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Presentation 
 

Sakotani: Hello, everyone. I'm Sakotani, the president of CHUDENKO CORPORATION. Thank you very much 
for your participation in the briefing on the financial results for the 2nd quarter of FY2021. I'm looking forward 
to working with you. 

Today, I would like to begin by explaining our business results for the 2nd quarter of FY2021 and our business 
forecast for FY2021, followed by the status of our mid-term management plan initiatives.  

I'm looking forward to working with you. 

As for the outline of the business forecast for the 2nd quarter and the full year, the 2nd quarter saw a decrease 
in sales and profit due to delays in the progress of large-scale construction projects, but the delays have been 
eliminated for the full year, and we are forecasting an increase in sales and operating profit. 
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I will now explain our business results for the 2nd quarter of FY2021. 

First, regarding the business environment and the Group's overview for FY2021, in the construction industry, 
although public capital investment was firm, there were concerns that private capital investment would shrink 
or be postponed due to the effects of COVID-19, as competition for orders and labor shortages continued. 

Against this backdrop, the Group has formulated the Medium-Term Management Plan 2024, targeting the 
80th anniversary of its founding in FY2024, and has been implementing various measures, such as 
strengthening the foundation in the Chugoku region, expanding business in urban areas, and promoting 
business reforms. 
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As a result, for the 2nd quarter of FY2021, non-consolidated net sales of CHUDENKO decreased by JPY4 billion 
due to delays in the progress of some large-scale projects and a decrease in outdoor electrical work.  

Consolidated subsidiaries also decreased by JPY0.9 billion, resulting in a YoY decrease of JPY4.9 billion to 
JPY77.1 billion. 

Next, operating income decreased by JPY0.9 billion to JPY2.3 billion due to a decrease in gross profit caused 
by a decline in sales. 

Ordinary income decreased by JPY1.1 billion to JPY3.3 billion. 

Net income decreased by JPY1.3 billion to JPY1.6 billion due to a loss on valuation of stocks in addition to the 
decrease in ordinary income. 
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Next, looking at the difference in sales compared to the same period of the previous year, non-consolidated 
sales of CHUDENKO decreased by JPY4.0 billion from the previous year due to a significant decrease in sales 
of indoor electric and air-conditioning pipes, despite an increase in sales of power distribution lines.  

In addition, consolidated subsidiaries increased by JPY300 million in the Chugoku region and JPY400 million 
overseas but decreased by JPY1.7 billion due to delays in large-scale construction projects in urban areas, 
resulting in a YoY decrease of JPY900 million. 

As a result, net sales decreased by JPY4.9 billion from JPY82.0 billion in the previous fiscal year to JPY77.1 
billion in the current fiscal year. 
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Looking at the difference in operating income compared to the same period of the previous year, on a non-
consolidated basis, operating income in the electric power sector increased by JPY0.8 billion due to sales 
growth, but operating income in the general sector decreased by JPY1.6 billion, resulting in a decrease of 
JPY0.7 billion. 

As for the consolidated financial processing, amortization of goodwill was almost the same amount as the 
previous year, and operating income of consolidated subsidiaries decreased slightly, resulting in a decrease 
of JPY100 million. 

As a result of the above, operating income decreased by JPY0.9 billion to JPY2.3 billion from JPY3.2 billion in 
the previous fiscal year. 
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Next is the balance sheet. 

Total assets of JPY267.1 billion decreased by JPY9.4 billion, mainly due to a decrease in accounts receivable 
for completed construction contracts.  

Total net assets were JPY215.3 billion, a decrease of JPY3.4 billion, mainly due to a decrease of JPY1.2 billion 
in retained earnings. 

The equity ratio increased by 1.9 percentage points from 77.6% at the end of the previous fiscal year to 79.5%, 
due to a significant decrease in total assets, despite a decrease in shareholders' equity. 
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Next is the amount of orders received and sales by division for each of the individual CHUDENKO companies. 

Orders received on the left side totaled JPY77.2 billion, a decrease of JPY0.8 billion from the previous fiscal 
year. 

Air-Conditioning and Refrigeration increased by JPY1.2 billion due to an increase in construction work for 
distribution warehouses, et cetera, while Information and Communication decreased by JPY2.2 billion due to 
a decrease in large-scale construction work for GIGA schools, et cetera. 

Net sales on the right side were JPY61.5 billion, an overall decrease of JPY4.0 billion from the previous year, 
mainly due to a decrease in office construction in indoor electric, and a decrease in school air-conditioning 
construction in air-conditioning pipes, despite an increase in the electric power sector, such as power 
distribution lines and power transmission and transformation underground lines, and in information and 
telecommunications. 
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Next is the full-year earnings forecast. 

