021, net sales increased for the 10th consecutive year, rising JPY6.2 billion from the previous 
year to JPY190.6 billion, as sales increased JPY4.5 billion on a non-consolidated basis at CHUDENKO, due to 
increases in air conditioning piping and information communications; and consolidated subsidiaries also saw 
an increase of JPY1.6 billion. 

Next, operating income increased JPY200 million to JPY9.7 billion, the third consecutive year of growth, due 
to increased sales and thorough cost control efforts. Ordinary income increased slightly to JPY11.9 billion. Net 
income decreased JPY1.4 billion to JPY6.6 billion, due to decrease in gain on sales of investment securities and 
loss on valuation of stocks of subsidiaries and affiliates. 
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Next, looking at the difference in sales from the same period of the previous year, CHUDENKO's non-
consolidated sales increased by JPYJPY4.5 billion from the previous year, with an increase in air conditioning 
piping and information communication, despite decrease in indoor electric work.  

Consolidated net sales for the current fiscal year increased JPY6.2 billion to JPY190.6 billion, compared to 
JPY184.4 billion in the previous fiscal year. Consolidated subsidiaries also increased by JPY1.6 billion YoY, 
mainly due to JPY900 million increase in metropolitan areas and JPY500 million increase overseas. 
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Next, looking at the difference in operating income from the previous year, on a non-consolidated basis, 
operating income of CHUDENKO decreased by JPY1.1 billion in the general division, due to a decline in profit 
margin caused by competition for orders, but increased by JPY1.1 billion in the electric power division, partly 
due to the leveling off of construction, resulting in an overall increase of almost the same amount as in the 
previous year. 

As for the consolidated financial processing, operating income of consolidated subsidiaries increased by 
JPY200 million and amortization of goodwill decreased from the previous year, resulting in increase of JPY300 
million. As a result, consolidated operating income for the current fiscal year increased by JPY200 million to 
JPY9.7 billion compared to JPY9.4 billion in the previous year. 
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Next is the balance sheet. 

Total assets increased JPY3.2 billion to JPY279.7 billion, mainly due to an increase in accounts receivable from 
completed construction contracts. Total net assets decreased JPY2.4 billion to JPY216.3 billion, mainly due to 
JPY1.6 billion decrease in unrealized gains on securities. 

The equity ratio decreased 1.4 percentage points from 77.6% in the previous year to 76.2%, mainly due to a 
decrease in shareholders' equity and an increase in total assets. 
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Next, I would like to show you CHUDENKO's non-consolidated orders and sales by division. 

Orders received on the left side totaled JPY153.4 billion, decrease of JPY2.2 billion from the previous year, 
due to an increase in office construction for indoor electrical work, but decrease in hospitals and other 
facilities construction for air conditioning piping, and decrease in work for high-speed networks and GIGA 
schools for information communications. 

On the right side, overall sales were JPY153 billion, increase of JPY4.5 billion from the previous year, mainly 
due to an increase in factory work for air conditioning piping and high-speed network work in information 
communications, despite decrease in office work in indoor electrical work. 
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Next is the trend of orders and sales on a non-consolidated basis. 

As shown in the line graph, although orders received did not reach the level of the previous fiscal year, they 
remained high, exceeding JPY150 billion, and net sales exceeded the previous fiscal year, reaching the highest 
level in the last five years. 

Next, carryover volume increased by JPY0.4 billion from the previous year to a record high of JPY96.4 billion 
overall, with an increase in indoor electrical work by sector, and a decrease in the Chugoku region by region, 
but with a large increase in the metropolitan area. 

mailto:support@scriptsasia.com


 
 

 
Support 
Japan 050.5212.7790   North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support    support@scriptsasia.com 

9 
 

 

Next, I would like to explain our forecast for FY2022. 

The Company expects to increase both sales and profits on a consolidated basis in FY2022. Net sales are 
expected to increase by JPY5.3 billion from the previous year to JPY196 billion, with an increase of JPY0.9 
billion at CHUDENKO on a non-consolidated basis and JPY4.3 billion on consolidated subsidiaries.  

Operating income is expected to increase by JPY200 million to JPY10 billion, due to an increase in gross profit 
from higher sales. Ordinary income also increased JPY200 million to JPY12.2 billion. Net income is expected 
to increase by JPY800 million to JPY7.5 billion, due to the absence of extraordinary losses, such as the loss on 
valuation of stocks of subsidiaries and affiliates that was recorded in FY2021. 
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Next are orders received and sales by individual sector. 

