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Company Motto Corporate Philosophy

Corporate mission

As a general egquipment engineenng company, we contribute to the development of society
through creating value added to everyday life and the business environment for cur customers.

it

Business mindset

. Be envirenmentally friendly while meeting strict quality standards.

% 1. Dbtain trust from customers and sharehelders and become the company of choice,

- Ba mindhul of people and promote a working environment that is safe and energatic,

2

3. Improva and anhancs lachnical capability in general,
4 :

a.

. Maintain a strong business foundation by securing orders and promoting efficient management,

Corporate guidelines

. Establizh trust with customers with one's whole heart, and always be aware of customer

satsfaction and results when taking action.

[

Magokoro

. Ba rasponsibie and proactive when working, and aim for speady decision makng and

accelerating business processas,

i
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Cautionary note regarding forward-looking
statements

This report describes the Chudenko Group's basic approach to its
business activities as a whole, as wel as results and other
information pertainng to fiscal 2022,
Period covered: Fiscal 2022 (April 1, 2022-March 31, 2023)
Mota: This includes some activities that took place
beyond the perod mentioned.
Scope: Chudenks Corporation and its Group companies

The forward-looking statements perlaning to earnings forecasts and
ofher matters in this report are based on infarmation available to and
certain assumptions judged reasonable by the Company at the time
of publication, and Include potential risks and unceralnties. As such,
actual aarnings and other outcomas may differ from tha contant of
fhis report dus to a variety of factors,
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Overview of Chudenko

As a general equipment engineering
company, we contribute to achieving
a sustainable society

Business domains

General Work Business

Maln customers: General confractors, manulaciunng nchestry, hotels, haspitals, schools, public agencies, eto.

This sagment is responsible for the design, conatruction, and
mantenance of various kinds of electrical equipment, Wie also
focus on erdronmaental work such as renewable energy, aiming
to pravida optimal electrical equipment that achieves even
greater comfort while conserving more energy.

Air-Conditioning Piping Work 21 -1 %

This segment is responsible for the design, construction and
maintenance of air-condiianing, plumbing, firefighting, and
ather equipment. We also actively propose ranawal plans that
utllize the iatest energy-consening systems fo provide
customers with comfortable and efficient business eniranments.

Information Communication
Equipment Work 5.20/0

This segrmant is responsibla for general wark ralated 10 tha
aophisticated information and communication systems that are
easential 1o modern society, We use advanced technalogy 1o
meet the needs of our customers, which Includes “creating a
riches Buing envirenment” and “ensurng the safsty and security
of communitias.”

Business network

Indoor Electrical Work 48.3 % Breakdown of

net sales [parent)

Wea continue to develop our business in the five prefecturas of the Chugolku region, in urban areas such as Tokyo, Osaka, and Magoya
urban areas, as well as overseas.

QOverseas Domestic

6 7 Tokyo Headgquarters
offices, L

Malaysia

Magoya P
\ | = with the core consisting of Ela:ch Yokohama Branch
CHUDENKO (Malaysia) Sdn. Bhd. nine branch companies
. e in the Chugoku region .
\ . . Osaka
- P Headquarters
® RYB Engineering »

(Singapore) =

Indonesia 'Kyushu Branch

Chinawa Branch
-
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Electric Power Business

Main customers: Chugoku Electric Power Transmission & Distrioution Compary, Incorporated

Distribution Line Work 20 .4%

This sagrment is respansible Tor new installations of overhead
distribution lines, replacement of alectricity poles and other work.
‘We deliver a stable supply of electricity to our customers by
combining highty rekable construction techniques with advanced
tachnalogy. In the avant of a natural disaster, we move swillly o tha
site of tha incident to take on the task of restoring lifelnes.

Underground Power Line Work for
Power Transmission and Distribution 5. 0°/o

This sagment is respanaible for the design, construction, and
maintenance of equipment for pawer transmissian and distribution
and for underground power lines as well as for special high-voltage
pawer-racening aguipmant for private use. Based on more than
50 years of business experience and our extensive perfarmance
record, we suppart the stable supply of electricity.

Net sales by region

In accordance with our medium-term management plan, Consolidated net sales 5 2092
while further strengthening our business base in the {licre ol yer)
Chugoku region, we will move forward to establish LG gesal /- Suaiabag on 1 5% > 31 %
percentage of net sales

structuras to tap urban areas where we expect demand.

MNet sales in the Chugoku region have been in the
range of ¥130.0 billion to ¥140.0 bilion in recent years, 1844 1806 1,890
and net sales in urban areas are on the rise. Net sales in
urban areas and overseas in fiscal 2022 exceeded the

Urban area /

previous fiscal year, demonstrating steady results. overseds—
Going forward we will continue to strengthen our

foundation in the Chugoku region while seeking to Chugoku

expand our business in urban areas, region—

2018 2019 2020 2021 2022

)
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The History of Chudenko

Over a history of more than 75 years,
we have achieved growth as a general
equipment engineering company by
repeatedly transforming ourselves

1944 Company is established
At the order of the Ministry of Munitions, 12
companies mvoled in electrical work and located
mainly in 1he five prefectures of the Chugoku region
were integrated into a single alect

company with capital of ¥1.5 milion. This campany,
namad Chugoku Electrical Work Co., Lid,, was
estabished at 33 Komachi, Hiroshima City

Cersmony to launch the businass

1054 High-spesd sconcemic growth
(Mt sales over tima)

1944 1950 1960

1864 Tokye Olmpics

1973 Oi shock

1970 1980

FY 2024 target for
consolidated net sales target:

¥210.0..