As I mentioned at the beginning of this report, although sales and profits decreased in the 2nd quarter, we 
expect sales to increase and operating income to increase for the full year consolidated business results. 

Net sales are expected to increase by JPY4.5 billion YoY to JPY189.0 billion, with an increase of JPY1.5 billion 
on a non-consolidated basis and JPY2.9 billion for consolidated subsidiaries, eliminating the delay until the 
2nd quarter. 

Operating income is also expected to increase by JPY200 million to JPY9.7 billion due to an increase in gross 
profit resulting from higher sales, ordinary income is expected to decrease by JPY100 million to JPY11.7 billion, 
and net income is expected to decrease by JPY1.3 billion to JPY6.8 billion due to the absence of the gain on 
sales of marketable securities that was recorded last year and the recording of a loss on valuation of stocks. 

mailto:support@scriptsasia.com


 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

10 
 

 

Next is the amount of orders received and sales by individual division. 

Orders on the left side are expected to be JPY151.0 billion, a decrease of JPY4.6 billion from the previous fiscal 
year.  

This is mainly due to the fact that although indoor electric power is expected to increase, information and 
communication is expected to decrease in reaction to the large increase in the previous fiscal year. 

On the other hand, sales on the right side are expected to be JPY150.0 billion, mainly due to an increase of 
JPY1.5 billion from the previous year as a result of the elimination of delays in air-conditioning pipes, despite 
a decrease in indoor electricity. 
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Next is the trend of orders and sales on a non-consolidated basis. 

As shown in the line graph, orders received in FY2009 are expected to remain high at JPY151.0 billion, although 
they will not reach the level of the previous year. 

Net sales are expected to exceed those of the previous fiscal year, reaching JPY150 billion, the highest level in 
the last 5 years.  

The amount carried forward is expected to increase by JPY1.0 billion from the previous year to JPY96.9 billion 
due to significant growth in the urban areas, despite a decrease in the Chugoku region. 
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Next, this chart shows the changes in the amount of work in hand, and net sales of the General Division from 
the beginning to the end of the current fiscal year. 

The amount of work in hand consists of the amount carried over from the previous fiscal year and new orders 
received.  

The amount of work in hand for the 2nd quarter was JPY104.9 billion and net sales were JPY43.4 billion. 

Construction will be completed in the future, and at the end of the fiscal year, net sales are expected to be 
JPY112.9 billion, while the amount carried forward will decrease, but with new orders, the amount of 
construction work in hand is expected to be JPY91.1 billion.  

As a result, the amount carried forward to the next fiscal year is expected to increase by JPY1.7 billion from 
JPY89.4 billion at the end of the previous fiscal year. 

Unlike the Electric Power Division, which is mainly responsible for the receipt and completion of orders, the 
General Division will enter the next fiscal year with approximately 80% of its sales in hand. 
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Next is the non-consolidated orders and sales by region. 

As part of our growth strategy, we have been maintaining sales in the Chugoku region and expanding into 
urban areas. 

Orders and sales in the Chugoku region, shown in blue, will remain firmly in the JPY120 billion to JPY130 billion 
range, while orders and sales in the metropolitan area are steadily increasing.  

The percentage of total sales has steadily increased from 11%, 3 years ago, to 14%.  

We will continue to expand our urban area while maintaining orders in the Chugoku region. 
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Next are the main management indicators. 

The blue bar graph, net sales, has been increasing since FY2012 and is expected to increase for the 10th 
consecutive year with JPY189 billion in the current fiscal year. 

The gray bar graph, operating income, increased JPY300 million from the previous year to JPY9.7 billion, the 
3rd consecutive year of growth.  

In addition, the operating profit margin was secured at 5.1% through efforts to improve efficiency and reduce 
costs amidst severe competition.  

Green ROE is expected to decrease by 0.6 percentage points to 3.2% due to the decrease in net income. 
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Next, I will explain the Medium-Term Management Plan 2024. 

The Medium-Term Management Plan 2024 was discussed at the financial results briefing in May. 

I would like to explain it based on the current status of our efforts.  

The newly formulated Medium-Term Management Plan is a 4-year plan for further growth, targeting FY2024, 
the 80th anniversary of our founding, and was launched in April of this year. 

The theme will continue to be Change and Growth and 2 new sub-themes have been set.  

The first is to strengthen sales and construction systems and increase profits. 

The second is to promote DX and decarbonization. 
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Next, I would like to explain the 5 main measures of the Medium-Term Management Plan and the status of 
their implementation. 

