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Presentation 
 

Moderator: Now that your time has arrived, we will now begin the financial results briefing of CHUDENKO 
CORPORATION. Thank you very much for taking time out of your busy schedule to attend today's financial 
results briefing. 

We would like to make a variety of requests and announcements on the occasion of the event. In this briefing, 
the financial report presentation will be followed by a question-and-answer session. We may not be able to 
answer all questions. Please note that in such cases, we will respond individually. 

Takafumi Shigeto, Representative Director and President, will now report on the financial results for FY2025. 

Shigeto: Hello, everyone. I am Shigeto, President of CHUDENKO. Thank you very much for joining us today for 
our FY2025 financial results presentation. 

 

The items I will explain today are, first, our business performance for FY2025, followed by the forecast for 
FY2026, a review of the numerical targets of the Mid-term Management Plan 2027 and the CHUDENKO Group 
2030 Vision, measures to realize management with an awareness of cost of capital and stock price, and finally, 
shareholder returns.  

Thank you. 
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First, I would like to discuss our performance in FY2025. 

The business environment in FY2025 was characterized by continuing challenges common to the construction 
industry, such as high raw material prices and rising labor costs, as well as a labor shortage.  

On the other hand, the environment for orders remained favorable due to capital investment in the 
manufacturing sector, including automobile- and semiconductor-related plants, as well as steady 
redevelopment in urban areas. 

Under these circumstances, our group has been taking measures, such as further strengthening sales and 
construction capabilities, thoroughly controlling costs, and improving productivity by streamlining the 
construction system, in accordance with the Mid-term Management Plan 2027. 
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As a result, the consolidated results for FY2025 showed an increase in revenue, operating income, ordinary 
income, and profit. 

Net sales increased for the third consecutive year to JPY227.8 billion, up JPY5.9 billion from the previous year, 
due to growth in non-consolidated sales of CHUDENKO, reflecting steady progress in large-scale construction 
projects, including plant-related projects in the Chugoku region. 

Operating income increased for the third consecutive year to JPY26.1 billion, up JPY4.4 billion from the 
previous year. In addition to the increase in net sales, the Group absorbed increased personnel expenses due 
to wage hikes and other factors by improving construction efficiency through thorough cost control and front-
loading processes, obtaining additional construction work, and further promoting company-wide cost 
reductions. 

On the other hand, net income attributable to shareholders of the parent company decreased for the first 
time in three fiscal years to JPY18.4 billion, down JPY1.4 billion from the previous year, mainly in reaction to 
a JPY4.4 billion decrease in income taxes resulting from the dissolution of an equity-method affiliate in the 
previous fiscal year. 

To sum up FY2025, we believe that we have made a good start as the first year of the medium-term 
management plan, as net sales and operating income reached record highs, except for net income, which 
declined due to special factors. 
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I will now explain the increase and decrease in the financial results. This is a breakdown of the changes in net 
sales. 

On a non-consolidated basis, CHUDENKO saw an increase of JPY4.8 billion YoY due to an increase in indoor 
electrical work and power distribution line work, despite a decrease in information and telecommunications 
work due to a decline in large-scale highway telecommunications-related work.  

Consolidated subsidiaries increased by JPY1 billion from the previous year due to an increase in the Chugoku 
region and overseas, despite a decrease in the metropolitan area.  

As a result of the above, consolidated net sales were JPY5.9 billion higher than the previous year. 
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Next is a breakdown of the changes in operating income. 

On a non-consolidated basis, CHUDENKO's total sales increased by JPY4.6 billion from the previous year due 
to a significant increase in the general construction segment, including indoor electrical work, despite a slight 
decrease in the electric power construction segment, including distribution line work.  

Although operating income of consolidated subsidiaries decreased by JPY0.1 billion, consolidated operating 
income was JPY26.1 billion, an increase of JPY4.4 billion from the previous year. 
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Next is a breakdown of the changes in net income attributable to owners of the parent. 

Despite a JPY4.4 billion increase in operating income and a JPY0.5 billion increase in interest and dividend 
income, non-operating income decreased by JPY0.4 billion, mainly due to a JPY1.2 billion equity in losses of 
affiliates related to IAQ in Malaysia, in which we invested in FY2024. 