Orders on the left are expected to increase to JPY157 billion, up JPY3.5 billion from the previous year, due to 
expected increases in air conditioning piping, information communications, and power transmission and 
substation underground lines, although decrease is expected in indoor electrical work. 

Net sales, on the right side, are expected to be JPY154 billion, increase of JPY0.9 billion from the previous year, 
mainly due to an increase in indoor electrical work, which has a higher carryover at the end of FY2021, despite 
a decrease in information communication. 
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Next are orders and sales by individual region.  

As a growth strategy, we have been maintaining sales in the Chugoku region and expanding in the 
metropolitan area. Orders and sales in the Chugoku region, shown in blue, will remain firmly between JPY120 
billion and JPY130 billion, while orders and sales in the metropolitan area have been steadily increasing, with 
sales up JPY8.4 billion from the previous year to JPY29.2 billion in FY2022.  

As a percentage of sales, we expect a steady increase from 12% three years ago to 19%. 

We will continue to maintain orders in the Chugoku region and expand in the metropolitan area. 
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Next are the main management indicators. 

Blue bar graph, net sales have continued to increase since FY2012, and are expected to increase for 11 
consecutive fiscal years, reaching JPY196 billion in FY2022. 

Operating income in gray color increased JPY200 million YoY to JPY10 billion, the fourth consecutive year of 
growth. The operating income margin is expected to be 5.1% as a result of efforts to improve construction 
efficiency and reduce costs. 

Green ROE is expected to increase by 0.4 percentage points to 3.5%, due to the increase in net income. 

mailto:support@scriptsasia.com


 
 

 
Support 
Japan 050.5212.7790   North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support    support@scriptsasia.com 

13 
 

 

I will continue by explaining the Medium-Term Management Plan 2024.  

We have previously discussed our Mid-Term Management Plan 2024, and I would like to explain it to you 
based on the current status of our efforts. 

The Medium-Term Management Plan which started in FY2021, is a four-year plan for further growth, targeting 
FY2024, the 80th anniversary of our founding. 

The theme is Change and Growth, following the previous Medium-Term Management Plan, with two sub-
themes. The first is to strengthen sales and construction systems and increase profits, and the second is to 
promote DX and decarbonization. 
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Next, we are working on five major measures to achieve our Mid-Term Plan.  

Based on the results of FY2021, we will add some additional measures in FY2022. 

First, to increase orders and strengthen the construction system, we will strengthen proposal-based sales, 
utilize digital technology, and strengthen cooperation with Group companies as well as engage in M&A. 

In the second area of securing and expanding profits and strengthening competitiveness, we will work to 
secure and expand profits, especially in large-scale construction projects, through efficient construction using 
DX and strengthening cost management. In addition, we will work to improve profit margins by securing 
medium-sized and additional construction projects. 

Third, in terms of strengthening human resource development and promoting work style reforms, we will 
continue to work within the Group to secure and develop human resources, and we will also promote work 
style reforms by reforming operations, promoting DX, and otherwise raising productivity. 
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Fourth, in terms of quality improvement, we will strive to improve quality not only in the workmanship of the 
installed facilities, but also in the satisfaction of our customers by strengthening the checking function for 
each construction process.  

In addition, in the area of electric power, we are working to strengthen cooperation with the Chugoku Electric 
Power network in order to respond promptly in the event of an emergency. 

Fifth, in terms of business expansion through growth investment, we are considering investments in M&A, 
renewable energy, and other areas.  

Along with our decarbonization, we will also promote environment-related businesses to support our 
customers' decarbonization, such as our own solar PPA business and ZEB conversion. 
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Next, the numerical targets of the Medium-Term Management Plan are consolidated net sales of JPY210 
billion, operating income of JPY12 billion, and operating margin of 5.7% for the final year of the plan, FY2024.  

In FY2021, our first year of operations, we got off to a good start, achieving both net sales and operating 
income as planned. 

Although the situation remains uncertain, due to the recent severe competition for orders and the pandemic, 
as well as the impact of the situation in Ukraine, the Group will continue to make concerted efforts to 
implement various measures and strive to achieve our goals. 
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Next, I would like to discuss the securing and development of human resources, which are our most valuable 
asset and essential to the achievement of our Medium-Term Management Plan. 

Although recruiting has been challenging in recent years, the Company continues to hire 120 to 130 
employees and plans to hire regularly at fixed time for total of 150 in FY2023 in order to increase the number 
of power-related employees. 