Regarding the first, expansion of orders and strengthening of the construction system, we are working to 
increase orders for large-scale projects by strengthening proposal-based sales, to strengthen the system for 
underground line construction, which is expected to expand in the future, and to strengthen cooperation with 
partner companies. 

As to the 2nd point, securing and expanding profits and strengthening our competitiveness, in terms of 
construction, we are working to improve efficiency through front-loading and the use of IT equipment, and to 
reduce costs through the use of factory-processed products. In addition, we have established the DX 
Promotion Project and are making company-wide efforts to improve efficiency and productivity. 

As for the 3rd issue, strengthening human resource development and promoting work style reforms, in 
addition to the business reforms we have been promoting, we have been working to clear the upper limit on 
overtime 1 year ahead of schedule by increasing productivity through DX promotion and other measures. 
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For the 4th point, improvement of quality, we are striving to ensure quality by strengthening our management 
system for in-process inspections and functional verification inspections.  

In addition, in the area of electric power, we are working to strengthen our ties with the electric power 
network in order to respond quickly to emergencies. 

With regard to the 5th point, business expansion through growth investment, we have set aside JPY40 billion 
for investment during the mid-term plan period and have been considering investments in M&A and 
renewable energy.  

In addition, as part of our decarbonization efforts, we are installing solar power generation equipment at our 
business sites.  

At the same time, we are promoting PPA business to our customers. 
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Next are the numerical targets of the Medium-Term Management Plan. 

We are targeting consolidated net sales of JPY210 billion, consolidated operating income of JPY12 billion, and 
a consolidated operating margin of 5.7% in FY2024, the final year of the plan. 

In FY2021, the 1st year of the project, we expect to clear the plan in terms of both net sales and operating 
income, and we believe that we have made a good start. 

The CHUDENKO Group, as a whole, will continue to work on the measures of the Mid-term Management Plan 
2024 and strive to achieve the targets. 
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Next, I would like to explain about the securing and development of human resources, which are our most 
important assets, and essential for achieving our mid-term management plan. 

In recent years, hiring activities have been difficult, due to the seller's market, but we have continued to hire 
around 130 employees, and we are regularly hiring 135 employees in FY2021. 

As you can see from the pie chart, about 30% of our workforce is younger than 30 years old. We believe that 
our technical and construction capabilities will improve further by fostering this younger generation.  

For this reason, we are making efforts to train young people as early as possible and make them capable, and 
we are promoting the acquisition of qualifications in electrical and plumbing work, which are particularly 
necessary. 

As a result, the number of qualified employees has increased, which has been a driving force for the increase 
in sales as well as the improvement of our technical and construction capabilities. 
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Next, I would like to talk about specific measures for capital policy. 

As an investment for sustainable growth, we have set aside an investment limit of JPY40 billion.  

Specifically, we are expanding our business through M&A and other means, investing in renewable energy, 
decarbonizing our own operations, and working on PPA projects to support the decarbonization of our 
customers. 
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Next, I would like to talk about dividend policy. 

In terms of shareholder returns, we place importance on providing sustainable and stable dividends, and will 
continue to pay dividends with a target of DOE and consolidated dividend on equity ratio of 2.7%. 

In addition, the Company will acquire treasury stock as necessary, considering the overall business 
environment and other factors. 

As for dividends, we forecast a DOE of 2.75%, an annual dividend of JPY104 per share, and a payout ratio of 
84.1% for FY2021. 

With regard to the repurchase of treasury stock, we repurchased 600,000 shares in August this year in order 
to enhance shareholder returns and improve capital efficiency, and the total return ratio is expected to be 
104.3%. 
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Next is the trend of dividends and dividend payout ratio. The blue bar graph shows the dividend per share, 
and the red line shows the dividend payout ratio. 

We adopted the DOE in FY2014 and have been increasing dividends while raising the rate from around 2% to 
2.5% in FY2005 and to 2.7% in FY2006.  

For FY 2021, we expect to pay a dividend of JPY104, the same amount as FY2021. 

For the interim, we will pay half of that amount, JPY52.  

Compared to other companies in the same industry, the Company has a high level of dividends and dividend 
payout ratio. 
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Last but not least, in addition to our financial information, we publish an integrated report, the CHUDENKO 
Report, as a means of providing a wide range of information, including information on our ESG initiatives. 

On September 30 of this year, we published the CHUDENKO Report 2021, which is available on our website 
for your perusal. 

This concludes the explanation.  

The remaining materials are for reference only and will not be explained. 

Thank you for watching. 
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Question & Answer 

 

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

First, I would like to read out the 1st question. 

With regard to the current environment for orders, have you seen a decline in the profitability of private 
sector construction orders? 