In addition, income taxes decreased by JPY1.4 billion from the previous year due to a JPY5.6 billion increase 
in income taxes resulting from the dissolution of an equity-method affiliate, as explained earlier. 
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Next, I will explain CHUDENKO's non-consolidated performance. 

Compared to the previous fiscal year, sales, operating income, and ordinary income increased.  

Orders received were JPY223.7 billion, up JPY37.2 billion from the previous year, sales were JPY182.6 billion, 
up JPY4.8 billion from the previous year, operating income was JPY23.7 billion, up JPY4.6 billion from the 
previous year, and net income was JPY18.5 billion, down JPY400 million from the previous year. 
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Next are orders received and sales by individual sector. 

Orders received, on the left side, increased in all construction categories.  

In particular, indoor electrical work and air-conditioning pipe work saw an increase in semiconductor-related 
and other factory-related projects as well as hospital-related projects. In particular, orders for air-conditioning 
pipe work increased 1.6 times from the previous year to JPY51.3 billion in the general construction category 
due to large automobile-related projects.  

Overall, the total amount was JPY223.7 billion, up JPY37.2 billion from the previous year.  

Orders received are at an all-time high, and as I mentioned at the beginning of this report, we believe that the 
favorable environment for orders is continuing. 

Sales, on the right, increased JPY4.8 billion from the previous year to JPY182.6 billion due to increases in 
indoor electrical work, air-conditioning pipe work, power distribution line work, and transmission and 
substation underground line work, despite a decrease in information and telecommunications work, as 
explained earlier. 
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This is the percentage of orders received based on the percentage of completion method and the completed-
contract method in the general construction segment.  

For the blue percentage of completion method, the Company applies it to contracts with an order amount of 
JPY100 million or more and a construction period of six months or more. All other construction is based on 
the completed-contract method. 

Since FY2023, the environment for orders has turned favorable, and orders for large construction projects 
exceeding JPY1 billion have increased significantly.  

In FY2025, the percentage of orders based on the percentage of completion method increased by 5 
percentage points from the previous year, accounting for more than 70% of the total, and orders received 
increased by JPY32 billion to a high level of JPY133.3 billion.  

On the other hand, orders received on a completion basis, in gray, remained at about the same level. 
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Continuing on, here is the percentage of sales. 

The blue percentage of completion method tends to be used for construction projects that take more than 
one year to complete, and the timing of recording orders and sales tends to be staggered.  

Since orders for large construction projects are increasing in FY2023 and beyond, the impact on sales will be 
felt in the following fiscal years and beyond. 

In addition, since the percentage of sales based on the percentage of completion method increased to 67% in 
FY2024 and FY2025, sales will not increase further until FY2026 and beyond. 
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Next, the following table shows sales in the general construction sector in FY2025 by the timing of orders 
received. 

Some sales are recorded in net sales from orders received in the current fiscal year, while others are recorded 
in net sales from orders carried over from the previous fiscal year.  

As shown in the graph, JPY42.7 billion, or 24% of the JPY178.9 billion in orders received in the current fiscal 
year, was recorded as net sales, and JPY96.1 billion, or 69% of the JPY138.6 billion carried over from the 
previous fiscal year, was recorded as net sales.  

The remaining A and B totaling JPY178.6 billion will be carried over from the current fiscal year and will 
contribute to sales in the next fiscal year and beyond. 
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Next is the revenue trend for the electric power construction sector. 

The electric power construction division has been recording stable sales of just over JPY40 billion for the past 
several years.  

In addition, the volume of electric power construction work is expected to increase in the future due to higher 
demand for electric power in connection with the construction of data centers and other facilities, and we 
will work to strengthen our construction system to cope with this demand. 
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Next is the trends of orders and sales by individual region. 

In the Chugoku region, shown in blue, both orders and sales are steadily increasing, with orders received 
exceeding the previous year's figures by a large margin due to orders for large-scale projects, such as factory-
related projects.  