2020 COMID-19 pandamic

1895 Great Hanshin-Awaj c;) mg I
Earthauake CHUDERKD

18991 Bursting of the economic bubbile

FY 2022 nons

¥189.0..

idated net sales:

Changed corporate emblam and fag (2004)

2011 Great Esst Japan Earthquake

2008 Lehman Brothers bankruptoy

Head office relocates 1o 6-12, Koamicho,
Naka-ka Hiroshima Clry (1996)

Cesstracted a new ZEB-compkant buiking
fer he Chkayama Supervisng Branch [201%)

1990 2000 2010 2020 0

Timeline

1944 Chugoku Blectrical Wark Co., Lid. 13 estanlshed
1948 Listed on Hroshima Stock Exchange Canter) is opened

1950 Taokyo Office fnow Tokyo Headquarters) is opened 1968 Listed on the 2rad Saction of the Osaka Stock
19856 Successfully develops construction method using Exchangs

1960 Techrician Training Center (raw the Traning

wirtyl-sheathed viryk-insulated flal cable (WF)

1970 Lisled on the Second Saction of the Takyo

1972 Listed on the First Section af the Tokyo
Stock Exchange / First Section of the
Osaba Stock Exchanga

1980 Compary motto “Magokono” established

2000 Obtained IS0 8001 certilication
2001 Corparate Philosophy estabished
2002 Obtained IS0 8001 cerification

1990 Compary name changed to Chudenko
Corporation

1990 tMarathon Team {now the Chudenka Running
Team) is established

2004 Changed corporate amblem and flag

2008 Exhibited at the Japan Bectical Construction
Association (JECA) Fair for tha first time

2015 Opened practical safety training facility

1996 Head office ralocatss te

2, Koarniche,

Stock Exchange Maka-kou Hiroshima Ci

ent location)

2022 Maved 1o Takyo Stock Exchange Prime
Market

28 Our strength is our high level of technical capability

We use the tachnical expertise accumulated over more than half a century since the founding of the company to respond 1o a wide range
of needs. Going forward, we will continue to gain the trust of customers with our quality and a high level of technical capability that keeps
up with the changing times, seaking to maintain our position as a company of choica.

EI™™ Expanding the business through M&As and establishing
overseas subsidiaries

As a forward-looking invesiment in sustainable growth, we are proceeding to establish structures in urban areas, expand the business,
and pursue M&As. These varied measures have made a significant contribution to consolidated performance, and gaing farward we will

1963
WorldSkills gold medal award
parade

Dwblin, Ireland, Kazunori Kawai
represantad Japan in the Elaclrical
Installations event, winning the gold medal,
Photo: Soere of the wokonmss parace in Hiroshima)
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1979
Chudenko wins large order for
refinery in Saudi Arabia

In 1966, the company won its first overseas
business in the shape of an order for
electrical aquipmeant wark in South Korea. IL
subsequently received orders in Pakistan,
the Philippines, and Saudi Arabia, with its
young and talented engineers making

13

Lo thase countries.
Saudi Argnia)

5ig it contribution
[Phata: Rryadh Retinery b

1998
“Multi-functional vehicle for
distribution lines” wins

Shibusawa Prize

e

The company has won the Japan Electric
Assoclation's prestiglous Shibusawa Prize a
tatal of 19 times batwean itz first such win

in 1956, and 2021. This prize is awarded to
organizations for outstanding performance
in the fleld of electrical safaty.

continue to invest actively for growth with the aim of ensuring the further development of the Group.

2010
CHUDENKO (Malaysia)
Sdn. Bhd. established

2016
Sugiyamakankousetsubi
Co., Ltd. and
Hayamizudenki Co., Ltd.

Group

2017
RYB Engineering Pte. Ltd.
becomes part of Group

2020
Showa Corporation
becomes part of Group

Our first overseas subsidiary
{Group company) was
established in the Malaysian
capital of Kuala Lumpur.
{Photo: UOA BANGEAR Building
whers the subsidiary is located)

With the objective of expanding
work and extending services In
the Takyo Metropalitan region
and the Kyoto, Osaka, and Kobe
area, we welcomed to the Group
two electrical work companies
with a high degres of expertise
and technical capabidifies
{Top: Sugvamakankousetsubi Co.,
Ltd; Battom: Hayamizudenii Go., Ltd.)

Aiming 1o expand the business in
Southeast Asia, wa exacuted our
firat overseas M&A 1o add
Singaporean electrical work
comparny RYB Engineering Pte.
Ltd. to the Group.

With the focus on providing high
value-added services by
cooparaling ard complamesnting
with regard to our marketing
activities, etc. in urban areas and
by working together with our
Alr-Conditioning Piping Wark
business, we made Showa
Corporation part of the
Chudenke Group.

CHUDENKOQ Report 2023
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Financial and Non-financial Highlights

Financial (consolidated)

Net sales

189.0

Operating profit / Operating margin

8.3 4.4~

Profit attributable to owners of parent /

'3-4%

Net sakea (Bilkons of yen)
1844 '8 189.0

168.8
153.3

W Cpseating profit Eilions of yery)

=@k Opsrating margin (%} 104
2.4
a3
6.4
4'9 B 55
4.2

2018 2019 2020 2021 2022

Farent nat sales declined ¥4.7 bilion dua in
part to a decrease in Information
Communication Equipment Woark, while net
saks at consolidated subsidiaries increased
by ¥3.1 billion, resulting in consolidated net
sales faling ¥1.6 bilion [-0.9%) year on year
to ¥189.0 billion.

2018 209 2020 2021 2022

Operating profit decreased by ¥2.0 bilkon
{-19.8%:) 1o ¥8.3 billon as gross profit
declined in response to a fall in sales and
lower construction profitability, despite
rigorous efforts to control costs. The
operating margin was 4.4%.

-6.9
ibutabile to owners of parant Bilions of yen)

a.1

69
2ma 209 2020 2021 2022

Profit atiributablz to owners of parent
recorded a net loss of ¥6.9 bilion, a decrease
of ¥13.5 bilion year on year, dua (o the
booking of aguity-method investment losses
related to overseas business nvestments.
ROE* fell by 6.5 points to -3.4% due to the
racording of tha nat loss.

ROE: Return on sgquity

Total assets / ROA

272.5 -2.5%

Net assets / Equity ratio

202.0 73.2%

Free cash flow

11.0

W Total assets (Bilions of ven, =@ ROA %)

2871 2740 2765 2797 2725

-2.5

2018 2019 2020 2021 2022

Taolal assels decreasad by ¥7.2 bilion year on
yaar to ¥272.5 hilion. ROA" fall by 4.9 points
to -2.5% due fo a decrease in net profit,

* ROW: Retum on Assels

CHUDENKO Report 2023

W net assets (Billons of ven) =@ Equity ratio (%)

180 5ypp 2187 2163

2018 208 2020 2021 2022

Mat assels dacraasad by ¥14.2 billon yaar an
year due to tha recording of the net loss, a
decline in retained eamings caused by the
distribution of the dividends from surplus, and
the acquisition of reasury slock, amang
other factors,

Fres cash flaw ([Bilions of yen)
15.4
11.0

2018 2018 2020 2021 2022

Met cash provided by oparatng actvities was
¥6.1 billion and provided by nvesting
activities was ¥4.8 billion, resulting in free
cash flow of ¥11.0 billion.