President, please respond. 

Sakotani: First of all, I would like to explain the status of orders at this point in time. 

At one time, there was a mood of reduced capital investment due to the impact of COVID-19, but at present, 
I believe that the manufacturing industry is steadily returning to the status before the outbreak of COVID-19. 
As a result, our feeling is that orders received during and after COVID-19 have been steady. 

On the other hand, the peak of demand for the Olympic Games has passed, and there is a sense that demand 
as a whole has dropped a bit. As a result, I feel that competition in terms of orders is becoming very fierce. 

In such a situation, we would like to achieve the profit target of the Medium-Term Management Plan by 
improving productivity and efficiency. That is all. 

Moderator: Thank you very much. 

Since there is still time for more questions, I would like to answer some of the questions that are frequently 
asked by investors. I will now read out the questions. 

They have asked how much of an impact COVID-19 has had on your business performance. 

President, please. 

Sakotani: I feel that the impact of COVID-19 on our business has not been significant. In our company, we 
have had several cases of infected people, but we have continued our business in a stable manner. 

In addition, there were delays in the delivery of some parts for air-conditioning pipe-related equipment, but 
overall, we have been able to do this without any major impact. We believe that the impact of COVID-19 was 
minimal. 

We will continue to monitor the spread of COVID-19 infections and other factors as we move forward with 
our business. 

Moderator: Moving on to the next question. 

In order to achieve the mid-term plan of JPY210 billion, you need to increase the current sales by more than 
JPY20 billion. Do you have a concrete plan to achieve that? 

Mr. President, if you will please. 

Sakotani: We need to increase sales by about JPY20 billion from the current level to reach our target of JPY210 
billion, but we expect an increase of about JPY12 billion at CHUDENKO and JPY9 billion at group companies. 
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The number of qualified employees has been steadily increasing due to the improvement of productivity and 
the training of engineers that we have been continuously hiring, and we believe that the figure of JPY12 billion 
is fully achievable. 

In addition, we have been working hard to strengthen systems, increase efficiency, and improve productivity 
in our group companies, and we believe that JPY9 billion for the group companies as a whole is an achievable 
figure. 

Moderator: Next question. 

You are planning to invest JPY40 billion in growth. What are the main initiatives you are considering? 

Sakotani: We have set an investment limit of JPY40 billion for the next 4 years, and we are specifically 
considering M&A to strengthen our business structure and investment in renewable energy. In M&A, we 
would like to make a group if there are good companies, including those related to air-conditioning pipes.  

In addition, if there are any promising businesses in the future, we would like to work on them without being 
bound by the framework of existing businesses. 

As for investment in renewable energy, we are determined to take firm action, including large-scale projects 
in the mega-solar class. 

That is all. 

Moderator: Thank you very much. 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 it possible to raise the DOE ratio a little more? 

Sakotani: Regarding our dividend policy, we emphasize the payment of sustainable and stable dividends, and 
we currently use the DOE to pay a dividend of 2.7%, or JPY104 per share. This level and dividend payout ratio 
are quite high compared to other companies in the same industry.  

For the time being, we will strive to firmly maintain this level. I would like to ask for your understanding in this 
matter. The Company also intends to proceed with the acquisition of treasury stock as necessary. 

That's all. 

Moderator: Next question. 

What is the status of your policy equity holdings? 

Sakotani: The Company holds shares on a policy basis when it judges that it will lead to the maintenance and 
improvement of the Group's corporate value over the medium to long term.  

During the annual review, we check the economic rationality and appropriateness of the purpose of holding 
the shares, and if we determine that there is no rationality in continuing to hold the shares, we proceed with 
the sale of the shares and make other efforts to reduce the number of shares held for policy purposes. 

In addition, some of our shareholders are dissolving their cross-shareholdings, and we have received offers to 
sell their shares, but we respond to these offers on a case-by-case basis.  

That's all. 
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Moderator: Next question. 

How do you plan to decarbonize? 

Sakotani: We would like to promote decarbonization related to our own business as well as decarbonization 
support projects for our customers. 

As I mentioned earlier in the explanation of the Medium-Term Management Plan for our business, to 
decarbonize our company, we will be installing solar power generation systems to reenergize the electricity 
at our offices, and we will also be considering the conversion of our sales offices to EVs while monitoring the 
development trend of electric vehicles. 

Moderator: Thank you very much. Next question. 

What is the status of your DX initiatives? 

Sakotani: I believe that DX is an extremely important initiative in terms of enhancing competitiveness through 
increased efficiency and productivity. To this end, we launched the DX Promotion Project in January of this 
year and have been working on it on a company-wide basis. 