Orders received in the metropolitan areas, shown in yellow, grew significantly to JPY49.8 billion, due mainly 
to orders for large-scale projects, such as redevelopment projects in the Tokyo metropolitan area and 
hospitals in the Kansai region, and the percentage of total orders received increased to 22% from 18% three 
years ago. 

On the other hand, sales in the urban area decreased by JPY5 billion from the previous year to JPY29.7 billion, 
but this is due to the fact that many large properties will not be booked as sales until FY2026 or later, and we 
expect sales in this area to steadily increase in the future.  

We will continue to expand our market share while strengthening our foundation in the Chugoku region, and 
in the urban areas, we will work to expand our business with a focus on redevelopment and logistics 
warehouses. 

As for data centers, we are also studying the possibility of receiving orders for large-scale projects by setting 
up projects within the Company. 



 
 

 
 
       
    

15 
 

 

These are the chronological trends of the carryover amount of CHUDENKO alone. 

The graph on the left shows trends by sector.  

In recent years, orders for large-scale construction projects have increased, and the lead time from order 
receipt to sales booking has lengthened, resulting in a large increase of JPY41 billion from the previous year 
to JPY191.9 billion.  

As a result, the current fiscal year's carryover reached the previous year's all-time high. Two of these divisions, 
indoor electrical work and air-conditioning pipe work, account for more than 90% of the total. 

The graph on the right shows trends by region.  

Both the Chugoku region and urban areas increased steadily, but in particular, in the urban areas, where 
orders for large-scale construction projects are increasing, the ratio to the total amount carried forward 
increased from 33% in the previous fiscal year to 36%, an increase of 3 percentage points, or JPY20.1 billion.  

This abundant carryover will lead to continued expansion of sales in the next fiscal year and beyond. 
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Next is the balance sheet. 

Total assets and bond net assets increased JPY23.9 billion to JPY317.8 billion.  

Total net assets increased by JPY18.2 billion to JPY247.8 billion, mainly due to an increase of JPY11.7 billion in 
retained earnings and JPY6.8 billion in valuation difference on available-for-sale securities, despite a JPY5.9 
billion decrease due to the acquisition of treasury stock. 

The equity ratio decreased 0.2 percentage points from 77.1% at the end of the previous fiscal year to 76.9% 
because of a greater increase in net assets than in shareholders' equity, despite an increase in retained 
earnings and other factors. 
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Continuing on, here is our forecast for FY2026. 

The consolidated results for FY2026 are expected to show an increase in both revenue and profit compared 
to the previous year.  

Net sales are expected to increase by JPY17.1 billion YoY to JPY245 billion, with an expected increase of 
JPY12.3 billion and JPY4.8 billion in the non-consolidated and consolidated subsidiaries, respectively, due to 
an increase in the general construction sector.  

Operating income is expected to be JPY27 billion, up JPY0.8 billion from the previous year, both of which are 
record highs, based on the assumption that gross profit will incorporate increased sales as well as increased 
personnel expenses due to human capital investment. 

Net income attributable to shareholders of the parent company is also expected to increase by JPY1.2 billion 
from the previous year to JPY19.7 billion. 
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Next is the forecast for orders and sales by individual sector. 

Orders received, on the left side, are estimated to be JPY210 billion, down JPY13.7 billion from the previous 
year, mainly due to an expected decrease in orders for indoor electrical work and air-conditioning pipe work, 
which were large orders in FY2025, but this is the second highest figure ever and the order environment 
remains favorable.  

Although we are holding back somewhat on orders, we will aim to increase orders by firmly establishing a 
construction system. 

On the other hand, sales, on the right side, are expected to increase by JPY12.3 billion from the previous year 
to JPY195 billion, mainly due to an increase in the general construction segment of indoor electrical work and 
air-conditioning pipe work, as a result of a favorable order environment and the contribution of an abundance 
of oversold orders. 
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Next, I will explain the revisions to the numerical targets of the Mid-term Management Plan 2027 and the 
CHUDENKO Group 2030 Vision. 

First, regarding the future business environment, which is the background of the review, as I mentioned at 
the beginning of this document, we expect capital investment in the manufacturing industry and 
redevelopment in urban areas to remain strong, and we believe that the profitability of orders, which has 
improved significantly in recent years, will continue to be good. 