* Free Gash fow = Nel cash lrom operal
from nvesting activities

Non-Financial (parent)

Capital expenditures / Depreciation

5.1 2.9

No. of regular hires / Ratio of female hires

116 7.8

Percentage of management roles
occupied by women

3.5%

W Capital expenditures (Silions of yer)
Depraciation {Bilkons of yan) 5.1

2.9 2.8 2.8 2.9

2018 2019 2020 2021 2022

Capital expenditures increased from the
previous fiscal year by ¥2.6 billion (103,9%:)
to ¥5.1 hilion, due to the improvement and
expansion of the workplaca for the purposa
of enhancing the workplace enviranment,
ensuring safety, and improving general
technical capabilities, and the updating of
toals, as well as the acquisition of solar
power genaralion facilities associated with
the promotion of seff-consumption-type solar
power purchase agreements (PPA] business,
amaong other factars.

M Mo of regular hires
== Ratio of femala hires (%)

133 138 135
18
) ]
() 9.4 .
B4 ;
7.4
i
45

2018 2018 2020 2021 2022

We are focused on securing and nurturing
the next generation of engineers. In addition,
we are working 1o increase hirings of famale
employass,

2018 2019 2020 2021 2022

We have formulated an action plan for
creating a workplace environment where
bath men and women can fully utilize ther
individual talents and abilities, We activaly
recniit women and endeavor to place them in
positions at the level of superdsor or higher,
as part of our afforts 1o support the caraar
advancemant of women,

Dividend / Dividend payout ratio

104 —

Percentage of employees with disabilities

2.7

R it for retired !
Number of re-employments

85.7% 170

W Oivicend jyen) =@ Dividend payout ratic (%)

104 104 104

1207

T2

2018 2019 2020 2021 2022

In arder to maintain stable and sustainable
dividend payments, we have adopted the
dividend on equity (DOE) approach to
dividends. In fiscal 2022, our policy was fo
aim for a DOE of around 2.7%. A dividend of
¥104 was actually paid.

Please note that we have not provided
inteemation on the dividand payoul ratio in this
statement due to the recording of a net loss,

o@r Percentage of with dizabiities (%)
++=eee Statutory employment rata {%)
L J 2.71

== Re-emplayment for retired empk (%)
W tumber of re-employments

373

208 209 2020 2021 2022

In arder to promates the creation of an
environment where diverse talents can thrive,
regardless of someone having a disability, we
are making activa efforts to employ
individuals with disabiliies in collaboration
with our subsidiary, Berryne Co. Ltd., which
has been certified as a special subsidiary,

2018 2019 2020 2021 2022

For amployess who remain aager 1o work at
Chudenko after retinng, we have established
a re-employment system that enables a
variaty of work styles to suit the work-life
balance of differant individuals, and enablas
them to continue to use the knowledge and
skills they have accumulated over many years
In our cperations.

CHUDENKOQ Report 2023
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Message From the President

We will take on the challenge of “Change &
Growth” and contribute to a sustainable society
through our business activities.

Medium-term Strategy

Takafumi Shigeto

Representative Director and President

From the view of the top management, how
would you evaluate the company's
performance in fiscal 20227

The business environment in fiscal 2022 saw resilient
public investment and signs of recovery in private capital
investment. However, conditions were exiremely
challenging due to factors such as the prolonged Ukraine
situation, exchange rale fluctuations, and soaring energy
and raw material prices.

Under these circumstances, the Group has been
taking various measures, such as strengthening our
foundation in the Chugoku region, expanding business in

CHUDENKO Report 2023

urban areas, and promoting operational reforms, in
accordance with the Medium-Term Management Plan
2024, However, the results for fiscal 2022 saw the first
decrease in 11 years in sales and the first in four years in
operating profit, on a consolidated basis.

MNet sales increased at our consolidated subsidianies, but
a significant decling in net sales from the parent operations
resulted in a decrease in total sales to ¥189.0 bilion, a ¥1.6
bilion decrease compared to the previous year,

Operating profit, despite rigorous efforts to control
costs, decreased by ¥2.0 bilion to ¥8.3 bilion compared
to the previous year, primarily due to the fall in sales and
lower profitability in construction projects,

Profit attibutable to owners of parent also decreased by
%¥13.5 bilion compared to the previous year, resulting in a net
logs of ¥6.9 bilion for fiscal 2022, mainly due to a significant
decling in profitabiity in overseas business investments,
leading to equity-method losses being recognized.

In summary, fiscal 2022, which was the second year of
the Medium-Term Management Plan 2024, fall short of

both the pravious year's results and the initial plan in

terms of net sales and operating profit, resulting in a very
serious challenge.

On the other hand, there are promising signs for fiscal
2023, Our parent order backlog significantly exceeds the
pravious year, and tha carryover balance at the end of
fiscal 2022 represents a record high, which we believe will
contribute to an improvement in future results.

FY2022 performance: income statement (consolidated) iBilions of yari
Net sales 190.6 189.0 | 99y,
Cost of Sales 164.4 165.0 100-
Gross profit (12.8%) 26.2 | (127%) 23.9 -2.2 9l

it s OB 136 L0
Operatngproft ss9 104 |wew 83 | | -20|
Ordinary profit (6.3%) 11.9 | (1.0%) -1.9 -13.8 —
Profit attributatle to owners of parent company | (3.5%) 6.6 | (-3.7%) -6.9 -13.5 —

* Figures in () are prolit marging

FY2022 Results: breakdown of year-on-year change in net sales (consolidated) -

Breakdown of year-on-year change in net sales (-¥1.6 billion)

Chudenko parent (-¥4.7 billion)

Consolidated subsidiaries (+¥3.1 billion)

= TniammaRan RS Fo | o ”
: Ar-Gondfioning | 7 QL L Chugoi ragion Urban area Crersaas
noce Elsctrical frbrer b?ﬂﬂr«'—ﬂm Distrbutic) Line LreixPower | Cuoiierm | subektance ) | subsidiares t

40.1

5.6
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Message From the President

Medium-Term Management Plan 2024 See page 15

“Change &
Growth”

Consolidated net sales:
¥2 1 0 = O billion

Consolidated operating profit:

style refarms
¥1 2 . 0 billion 4) Improving quality

(Oparating margin of 5.7%)

1) Expanding orders and strengthening
construction systems

2) Securing and expanding profits, and
improving competitiveness

3) Enhancing human resources
development and promoting work

5) Expanding the business by invasting
for growth (M&A, equity stakes, etc.)

Please provide an update on the status of the

medium-term business plan.