As you can see from the pie chart, young workers under the age of 30 account for nearly 30% of the total, and 
we are making efforts to quickly train and empower the younger workers by, for example, acquiring electrical 
and plumbing qualifications. 

As a result, the number of qualified personnel has increased with the improvement of our technical and 
construction capabilities, it is the driving force behind the increase in sales. 
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Next, I would like to discuss specific measures for capital policy.  

We have established an investment framework of JPY40 billion to invest for sustainable growth. 

Specifically, we are expanding our business through M&A, investing in renewable energy, decarbonizing our 
own operations, and engaging in PPA projects to help our customers decarbonize their operations. 

As for results for FY2021, we acquired shares of Samaiden Group Berhad in Malaysia in March of this year and 
concluded a memorandum of understanding for business collaboration. 
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Let me explain a little about the Samaiden Group.  

Samaiden is engaged in the design, construction, operation, and maintenance of photovoltaic power 
generation facilities, and construction of biomass gas power generation facilities.  

Although sales for the fiscal year ended June 2021 were approximately JPY1.5 billion, partly due to COVID-19, 
the Company has an order backlog of over JPY5 billion and expects sales to grow in the future. 

Through business collaboration with the Company, we intend to make joint investments in renewable energy 
projects in Southeast Asia, particularly Malaysia, where expansion of renewable energy is expected, or 
collaborate with our Malaysian subsidiary. 
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Next, I would like to discuss the dividend policy. 

With respect to shareholder returns, the Company places emphasis on providing sustainable and stable 
dividends and will continue to target a DOE ratio of 2.7%.  

In addition, the Company will repurchase its own shares as necessary, taking into consideration the overall 
business environment and other factors. 

Regarding dividends, we expect DOE of 2.75% for FY2021, annual dividend per share of JPY104, and payout 
ratio of 86%. 

In addition, 600,000 shares of treasury stock were repurchased last August, and the total return ratio is 
expected to be 106.1%. 
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Continuing on, here are the dividend rates and payout ratios. 

The blue bar graph shows the dividend per share and the red line graph shows the dividend payout ratio.  

We adopted DOE in FY2014 and have increased the rate from around 2% to around 2.7% since FY2018, and 
we expect DOE of 2.7% for FY2022, or JPY104 per share per year. 
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Next, as part of our ESG initiatives, on the environmental front, we announced our endorsement of the TCFD 
recommendations, as well as our roadmap as part of our challenge to become carbon neutral by 2050 in April 
of this year. 

Next, with regard to society, we regularly conduct activities that contribute to the local community, such as 
cleanups, and we have announced a declaration of partnership with our partner companies.  

With regard to employment of people with disabilities, our agricultural subsidiary was certified as a special-
purpose subsidiary in January of this year, and we will work to maintain and expand employment of people 
with disabilities. 

In addition, we are committed to maintaining high standards of governance as a prime market company, while 
striving for sustainable growth and medium- to long-term enhancement of corporate value. 

This concludes the explanation. The following is for reference materials and is omitted from the explanation.  

Thank you for watching. 
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Question & Answer 

 

Moderator [Q]: We will now move on to the question-and-answer session. Let me read the first question.  

How do you factor in the current rise in material prices, and to what extent do you plan to cover this with cost 
reductions and other measures? Regarding the new project, I assume that the cost increase is beyond the 
range that can be absorbed by the Company's efforts and that it is necessary to pass on the price to the 
customer. Mr. President, please respond. 

Sakotani [A]: Regarding the question of how to factor in price increases and how to cover them with cost 
reductions, first of all, it is difficult at this point to estimate how much the price increase will go up. However, 
as things stand now, for example, the price of cables, which are a major material in our so-called facility 
construction industry, has risen 1.5 times that of the year before last and the year before last. It is naturally 
very difficult to construct at the same cost as before due to rising prices. 

In addition to our internal efforts to improve efficiency and reduce costs, we are also working to reduce 
procurement costs as much as possible in response to extreme rises in the cost of materials and equipment, 
such as by arranging for materials early or placing bulk orders. 

It is possible that costs will increase further in the future. From that perspective, as you mentioned in your 
question today, we believe that the negotiations with customers will become a very important. In this sense, 
one of the first things to do is to make sure that the soaring material prices are factored into the estimate at 
the time of receiving orders, and then to make a contract on that basis. 

Another point is that there are some projects with very long construction periods, and for such projects and 
properties, we will take measures to deal with the case of procurement price increases, such as a sliding scale 
clause at the time of contracting, or other items to hedge such risks, which will be thoroughly discussed in the 
contract. At present, our major clients, general contractors, and super general contractors, are in the same 
position as we are, and we are aware that they recognize us to a certain extent. 