On the other hand, the future outlook is expected to be uncertain due to the impact of the situation in the 
Middle East on our business, in addition to high raw material prices and labor shortages. Of these, the Middle 
East situation has not had any direct impact on our order environment, construction sites, or material 
procurement currently. However, if these conditions persist, there are concerns that procurement costs will 
increase due to higher prices for materials and equipment and that delays in delivery will affect the progress 
of construction. 

In addition, there are concerns that customers will become more cautious in their investment stance, leading 
to postponement of capital investment, postponement of construction starts, and reduction in the scale of 
construction.  

Therefore, we will watch over future trends and believe that we have to respond appropriately.  

While taking these events into consideration, the Company has reviewed the business environment for the 
future. 
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With regard to the review of specific figures, among the results for FY2025, operating income and ROE 
exceeded the numerical targets for FY2027, the final year of the Mid-term Management Plan 2027, and the 
results for FY2026 are also expected to exceed the FY2025 results, taking into consideration the business 
environment and the current volume of construction work on hand. 

In light of this situation, we have revised our targets for FY2027 to net sales of JPY260 billion, an operating 
income of JPY28 billion, and an ROE of 8.5% or higher, and then for FY2030, to net sales of JPY300 billion, an 
operating income of JPY30 billion, and an ROE of 9% or higher. 
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Under its Mid-term Management Plan 2027, which covers the three-year period beginning in FY2025, the 
Group has set forth five major policies and is working as a unified group to establish a sustainable growth 
cycle. 
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The CHUDENKO Group 2030 Vision is a vision of where we want the CHUDENKO Group to be by the year 2030. 
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The most important foundation to support our sustainable growth is the securing and development of human 
resources.  

In terms of securing human resources, we expect to hire 182 employees in FY2026, compared to our plan of 
170 employees, despite a difficult hiring environment. We also plan to hire 170 employees in FY2027, and 
considering our workforce structure, we intend to continue hiring at this scale for the foreseeable future. 

Securing a core workforce is an extremely important issue in the construction industry. In the construction 
industry, we are moving away from the so-called traditional 3Ds, demanding, dirty, and dangerous, and are 
working toward the new framework of good pay, vacation time, hope, and cool. We are also actively 
communicating to society that construction management is a job that cannot be easily replaced by AI, and 
that essential workers are indispensable to the world. 

In addition, as an investment in human capital, we raised wages by more than 5% for the third consecutive 
year and increased starting wages by JPY15,000. We will continue to focus on acquiring talented human 
resources and improving compensation to ensure that our employees, the source of our competitiveness, can 
maximize their abilities. 

We are also working hard to develop human resources, and the number of qualified personnel, including 
construction management engineers, who are indispensable to our work, is steadily increasing, leading to the 
strengthening of our construction capabilities. 
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We are pleased to provide an update on our response to the announcement on April 28 of this year to achieve 
cost of capital and stock price conscious management. 

We promote management that is conscious of cost of capital and stock price to sustainably increase corporate 
value.  

Currently, ROE has improved to 7.9% in FY2025 due to improved profitability, which is higher than the cost of 
capital of about 5% in the most recent fiscal year, which is calculated based on CAPM. 

To sustain and enhance these efforts, we will further improve profitability, strengthen and enhance capital 
policies, and strengthen investor relations activities. 

As for PBR, it has remained at around 1 times since the end of October 2025 against the backdrop of rising 
stock prices.  
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To further en

hance this, we will strengthen our efforts to improve profitability and capital policies. 

 

With respect to improving profitability, we will steadily implement the main measures of the Mid-term 
Management Plan 2027, as explained earlier, to achieve the numerical targets for FY2027 and realize the 
CHUDENKO Group 2030 Vision. 
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With respect to the strengthening and enhancement of capital policy, we will allocate JPY100 billion, which 
we will acquire through business activities and sales of strategic shareholdings during the three years of the 
Mid-term Management Plan 2027, to investment in growth and shareholder returns.  

As for the breakdown of cash outflows, we have set the growth investment at about JPY60 billion, the same 
as the previous forecast. The Company will sequentially invest in DX, capital expenditures, and enhanced 
human capital investment. 