First, with regard to expanding orders and strengthening
construction systems, we have been working on
expanding our orders based on initiatives such as
increasing renewal projects through enhanced proposed
sales and strengthening our relationships with local
general contractors.

Fiscal 2022 presented a challenging financial siluation,
however, as mentioned earlier, our parent order backlog
significantly exceeds the previous year, reaching ¥116.7
billion. Additionally, the carryover balance for the next
period is also at an all-time high of ¥116,0 billion. We
believe that the efforts made to strengthen our sales and
construction systems have been effective in improving our
future results performancs.

Second, with regard to securing and expanding
profits, and improving competitiveness, we have been
particularly focused on securing and expanding profits for
large-scale projects. We have worked on cost control,
including strengthening pre-order review meetings.
Additionally, we are striving to improve profit margins
through the acquisition of medium-sized projects and
additional work orders.

Third, with regard to enhancing human resource
development and promoting work style reforms, we are
working on human resource acquisition and development
at the group level. Also, we are promoting operational
reforms and advancing digital transformation (DX) to
improve productivity whila actively engaging in work styla
reforms. Furthermore, we are also focused on enhancing
employee engagement.

CHUDENKO Report 2023

Fourth, with regard to improving quality, we are not anly
focused on the conclusion of constructed facilities but also
enhancing checking functions at every stage of the
construction process. We are committed to ensuring customer
salisfaction in all phases of the construction process.

Fifth, with regard to expanding the business by
investing for growth investments, we are considering and
implementing investments in areas such as M&A and
renewable energy.

In our efforts towards decarbonization, we are
progressing with the installation of sclar power generation
facilities at our own company buildings, with construction
already underway at a total of 49 locations, Additionally,
as part of our support for decarixonization among our
customers, we are promoting environmental-related
businesses such as self-consumption-type solar power
PPA businass and zerc-snargy building (ZEB) initiatives.

Regarding the PPA business for fiscal 2022, we
secured a total of 59 projects, including at 41 stores
operated by Halows Co., Ltd., based in Fukuyama City,
Hiroshima Prefecture. As for the ZEB {Zero Energy
Building) projects, we concluded agreements for seven
projects. Additionally, in March 2023, we acquired four
aperational solar power plants (secondary projects).

As mentioned above, in the second year of our
Medium-Term Management Plan 2024, which was fiscal
2022, we implemented various measuras despite the
challenging business environment.

In fiscal 2023, we will continue to work together as a
group and diligently pursue the initiatives outlined in the
medium-term management plan. Wa are fully committed
to achieving our goals,

FY2023 earnings forecasts (income statement, consolidated)

{Buons of yen)

Consolidated performance FY2023
Net sales 189.0 205.0 159 108
Operating profit (4.4%) 8.3 | 5.1%) 10.5 21 126w
Ordlinary profit (-1.0%) -1.9 | (5.8%) 12.1 140 —

Pt e e | arhy 65 [ - I gl _

* Figuras in | } are profit margine

Towards Long-Term Growth

Please discuss your thoughts as president on
Chudenko's long-term outlook and efforts
towards sustainable growth.

For some time, the Group has been engaged in various
initiatives such as reducing our impact on the
envircnmental, making contributions to society, and
promoting women's empowearment. In recent years, we
have felt that it is important to turn a steady profit while
giving even more consideration to ESG issues, and
achieving an even higher level of sustainable growth,

In our Medium-Term Management Plan 2024, we
have posilioned ESG initiatives as the foundation of our
business operations and key strategies. In order to gain
the understanding of our stakeholders for our
commitment to continue contributing to a sustainable
society, we established the CGHUDENKO Group
Fundamental Sustainability Policy in October 2022,

The Group has been striving for sustainable growth
and addressing social issues through the implementation
of various Initiatives outlined in our medium-term
management plan. The CHUDENKO Group Fundamental
Sustainability Policy has been established as a guideline
to further evolve and expand these efforts, As the
Chudenke Group, with the trust of the community as its
basis, we run a sound business with reliable technology
and guality. By doing so, it will take on the challenge of
resolving the various issues that socisty faces, with the
aim of sustainable growth for the Group, while also
contributing to the realization of a sustainable society.

In addition, in October 2022, the Group introduced the
CHUDENKO Group 2030 Vision. In recent years, there
has been a heightened focus on achieving Sustainable

Development Goals (SDGs) and transitioning towards a
decarbonized socisty. Beyond enhancing business
performance, we recognize the need lo act socially
responsible as a company, including making efforts
related to environmental protection and investment in
human capital. In this context, the Group will work
together with the aim of sharing our vision of what we
want to be as a company and working as a unified group,
in order to contribute to the realization of a sustainable

sociaty through our business activities,
We view the changing social landscape surrounding
the Group as an opportunity to grow through

CHUDENKO Report 2023



Message From the President

transformation, and have adopted "Change & Growth” as
our guiding concept.

The Vision of what we want to be as a company
includes: 1) Achieving sustainable growth while
contributing to the realization of a sustainable society, 2)
Ensuring all workers are proud and happy to take on the
challenge of making reforms, and 3) Responding to
society's diverse needs with advanced technology and
high quality.

To realize thase goals, the Group will work together as
one to enhance competitiveness and profitability, improve

Medium- and long-term targets for
carbon neutrality

Subject

(o187 Chudenko parent Reduced by 46%
emissions Scopel &2 2030 or above from
(Emissions from fiscal 2013 level

employee engagement and human resource development,
and improve technelogy and product guality.

Furthermore, to achieve our 2030 targets, which include
“¥250.0 bilion in net sales,” "¥17.0 billion in operating
profit," “ROE of 5.0% or more,” "CO2 reduction of 46% or
more towards carbon neutrality (compared to fiscal 2013),”
and “creating an environment that supports diverse
personnel to play active roles and diverse ways of
working” on a consolidated basis, | will exercise leadership
as president and lead the way for our group employees.

CHUDENKO Group 2030 Vision

Mumerical targets
Consolidated net sales: ¥2 5 0 . 0 billion

Gonsolidated operating profit: ¥ 1 7 : 0 billion

business sites
and company Carbaon neutral
vehiclas) 2080

[(a] ing margin of 6.8%)

ROE: 5 - 0% or more

Foundation of Management

Please discuss the “Sustainability Promotion
Committee” established in April 2023.

The Sustainability Promotion Committee was established
by strengthening and expanding the Sustainability
Promotion Team formed in July 2022 to address
sustainability-related issues. | serve as the chairman of
this committee, which is tasked with examining
sustainability-related challenges.