The first step was to improve the Internet environment for each business, including the head office. Next, we 
examined the current systems and the possibility of digitizing various operations as issues for promoting DX 
and compiled a list of issues and countermeasures. 

From now on, in addition to these measures, we will systematically and steadily proceed with the various 
efficiency improvements using IT technology that we have been promoting, while sharing them throughout 
the company. 
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Moderator: Next question. 

How do you plan to tackle the SDGs in concrete terms? 

Sakotani: Our business is closely linked to the 17 goals of the SDGs. We believe that it is important for each 
and every employee to be aware of this connection in their work, so that we can achieve the goals of the SDGs. 

From this perspective, we have linked the main measures of the Medium-Term Management Plan 2024 to the 
17 goals of the SDGs and have selected 4 issues to tackle: thoroughgoing safety and compliance, provision of 
safe and high-quality facilities, realization of a decarbonized society, and human resource development and 
promotion of a diverse society.  

These are the 4 issues we have decided to tackle. 

Moderator: Next question. 

What are your thoughts on how to respond to the new market segmentation of TSE? 

Sakotani: We received a notice of judgment results from the TSE in July of this year. That is, we meet the 
criteria for both the prime and standard markets. We are currently considering which option to choose and 
hope to make a decision and announce our policy by the end of this year. 

Moderator: Next question. 

mailto:support@scriptsasia.com


 
 

 
Support 
Japan 03.4405.3160    North America  1.800.674.8375  
Tollfree  0120.966.744 Email Support     support@scriptsasia.com 

28 
 

Although sales and profits decreased in the 2nd quarter, do you expect sales to increase and operating income 
to rise for the full year? 

Sakotani: In recent years, our construction projects have been getting larger and larger. Sales of large-scale 
construction projects are recorded in line with the progress of construction work. In the 2nd quarter, some 
large-scale construction projects were delayed due to the slow start of the process and progress was slow, 
resulting in lower sales and profits.  

In the future, we expect to increase sales and operating income for the full year, as the delay in progress is 
resolved and the increase in the amount carried forward is recorded in sales. 

Moderator: Next question. 

What is the current status of Showa Corporation? 

Sakotani: Showa Corporation was acquired the year before last, and we have formulated a growth strategy 
and have been working on it systematically.  

Showa Corporation's sales decreased by about JPY1.2 billion from the previous year due to delays in major 
construction projects in the 2nd quarter. But for the full year, we expect sales to increase by JPY1.0 billion 
from the previous year to JPY21.0 billion by eliminating the delays in major construction projects and passing 
on the higher cost of raw materials to sales prices.  

We believe that we will be able to meet the plan. Operating income is also expected to meet the planned level 
at JPY1.2 billion, almost the same amount as the previous year. As a result, Showa Corporation understands 
that the business is progressing smoothly as planned. 

Moderator: Next question. 

What is the status of your ESG initiatives? 

Sakotani: In our business operations, we have traditionally emphasized environmental, social, and 
governance issues, such as reducing our environmental impact, promoting social contribution activities, and 
women's activities, and complying with the CG Code. 

In recent years, more than ever before, companies are expected to generate profits and grow, while 
responding firmly to ESG issues.  

In addition to placing the highest priority on safety and compliance, we will steadily address ESG issues by 
promoting decarbonization and strengthening human resource development, which are the foundations of 
our business operations and various measures in Midterm Corporate Strategy 2024. 

Moderator: I have a question here that I would like to read out. 

The gross profit margin is on a downward trend for general contractors, but is there any change in the order 
environment? Also, please tell us again about your stance on orders and whether you are aiming to expand 
in urban areas even under severe competition. 

Sakotani: It is true, as I mentioned earlier, that the overall demand has dropped a little from the peak because 
the demand for the Olympics has disappeared.  
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In such a situation, competition is getting tougher, and we are aware that it is difficult to make a profit. 
However, even in such a difficult situation, we need to overcome it by making efforts to improve efficiency 
and productivity. 

As I mentioned earlier in my explanation of the project, we have a growth strategy to maintain growth by 
expanding the urban area while maintaining a strong presence in the Chugoku region, and we will continue 
to adhere to this direction.  

To that end, we will continue to strengthen our system and improve efficiency in the Chugoku region and 
metropolitan areas as well. 

That is all. 

Moderator: Thank you very much.  

This concludes the briefing on the financial results for the 2nd quarter of FY2021 of CHUDENKO Corporation. 

Sakotani: Thank you very much for your time. 

Moderator: Thank you very much for joining us today. 

[END] 

______________ 
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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 
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