Meanwhile, for investment in business expansion, we will consider and promote the expansion of 
environment-related businesses, such as the grid storage battery business, while continuing to gather 
information on M&As and new businesses and considering a wide range of investments that will lead to the 
growth of our group. 

In the area of enhanced shareholder returns, we have increased the dividend by JPY5 billion from the previous 
announcement to approximately JPY40 billion and reiterated our three-year dividend increase of JPY2 billion 
to approximately JPY22 billion and our share buyback limit of JPY18 billion, an increase of JPY3 billion.  

The annual dividend per share for the fiscal year ending March 31, 2027 is forecast to increase by JPY10 to 
JPY140.  

We will continue to work to maximize corporate value by thoroughly managing the Company with an 
emphasis on capital efficiency, aiming to improve ROE and PBR. 
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Finally, I would like to discuss shareholder returns. 

First, let us look at the dividend and dividend payout ratio.  

We have adopted the DOE consolidated dividend on equity ratio as our dividend policy since FY2014, starting 
with a target of 2% and changing to 3% from FY2025.  

For FY2025, we planned to increase the annual dividend by JPY15 per share to JPY135 per share. This resulted 
in a DOE of 3.3% and a payout ratio of 39.5%. 
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Regarding the last treasury stock buyback, during the four years of the previous Mid-term Management Plan 
2024, we repurchased a total of approximately 2 million shares, amounting to approximately JPY5 billion.  

The Company has set a limit of JPY18 billion for the acquisition of treasury stock over the three years of the 
Mid-term Management Plan 2027. We are not considering any particular shareholder as the acquisition 
source at this time but will continue to consider this matter. 

In FY2025, the Company acquired approximately 1.21 million shares for approximately JPY6 billion.  

As a measure to utilize treasury stock after acquisition, the Company will consider using it for restricted stock 
compensation, M&As, etc. The Company will also consider retirement of treasury stock while also taking into 
consideration the status of its treasury stockholdings.  

We will continue to enhance shareholder returns through stable dividends and share buybacks. 

This concludes my explanation.  

The following materials are for reference only and are omitted from the explanation.  

Thank you for watching. 
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Question & Answer 

 

Moderator [M]: Okay, we will now move on to the question-and-answer session.  

Let me read your first question. 

Participant [Q]: What is the outlook for construction demand in the Chugoku region? In what specific areas 
do you expect to receive inquiries? Also, what are your thoughts on whether you will be able to pass on prices 
to clients in the face of rising construction costs? 

Shigeto [A]: Regarding construction demand in the Chugoku region, we believe that strong demand will 
continue over the next few years, especially for capital investment in the manufacturing industry to address 
aging infrastructure.  

In the Chugoku region, in particular, we have many factories with which we have had relationships for a long 
time, and we expect to continue to receive orders from electronic parts, semiconductor-related, and 
automobile-related factories. 

In addition, raw material and labor costs have remained high since the COVID-19 pandemic and are expected 
to rise further due to the situation in the Middle East. We negotiate with our customers to ensure that they 
fully understand this situation and that any increase is reflected in the cost of goods sold in an appropriate 
manner.  

This is the answer to the question. 

Moderator [M]: Thank you very much. Now, for the next question. 

Participant [Q]: What is the profitability of the work on hand and what is the outlook for the gross margin in 
the future?  

Shigeto [A]: Due in part to the favorable turnaround in the business environment, profitability at the time of 
order receipt improved significantly from FY2022 to FY2024 and will remain high for FY2026.  

In the urban area, the environment for orders continues to be favorable, especially for redevelopment 
projects, logistics warehouses, and data centers, and we will strengthen our sales and construction systems 
to increase orders. 

Moderator [M]: Thank you very much. Now, for the next question. 

Participant [Q]: Is there any difference in profitability between the metropolitan area and the Chugoku 
region? 

Shigeto [A]: Until a few years ago, competition for orders was severe, and profitability in urban areas was 
difficult. However, as we have expanded our business in urban areas and accumulated construction results, 
we have received many inquiries for large-scale projects, and profitability has rapidly improved. As a result, 
the level of our business is now on par with that of the Chugoku region.  