As | mentioned earlier, it is essential for the Group to
continue to achieve sustainable growth and contribute to
the realization of a sustainable society by accurately
responding to changes in the business environment and
continuously taking on the challenge of transformation.

In preparation for the development of the next
medium-term management plan following Medium-Term
Management Plan 2024, the Group has studied the
challenges connected with the management structural
reforms to ensure the sustainable generation of profits
and continued growth. We discussed and further studied
goals, concepts (vision), strategies, tactics, and
achievemnent plans/management plans (roadmaps) aimed
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at resolving or realizing each challenge. \We will present
finalized plans to the Management Policy Council and
proceed with their execution.

In my view, the purpose of the management structural
reforms is to ensure the continued existence of the Group
(sustainability in a broad sense) in an increasingly
challenging business environment.

Within the committes, we have identified urgent and
specific categories of important challenges: 1) Human
resource development, 2) Business and organizational
retorm, and 3) Environmental responsibility. We will

Important challenges for the Sustainability
Promotion Committee

i
Human
resource

address each of these challenges, monitor progress, and
produce outcomes that can be put into action.

An important aspect is to change the way we work
and to advance the “visualization" and “articulation” of all
waork., While deepening communication with employees, |
will exercise leadership while engaging in these activities.

What is your assessment of the current status
of governance and its future challenges.

Qur company transitioned to a company with an Audit and
Supervisory Committee following the 107th Ordinary
General Meeting of Shareholders.

One of the purposes of transilioning (o a company with
an Audit and Supervisory Committee is to transfer
axacutive authority from the Board of Directors to tha
Directors themselves, enabling swift decision-making and
execution of business.

A message to all stakeholders

Another objective is that Directors who comprise the
membership of the Audit and Supervisory Committes have
voting rights on the Beoard of Directors, allowing them to
participate in decision-making. This is expacted to
strengthen company oversight functions and further
enhance corporate governance.

In order for the Group to continue growing in an
increasingly challenging business environment, we will take
advantage of business opportunities, make rapid
decisions, and execute operations effectively. We will also
strive to better understand our customers' needs and
leverage them in our business activities to a greater extent
than before, aiming to gain trust and ensure profitability.

Furthermaore, with the transition to a compary with an
Audit and Supervisory Committee, a majority of the Directors
have become Outside Directors (7 out of 11 Directors),
which we expect will result in enhanced discussions within
tha Board of Directors and greater transparency.

Finally, could you give a message to our
shareholders and investors?

We anticipate that the business environmeant will remain
challenging in the fulure. However, we are committed
to achieving the Medium-Term Management Plan 2024
and building upon it to realize the CHUDENKO Group
2030 Vision.

Since assuming the role of president in Juns last year,
| have emphasized to our employees the importance of
“ability to change onesell” to adapt to a changing world. |
firmly believe that responding effectively to social changes
and embracing “Change & Growth” will lead to the
sustainable growth of the Group.

To meat the expectations of all stakeholdars, | will
strive to further develop our company together with
our employees.

To our stakeholders, we kindly ask for your continued
support and encouragement.

September 2023

Takafumi Shigeto
Representative Director and President
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Medium-Term Management Plan

Progress of medium-term
management plan

Attainment vs. numerical targets

. Consclidated 1 89.0 205-0 _21 0-0

3. Enhancing human resources development and promoting work style reforms

N Parent

N Net sales
A
(Bifians af yen) » 1 2.0
Operating profit >
(Bilians of yan)

5.7%
163.5
* % rapresants operaling profit FY2022 Results FY2023 Forecast FY2024 Target

an sonsolidated sales

Status of capital policy

Investment for sustainable growth

@ Irvast Y40 bilkon for suslainabls growth, including businass FY20X results
expansion and securing and nurturng human resources I orelet ta discever naw investmant and partnesship oppartunitias,
. cooguirz krowledge and axpertise related o irvestmants, and find ways
arata new profits, we invested in the JAFCO BT Seres in
b 2022
LI March 2023, we acquired four operational solar power plants,

Shareholder returns

#® Focus on paying sustainable and stable dividends, targeting FY20E results
DOE (conzolidated dividand on equity} of 2.7% Lol £,93%
‘& Comprehenshily review the business environment, etc. and ’ E per share: ¥104

of reasury shares to be purchased: 390,000 shares
fion price: ¥0.8 billion)

implement share buybacks as necessary

Status of core measures

1. Expanding orders and strengthening construction systems

@ Strengthening sales 1o expand orders FY2022 results

® Strengthen and enhance ow design capability through the use of Consolidated net sales were ¥180.0 billion, short of the initial target of
analysiz of actual data and BIM, atc. ’ ¥196.0 billon, desplte Implementing vanous measures such as

@ Strengthen and enhancing construction system strengthening our foundation in the Chugoku region, expanding

® Cooperating more closely with group companies businesses in urban areas, and promoting oparational reforms.

2. Securing and expanding profits, and improving competitiveness

FY2022 results
afficsancy Despita rigc?r{:us affarts to mnll.u! cost, oansnlidaigl.i oparating pm‘i[.
b was ¥B.3 bilkon, kess than the initial target of ¥10 billion, due to a fall in

@ Cost reductions imvalving cooperation balween tha company as a PR o H
whele and group companies net szIa; and rat.iuoed profitatdity in construction projects compared to
the previous period.

® Improving productivity through the promoticn of DX

® Lsing equalization and frontloading of work to raise construction

CHUDENKO Report 2023

® Murturing human resources with the sim of strengthening FY2022 results
eonstruction managarmant As part of our affarls ta Is] ear i we
@ Secunng and nurturing engineerstechnicians across the Group as ’ instituted group education, e-learning and smartphone-based
& whaole education and support, to expand the number of qualified personnel,
® Continuing to practice work style reforms, and forming fulfilling Also, we established a career path for construction management
workplacas positions in the construction division and developed systems 1o

pramote career development and earty fraining of young employess.
Wie will continue to work on reenginesring business processes and
promoting digital fransformation (DX) to address workstyle reforms, in
arder to improva productivity and enhance employas engagament.

4. Improving quality

® Reliable contributions 1o the stable supply of elacinc power FY2022 results
® Increase customer satisfaction W have not enly Improvad the firesh of constructed facilities but also
’ enhanced guality testing functions thrausghout the construction
process, in an effort to improve product quality to meet customer
satlsfaction expectations. Additionally, based on our rapld resganse to
disasters and other actions, we have contributed Lo the stability of tha
supply of electricity.