In the meantime, we have had various opportunities to exchange opinions with the Ministry of Land, 
Infrastructure, Transport and Tourism about the recent price hikes in government construction projects. We 
had discussions about allocating a budget that takes into account the rising cost of such materials and 
equipment at the budget stage from the construction work ordered by the government. We also have asked 
them to provide guidance to local governments on how to respond to such price hikes in the budget stage. I 
have explained the current situation. 

Moderator [Q]: Thank you very much. This is all for questions from Q&A function, but here we would like to 
answer some of the questions we receive from investors on a daily basis. 

First of all, what are you doing to promote DX? Mr. President, please answer. 

Sakotani [A]: As I explained earlier, we receive questions from investors at IR meetings and in other situations. 
I would like to share some of those points with you. 

First of all, we are often asked what specific efforts we are making as a construction company to promote DX. 
We believe that DX is an extremely important initiative to enhance competitiveness by improving efficiency 
and productivity. We launched the DX Promotion Project to oversee the entire Company in January 2021. 
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We have also been developing various DX projects throughout the Company, while communicating the status 
of its activities to the entire Company. As a specific measure, we have been working on the introduction of 
various IT technologies, such as smartphones and RPA, since before the DX stage.  

In addition to these efforts, we have examined whether the core systems for accounting and construction 
management are up-to-date and what kind of problems they have. We discussed how we can reform these 
based on the examinations we took. 

In addition to these considerations, the actual work has done last year included reorganizing the entire 
business communication infrastructure to facilitate various remote meetings. As part of the review of the 
system, we have also changed the paper-based expense reimbursement system to an electronic approval 
system to speed up the process and make it paperless and efficient. These are our current measures we are 
taking. 

Based on the results of the verification, we are planning to make firm efforts to improve efficiency and 
productivity by repeating the PDCA cycle throughout the Company, which may take from three years to a few 
more years for some longer projects. 

Moderator [Q]: Thank you very much. Next question. ROE is stagnant, how do you intend to improve it? Mr. 
President, please answer. 

Sakotani [A]: This is another question that is always asked. Our ROE was about 3.5% in FY2021, and it was 
3.1% before that. We have been asked questions such as, "We are only at the 3% level. Where do you intend 
to take this to and how do you intend to improve this level?" 

If we achieve the goals of the Medium-Term Management Plan 2024, which I explained earlier, we believe 
that we will be able to achieve ROE of 4%, which is currently only at the 3% level. We will achieve the goals of 
this Medium-Term Business Plan by firmly promoting the five major measures I have just explained, in 
particular, raising productivity through DX, etc., and firmly strengthening our sales and construction systems. 
By doing so, we will achieve the goals of this Medium-Term Management Plan and raise ROE to the 4% level. 

In addition to our efforts in the facility construction business and the growth we intend to achieve through 
these efforts, we have also set aside JPY40 billion for investment in growth, as I mentioned earlier. We have 
been working on with wind energy power, M&A and etc., and engaged in PPA projects since the previous fiscal 
year. The profits from many of these businesses have so far been offset by amortization of goodwill and other 
factors, but as the amortization progresses, the profits will become more apparent. With these, we hope to 
achieve the 5% level in the medium to long term. 

Moderator [Q]: Thank you very much. Next question.  

A question about if there are any plans to change the dividend policy. Mr. President, please answer. 

Sakotani [A]: As I explained earlier, our basic policy regarding dividends is to pay sustainable and stable 
dividends, and we have adopted the DOE. Specifically, we will make decisions while carefully monitoring the 
balance between investment for growth and dividends. In consideration of the earnings forecast and financial 
situation during the period of the Medium-Term Management Plan, we would like to continue to maintain 
DOE of 2.7%, or JPY104 per share. 

Moderator [Q]: Thank you very much. I have received a question and would like to read it out. 

mailto:support@scriptsasia.com


 
 

 
Support 
Japan 050.5212.7790   North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support    support@scriptsasia.com 

25 
 

Under the rising cost of materials, have there been any synergies such as bulk orders with the Chugoku Electric 
Power Group? Also let us know if there are any areas where cooperation with them will strengthen or weaken 
your business in the future. Mr. President, please answer. 

Sakotani[A]: As for the synergy with the Chugoku Electric Power Group, in terms of bulk orders, there is a part 
of the construction work that we received from the Chugoku Electric Power Group. For this part, Chugoku 
Electric Power Company placed the order for the total construction work, including the other parts of the 
project on the merit of scale, and handed over the materials to us for the construction work. 