This is the answer to the question. 

Moderator [M]: Thank you very much. Now, for the next question. 
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Participant [Q]: The business environment continues to be favorable, and we would like to know how you 
plan to utilize cash in the future. 

Shigeto [A]: Of the JPY60 billion we are investing in growth, we are sequentially investing JPY30 billion to 
strengthen our business foundation by promoting DX and strengthening human capital.  

As for the JPY30 billion investment for business expansion, we invested about JPY1 billion in the equipment 
costs of the solar PPA business for private consumption in FY2025, and we will consider and promote the 
expansion of environment-related businesses, such as the storage battery business for the power grid. 

Still, naturally, we will continue to gather and study information on M&As and new businesses and will 
consider a wide range of investments that will lead to the growth of our group.  

This is the answer to the question. 

Moderator [M]: Thank you. Now, for the next question. 

Participant [Q]: Is there any reason other than prudent expectations for the operating margin to gradually 
decline from 11.5% in FY2025 to 11% in the FY2026 plan, 10.8% target for FY2027 after review, and 10% in 
FY2030? Is it a challenge in a new field, such as an SG&A expense that is an upfront cost that lowers the gross 
profit margin? 

Shigeto [A]: Yes. As you pointed out, I think that is indeed the reason the operating margin is conservative. 
However, this does not mean that there will be a decline in the form of challenges in new areas or upfront 
costs, as you have pointed out. We have an abundance of orders and carryovers, and this is the result of our 
careful judgment of how much we can increase our construction capacity to meet these orders and carryovers.  

This is the answer to the question. 

Moderator [M]: Thank you. Now, for the next question. 

Participant [Q]: Based on your targets for FY2030, an operating income of JPY30 billion and an ROE of 9% or 
more, I estimate that net assets as of FY2030 will be around JPY250 billion, assuming little increase from the 
current level. In other words, the next three-year mid-term plan assumes a total return of more than 100%, 
which is estimated to be funded by policy stocks and bond redemptions.  

As for the allocation of stock returns, I would very much like to see a higher weighting given to dividends than 
to share buybacks. How about a DOE of 5% or more? 

Shigeto [A]: The DOE rate was set based on comprehensive consideration of our performance to date and the 
business environment. We would like to consider raising the amount in the future while making a 
comprehensive assessment of the business environment and other factors.  

This is the answer to the question. 

Moderator [M]: Thank you. Now, for the next question. 

Participant [Q]: Your competitors, Kinden Corporation and Kandenko Co., Ltd., have seen a decline in their 
holdings by nearby power companies. What are your thoughts regarding The Chugoku Electric Power Co., 
Inc.'s holdings in your company? 

Shigeto [A]: As you mentioned, the Chugoku Electric Power shareholding is about 41%, but of course, this 
does not impair our independent business judgment, but rather it is a factor that supports our growth.  
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We deal with a wide range of customers, handling a diverse range of projects, including public works projects 
and facility construction for private companies. The business environment is not dependent on a specific 
parent company. 

On the other hand, the maintenance and improvement of electric power infrastructure can be managed more 
efficiently through collaboration between the Company and Chugoku Electric Power, which in turn benefits 
society as a whole. 

However, as you pointed out, we are fully aware of the movements of other electric power companies, and 
we will consider the optimal form of capital relationship with Chugoku Electric Power, taking into account 
changes in the business environment and confirming Chugoku Electric Power's intentions, which will 
contribute to the enhancement of corporate value.  

This is the answer to the question. 

Moderator [M]: Thank you. Now, for the next question. 

Participant [Q]: What are the factors behind the upward swing in operating income in the previous year's 
results? Also, please explain the factors that will cause the operating margin to decline in this fiscal year's plan. 
The plan for this fiscal year appears conservative, with continued good profitability at the time of order receipt, 
larger projects, and an increase in the percentage of construction in the percentage of completion method. 