5. Expanding the business by investing for growth (M&A, equity stakes, etc.)

FY2022 results

The PPA business and conversion to ZEB were actively marketed 1o
customers, rasulting in the winnirg of 53 PPA contracts and seven ZEB
contracts. Aleo, we are prograssing with the nstallation of sclar power
generation faciliies far seff-consumption an our own company
buildings, with operations scheduled 1o commence at a total of 49
locations by the end of fiscal 2023,

@ Decarbonizing cur own company
@ Pramating environmental b 1o support decarbonization ’

® Promation of MEA with tha aim of strengthening construction syslams
@ Promoting technical research and development

Comment from a General Manager

Toward the Medium-Term Management Plan 2024
and the CHUDENKO Group 2030 Vision

The financial results for fiscal 2022 proved to be extremely challenging due to factors such as delays in
planned projact timelines and a surge in material prices, resulting In a decrease in both net sales and
operating profit, along with significant losses recorded in overseas business investments,

For fiscal 2023, we are carmying forward a historically high accumulated amount of ¥116.0 billion fan

increase of ¥18.5 bilion versus the previous year} in projected sales, accounting for over 70% of the
parent net sales lorecast. We must continue to exaecute varous initiatives aimed at securing and
expanding profits that have been in progress since the previous year to ensure that wea retumn to the
trajectory of achieving the Medium-Term Management Plan 2024,
2 i The consolidated net sales foracest of ¥205,0 billlon for this fiscal year is the first time above
H Idea kl Oba ¥200.0 billion since 1984, a span of 28 years. With the 80th annivarsary of our company ahead in
fiscal 2024, we consider this as an impetus toward achieving the CHUDENKO Group 2030 Vision
formulated last year.

The CHUDENKO Group 2030 Vision is a commitment to recognize that it is essential we continua to
take on the challenge to transform oursehves to achieve sustainable growth In a rapidly evolving society

General Manager,
Planning Division

LComorale Flanning markad by decarbonization, the promation of digital transtarmalion (DX, and the expansion of divarsity,
l: mm::msa it iz a shared initative aimed at contributing to the realization of a sustainable society by achieving
Promation Departmant growlh as a group and practicing this commilmen! hrough people, technology, and qualily.
Planning I Bumness Creation Our work in facilities and infrastructure is truly centered around "people” who play the leading rola.
Divisian | Department Cur goal is 1o bacama a corporate group that sustains growth by actively challanging transformation
m’r:::t‘mhm with enthusiasm, pride, and joy. as individuals work towards the group’s image envisioned in the
M Aecocring Denanmait] ED-é__m parmant CHUDENKD Group 2030 Vision and a sustainable sociaty.

Indorrnation Syslems
b
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Overview of Business

Overview of Fiscal 2022

FY2022 performance (orders received / net sales by division)

Orders received

v167.7

[ Indoor Electrical Work

Net sales

bn. B v148.2:n

"84.8 bn. ¥?1 .5 bn.

[ Indoor Electrical Work

[ Air-Conditioning Piping Work 929 .3 .., @ Air-Conditioning Piping Work 31.3 ..

B Information Communica
Equipment Work

[ Distribution Line Work

[ Underground Power Line

Work for Power Transmission

and Distribution

Comments from General

I [ Information Communication
u1 2 7 bn. Equipment Work

'*'30'.31 [ Distribution Line Work
v10.5cn. [0 Underground Power Line

Work for Power Transmission
and Distribution

\"7.7 bn
'&'30-1 b,
!7 4 b,

Managers

Jitsuo Taniguchi
General Manager,
Engineering Division

cal Engrasenng
riment
Ar-Condricning Pipng
Erginserng Depariment

rformabian Communicaon |
E Dapartmant
Engrneering Flanning
Department
L Equpment Pant
ring Safely &
Department
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Working together as one toward achieving our goals

The Engineering Division oversees general construction work (indocr electrical work, air-conditioning
piping work, and information communication work). In addition to improving safety and quality and
enhancing business performance, all employees work together on a daily basis to reform werk style and
addrass the mauntain of issues we face, with compliance as the lop priority.

The business environment continues o be characterized by intense competition for orders, rising
labor costs dus 1o labor shortages, higher material sulting from the ongaing situatian in Ukr
and delays in deliveries and the production process, Given this situation, we are working on early
malerial and equipment procuremant, labor aqualization through front-loadng, and pre-processing of
equipment parts and purchasing materals in advance and supplying them to our business partners in
casa delivery delays or material price hikes ware anticipated.

Also, we will maintain daily communication with the on-sife representatives at each location,
promptly identify and address various issues, and faciitate sharing betwean company branches and the
headaguarters, In doing 50, we aim to control the fall in samings.

‘We remain committed to weorking together as the Engineering Division on the priori “Change &
Growth” and the imporant issuss of “Strengthening sales and construction systems, and axpanding profits”
and "Promoting 0¥ and decarbonization,” as outined in the Medium-Term Management Plan 2024,

We will consalidate and laterally deploy the wisdam and best practices of all employees, and
thoroughty implement careful management at each and every job site. Our aim is to achieve the goals
outlined in the Madum-Term Management Plan 2024, Looking the market, we conlinua 1o recaive
inquiries as there are redevelopment and logistics-related projects in Tokyo, as well as hotel and
logistics-related projects in tha Kansal and Nagoya areas.

Ml of us in the Engineering Division will continue to work together to strengthen our foundation in the
Chugoku region and strenathen and expand our business in urban areas as we strive to achleve the
goals of Medum-Term Management Plan 2024,

51

Seiji Kawakami
General Manager,
Electricity Division

Shuji Maehara

Distritnution Degpsartment

Dilrioution Salaty &
Department

Distribution Department

General Manager,

Sales Division
Salas Flanning
Diepartrment

[ Bales | —

| il l—-—[ Digpartment |

Sclution Sales
Department

Diesign Depariment

Supporting lifelines with high quality and advanced
technology to contribute to local communities

The Electricity Division primarity undertakes the construction of new power facilities and
Inspection/maintanance work contracted from Chugoku Electric Power Transmission & Distribution
Company, Additionally, in the evant of a natural disaster (such as typhaon, heavy rainfall, heavy snowfall
or earthouake), we promptly dispatch teams te the affected area to restore essentlal mfrastructure,
tharaby taking on lhe responsibility of ensuring a stable power supply. We strive o eam | h
residents through construction work that abways puts safaty and quality first and that also is responsiva
1o anvironmental o ns.