Another thing is that we do not have any specific cases of joint procurement among our partner companies 
or Group companies, but we have been procuring materials on a large scale to take advantage of economies 
of scale. 

About the area where this cooperation strengthens or weaken in the future in the business. The Chugoku 
Electric Power Group basically consists of many energy-related businesses of Chugoku Electric Power, but 
there is one company that is involved in the so-called ESCO business, and etc. We are still cooperating with 
such companies in some areas like solar power, ZEB business, and other businesses that promote efficiency.  

We believe that there will be more and more opportunities to expand our business together as the need for 
carbon neutrality and various other aspects will increase in the future. 

Moderator [Q]: Thank you very much. We will now return to questions from our investors that we receive on 
a daily basis. 

On business expansion in the metropolitan area. I believe competition is stiff as other companies in the same 
industry are expanding into the metropolitan area. The questioner is asking about the declining gross profit 
margins of general contractors. What is the profit margin on orders received especially in the metropolitan 
area? Mr. President, please answer. 

Sakotani[A]: This is another question we get often. I think this question is also based on the question of 
whether the Company based in the Chugoku region can really secure profits by expanding into the Kanto and 
Kinki regions, even though the conditions are quite unfavorable. 

To answer to this question, compared to the Chugoku region, demand for redevelopment projects is very 
strong in the metropolitan area. As you mentioned, competition for orders is very fierce, but we are able to 
secure a certain level of profit. 

We experienced a lot of difficulties when we first started our business in Tokyo, Osaka, Nagoya, and Kyushu, 
but as we have gradually built up our track record, our relationships with our customers have gradually 
become stronger and more solid. Our construction techniques, construction efficiency, and material 
procurement have improved considerably, and our profits are gradually increasing. We feel that our 
performance is slightly outpacing, rather than progressing a tougher situation. Considering these points, we 
would like to continue to try and expand our business in the metropolitan area. 

Another thing is that we are now hiring in the metropolitan area, albeit gradually. From this point of view, we 
believe that achieving solid results in the metropolitan area will help us secure human resources through 
synergies and lead to our company's development in the long run. We would like to continue to work firmly 
on the metropolitan area. 

Moderator [Q]: Thank you very much.  
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The next question was whether there is any plan to expand the market share of the local Chugoku region. Mr. 
President, please answer. 

Sakotani [A]: Conversely, we sometimes hear questions and opinions from investors in the Chugoku region 
like, "You should make more efforts to expand your business in the Chugoku region rather than engage in 
tough competition in the urban areas." Naturally, CHUDENKO is based in the Chugoku region, and we have 
been responding to the needs of our customers in factories, hospitals, offices, and so on.  

As a community-based company, we are determined to continue to respond to the needs of our customers 
and to actively capture demand and expand our business in the Chugoku region while improving efficiency 
and meeting customer needs. 

Moderator [Q]: Thank you very much. Okay, the next question will be the last one.  

How is the JPY40 billion investment progressing? Mr. President, please answer. 

Sakotani [A]: In this Medium-Term Plan 2024, we have set a four-year investment limit of JPY40 billion until 
FY2024, and we have made various investments during the previous Medium-Term Plan period. 

We have three companies in Japan that do electrical, air conditioning, and thermal insulation work, as well as 
one overseas M&A. We have also invested in offshore wind power and other projects overseas. And in FY2021, 
the first year of the current Medium-Term Plan, we invested in Samaiden, which is engaged in the solar power 
generation construction in Malaysia, as I explained a little earlier. And now, we are in the process of discussing 
with Samaiden what we can do in Malaysia, and in what areas we can collaborate and expand our business. 

As for what we will do in FY2022 and beyond, we will continue to make investments in renewable energy and 
respond to good projects as they arise. In addition, if there are any good M&A opportunities, especially those 
related to HVAC pipe work, that would lead to the expansion of our current business as a facility construction 
company, we would like to group with them steadily. We would like to work toward the current mid-term 
plan and beyond by firmly fulfilling the expansion of our business as a facility construction business. In addition, 
we would like to consider M&A opportunities in fields other than the facility construction business, if there 
are any good companies that we think would be suitable for our business.  

Moderator [M]: Now that the time has come, we would like to end the presentation of the financial results 
of CHUDENKO CORPORATION for FY2021. 

Sakotani [M]: Thank you very much. 

Moderator [M]: Thank you very much for joining us today. 

[END] 

______________ 
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