Shigeto [A]: Yes. There are two main reasons why the operating margin for FY2026 is expected to be slightly 
lower than the previous year. The first point is that in FY2025, there was an additional construction project 
that was a special factor that boosted profits. In addition, the FY2026 forecast is because we have firmly 
factored in increased personnel expenses due to human capital investment, which will be a source of 
sustainable growth. 

Although we plan to lower the profit margin slightly, we believe that we will be able to steadily maintain and 
improve our real profitability, excluding these temporary factors and investments in growth for the future.  

This is the answer to the question. 

Moderator [M]: Yes, thank you very much. Now, for the next question. 

Participant [Q]: Considering the recent move to dissolve the parent-subsidiary listing, what are your thoughts 
on the future relationship with Chugoku Electric Power? 

Shigeto [A]: As I answered earlier in relation to the question, Chugoku Electric Power currently holds 
approximately 41% of the voting rights, but of course, our company makes independent business decisions 
and management decisions, and we are not under the control or direct direction of Chugoku Electric Power. 

In addition, we are involved in a wide range of facility construction projects, and we do business with a wide 
range of customers. Therefore, we do not have a business structure that is dependent on a specific parent 
company. 

On the other hand, as an advantage, we believe that in the field of maintenance and renewal of electric power 
infrastructure, the Company and Chugoku Electric Power are cooperating in efficient business operations, 
which results in benefits to society as a whole. 

In any case, we will consider the optimal form of capital relationship with Chugoku Electric Power, taking into 
account changes in the business environment and confirming Chugoku Electric Power's intentions, as well as 
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the movements of other electric power companies, which will also contribute to improving our corporate 
value.  

This is the answer to the question. 

Moderator [M]: Thank you very much. Now, for the next question. 

Participant [Q]: Considering the competitive situation, what is the background behind the improving 
profitability at the time of order? 

Shigeto [A]: This is a measure that we have been promoting in recent years. In addition to strict execution 
budget management, we will reduce costs through VECD at construction review meetings, obtain additional 
costs through early negotiation in response to construction schedule postponements, etc., and reduce 
negative costs through thorough quality control. As a result of these efforts to secure and expand profits, we 
believe that the profit margin is gradually improving. 

In construction, we are also striving to reduce costs by actively adopting construction methods that lead to 
greater efficiency, such as reducing the size of conduit lines, and by introducing new construction methods, 
such as advance construction, the use of prefabricated products, and the introduction of new construction 
methods. 

For procurement of materials, we are also working to reduce costs by centralized purchases, batch negotiation, 
and early arrangements. We believe that the synergistic effect of these various measures has led to an 
increase in the profit margin.  

This is the answer to the question. 

Moderator [M]: Yes, thank you. Now, for the next question. 

Participant [Q]: Profit growth appears low compared to sales growth. Please tell me what you are weighing 
in on cost increases. 

Shigeto [A]: Until a few years ago, competition for orders was severe, and profit margins were quite tight in 
urban areas, but in recent years, profit margins have improved. 

We have factored in the current difficult environment, such as increases in materials, equipment, and labor 
costs, which will lead to higher costs, and we believe that the increase in profits appears low in comparison 
to the increase in sales. 

In this area, as I mentioned earlier, we are actively working to reduce costs and improve efficiency, and we 
will continue to make efforts to increase profits as much as possible by aggressively promoting these measures.  

This is the answer to the question. 

Moderator [M]: Yes, thank you. So, this will be the next and last question. 

Participant [Q]: From the perspective of improving capital efficiency, it would appear that another increase 
in the dividend payout ratio like other electrical contracting companies would not be a problem. If there are 
scarce uses for the funds, such as mergers and acquisitions, please think in that direction. 

Shigeto [A]: Yes, thank you for your positive feedback. 
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As I explained earlier, we have adopted DOE as our dividend policy. The current DOE value has been set based 
on comprehensive consideration of our past performance, the business environment, etc. We will continue 
to positively consider this value considering future changes in the business environment, etc.  

This is the answer to the question. 

Moderator [M]: Thank you very much. 

That concludes the briefing on the financial results of CHUDENKO for FY2025. 

Shigeto [M]: Thank you very much. 

[END] 

______________ 
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SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS. THIS EVENT TRANSCRIPT IS 
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