The construction contracted from the Chugoku Electric Power Transmission & Distribution
Company, Incorporated ks expected to progress steadlly, primardy focused on equipmant maintenance
and measures against aging. in response io the "Revenue Cap System” that mandates planned
aquipment upgrades for genaral alectricity distribution companies, starting from fiscal 2022, To meet this
expactation, we are focused on the early development of construction managers and enhanced training
of special high-voltage cable connection enginears. We are also werking on strengthening our
construction system capabilities, including collaborating with partner companies

We are constantly making efforts to utilize digital technologies such as mobile devices, promaote DX
initiatives, and aggressively carry out the development and improvement of technology and construction
metheds improvements to enhance the efficiency of on-site management. This enables us to efficiently
conduct safe and high-gqualty construction projects. Also, within our flizet of construction vehicles, we
have been promaoting the use of battery power for cherry pickers to reduce CO: emissions, thereby
profecting the anvironment.

To ik to the
proposal-based saks aclvilies in cooparalion with the S
that our technology and gualty of our work can be of senice to customers, We will focus on expanding
ardars for renswabds anergy-ralated construction, equipment installation for special kgh-voltage
customers, and wtility pole removal

With our high quabty and advanced technalogy, wa will continue to support the lifeline of a stable
supply of slectricity in the Chugoku region to confribute to the development of local communities and
provice a comfortable life to our customers.

ofa aronized society, we will continue to strengthen our
s Division and the Engineering Divisi

M S0

Proactive sales promotion to secure and expand orders

The Sales Division oversaes all aspects of sales related to general construction, which constitutes
approximately three-guarters of the total ameount of orders. To obtain orders, which are the entry point
for sakes revenue, the division's sales activities primardy target private sector companies such as general
contractors and manufacturers, as well as govemment agencies.

In fiscal 2022, we raceved orders above our projections, and the valua of camyover construction for
general construction reached a record high of ¥107.6 billion. Order levels have remained at a high level,
but we are currently facing an extramely challenging order environmant due to intansified competition for
contracts, relentless high raw material prices, and soaring labor costs caused by a shortage of skilled
workers. These and other factors make it difficult to maintain profit margins for some projacts.

Given these circumstances, in the Chugoku region we are actively engaging in sales activities that
levarage our company's dominance. Also, wa are strangthaning proposal-based sales for previous
construction projects to increase our sales backlog and expand maintenance and renovation projects.

On the other hand, In urban areas such as Tokyo, Osaka, and Magoya, which have many
large-scale projacts including redevelopment and logistics-related, our rec
have been recognized, leading to an increase in inguiries from general contractors. We are actively
working an gat ng early-stage information to secure and expand our contracts in these areas,

In addition, we have anncunced our commitment to becoming carbon neutral by 2080, Against the
prices, wa ara strongly promoting

backdrop of decarbonization and zoaring electrici
self-consumption-type solar power PPA projects, and actively proposing ZEB projects making use of
subsidies to suppart our customers' decarbonization.

As a company, we remain united in our effort to expand our sakes a ies, and will steadfastly
work towards achieving the goals outlined in the Medium-Term Management Plan 2024,
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Overview of Business

Indoor Electrical Work

Overview of fiscal 2022 and outlook for fiscal 2023

Orders received ncreased by ¥7.5 bilion above fiscal 2021 to reach
¥84.8 billion, driven by a recovery in private capital investrment and
the acquisition of large-scale projects in urban areas.

Mel sales increased by ¥800 milion above fiscal 2021 to
reach ¥71.5 billion, notwithstanding delays in equipment and
materials procurement and a shortage of labor. This was dua to
the normalization of social-economic activities following the
COVID-18 pandemic and the progress of ongoing projects
according to schedule,

In fiscal 2023, we will continue to strengthen our foundation
in the Chugoku region, expand our business in urban areas, and
anhance our sales and construction systems to steadily achieve
the goals outlined in the Medium-Term Managsment Plan 2024,
We will focus on increasing orders and reinforcing our
construction systems. Alongside these efforts, we will vigorously
promote various measures to secure and expand profits,
including profit improvement and improvement of productivity
through DX initiatives. In addition to our commitment to carbon
neutrality within our own operations, we will also promote
decarbonization support for cur customers through initiatives
such as seff-consumption-type solar power PPA projects.

As a result of these measures, in fiscal 2023, we foracast
¥79.4 billion in orders recelved and ¥79.4 billion in net sales,

Orders received / Met sales
B Crodors recaved [ Mot sales
[Bilians of yen

100

79.4 78.4

733 746

B7.7

208 2020 2021 2022 2023 forecast
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Main projects received

® Electrical facilty conatuction associated with the Ckayama Ciy new government
buidlding development project [Ckeyama Gy, Okayama Prefectuna)

# Elactrical faciity construction for the naw main govenmant bulding of Yamaguchi
Gy (Yamaguch City. Yamaguchi Prafacturs)

® Hroshima University Higashihiroshimal soiar powsr PPA project Migasbhinsshima

City, Hi irma Prifiectum)

® Elactrical constructon adjunct to TOP-6 construction at the BTEM Oroda Works
{Saryo Onoda City, Yamaguchi Prafectuns|

® Habashi Ward Funade logistics faciity plan {iabashi Ward, Tokyo)

® Kew construction projct for the Chigesaki Frst Parking Lot land-use project
{Chigasaki City, Kanagawa Prefacture)

Recent project

New ical facility of Fujimi-cho PRJ
(Naka-ku, Hiroshima City)

Locatian 11-5 Fujini-cho. Naka-ku. Hiroshima City

= penod March 2020-Juns 2022

Chent Fujmi-cho Usvelopmant Comparatian

Summary Consiructon of new elacircal 1ackilis o & mul-purpase
large hottel, with 22 flaors akove ground, 2 panthouss ficors, 4
T

apabie of hosting intemalicnal conferences

quest
chning facifes. a weddreg chapal, spa, peal, and a conferanca

Yusuke Fujiwara

‘Construction Managamant Team Leader
Indoar Flectrical Work Section 2
Faciites Canatructian Depariment
Hroshima Sugenvsing Branch

Construction pr e i porated new technologi
in line with the latest trends

W alnoatad a lang ol peraorngd et an app el taske and
manage coordination lunctions among the

of substation, trunk ine, powes generalion equipment, end central montodng ‘aclms
Gaven mr-r»gm.mner of trunk ires i the 22-story bdding, we achievea a shorter

quantity of exterded tunk lines, Az wea
smikansously workad nmwo sitas, tha commencid anea an the hower Noors and the
hoted area on the upper ors, we coordinaten our effons by anea and assignad
persama accordingly 1 rmanage sach project aspect eflectively, Some of the work
recired nighttime uss of rads, So we ook great cere to minimize noise and light
asturipances in consderalion of neary mesidential inbabitants.

Wi intend 1o 2pply what v experianced firsthand in this prajact with rogards to
Eading Faclifies nueds sterrrring from society-basid changes 1o our Ailurg
operations, Addilionally, we wanl to pess on the experience and expertise we ganad
10 the next generation,

Alr-Condltlonlng
Piping Work

Overview of fiscal 2022 and outlook for fiscal 2023

Orders received totaled ¥28.3 billion, down by ¥1.5 billion from
fiscal 2021, despite focusing on efforts to win orders for
large-scale construction projects in the Chugoku region as well
a8 in urban areas, mainty Tokyo and Osaka.

Met sales increased ¥1 billion from fiscal 2021 to ¥31.3 bilion
due to the smooth completion of large-scale construction
projects in vanous arsas.

At the beginning of fiscal 2023, our backdog of projects
exceeded ¥23.5 billion, a high level conslstent with previous years.

In fiscal 2023, our focus is on risk mitigation through
front-loading and improving quality. We will also work on
equalizing and streamlining on-sita rapresentative tasks in line
with work style reforms, by providing support for construction
drawing creation through the Construction Drawing Center,
Additionally, we are maintaining our ability to manage large-scale
projects by adopting equipment and piping prefabrication and
unit modularization to achieve streamlined construction and
instaflation, while working on improving construction efficiency
and instituting digital transformation {DX) in site management o
enhance productivity.

As a result of these measures, in fiscal 2023, we forecast
¥30.8 billion in orders received and ¥30.3 billion in net sales.

Orders received / Net sales
B Ordlers receted 1 Nat sales
(Bitng of yer)

a5

320 921
0.3 208 311 500313 3
27.3

I=
T
@

28
21
14
7
0

Main projects received

= {Frovisional nameay APA Hotel "Hiroshime Ekimas Shinkansen-guchi®™ new
consfruction project (Hroshima City, Hroshima Prefecture)

# Tamana Medical Canter new hospital construction Project (Temano City. Okayama
Prafaciurs)

® Lzurno City new gyrnasium development and operation projsct lzume City,
Shirmane Prifectum)

® (Provisional nams} LogiCross Zama Plan [Zama City, Kanagews Prafaciure)

Provisional namea} Agora Place Osaka Sakal new construction project (Sakai City,

DOsaka Prefectune]

# Aichi Prafiacturs startup support centar developmant project (Station Al) Nagoya
City, Alchl Prafaciure)

Recent project

2019 2020 2021 2022 2023 forecast

New ion of 5 {provisi nama)

Location 2-10-50 Harumni, Ctake City, Hiroshima Prefeciure

Carstruction pancd July #021-February 2023

Cliant Marui Sangya Co, Lid.

Summary Canstnuction of ar canditioning equiment, &5 wal & plumbing and

sanilery equipment &3 pert of 8 new museum Constuclion project,

-

Koichi Moriyoshi

Constniction Maragement Taam Laacer
Ai-Canditianing Piping Work:-ralsted Subsection
Fariilizs Construation Section

Hatsuknichi Oiffice:

We provide facilities that meet high-level requirements

In ordee fo create the performance unclions of an ar museun, we fook nto
cansdaration the mainterance of & constant termpembure and humidsy
environment and the prevention of the iwasion of contaminants in the sxhibition
rooms and storage reems where ar peces are located. The project schedds
was tight, and thare ware many diffsrences between customer demands and
design specifications, which required a significart amount of sffort 1o reconcle,
Furthermors, wa wers required to perform extenzive performance evakiations.
which tock time to verify calculated values such as arflow and waber voluma
apainst actual measuamants. Howewver, we wars abie to succassfully complate
thea construclion without any accldents or serious mishaps,

In modsrm soclety, ife Is impossible without stnuctures and bulldings.
Conetnaction managameant, which i invoked in thess projects, | ajob thatis
dlaerty banpdcial to sockety. | want to pass on the sataiscton, experience. and
shills of this job 1o the youngar ganeration of workers,
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Overview of Business

Information Communication

Equipment Work

Overview of fiscal 2022 and outlook for fiscal 2023

Orders received totaled ¥12.7 billion, significantly above the
previous year, due to infrastructure facility construction contracts
from entities such as Japan's Ministry of Land, Infrastructure,
Transporl and Tourism and FTTH projects, as well as large
projects from NEXCO.

Met sales were ¥7.7 billion, a substantial dacline from the
pravious year. The lower sales can mainly be attributed to
completion of a significant portion of large FTTH projects in fiscal
2021, leading to & considerable decreass in camed-over projects
for fiscal 2022,

The information and communication field plays a role in
promoting overall changes in society, such as enhancing labor
productivity through ICT, revitalizing local communities, ensuring
swift and efficient information centralization and transmission
through ICT, and maintaining and managing social infrastructure,
As a result, we can continue to anticipate demand for
construction in this field.

In order to secure a high volume of orders for fiscal 2023, we
are aclively pursuing new businesses, such as Al ulilization, in
addition to our standard business ocperations. Furthermore, we
working to ensure sales by focusing on operational efficiency
through DX initiatives and ensuring the smooth exacution of
large-scale projects through front-lnading.

As a result of these measures, in fiscal 2023, we forecast
¥10.0 billion in orders received and ¥10.5 billion in net sales.

Orders received / Met sales

M Crolrs recaiver (0 Mot saks

[Bilians of yen
20
16.8
15
Haivany
10 L 109 196
70 83 87 7.7

| I

0

208 2020 2021 2022 2023 forecast
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Main projects received

& Nagoya Branch roadsicde wireless tacility
iMagoya iy, Alch Pretecturs)

® Py 2022 communication ling construction within the Matsus Expressway Office
Matzua City, Shimana Prefacture)

& FY 2022 installabon of small nformation boards m the Seno Distect of Mational

® Canla televizion natwork optical fiber upgrade in the westem section of Takahazhi
Gy (Takahashi Gity, Cikayama Prefecturs

® Major wator resource laciity renovation at the base of Mount Daisen (Yonago City,
Taottori Prefecture)

& Implemantaticn of an Al camara system In Tayama City (Toyama City, Toyama
Prefecture)

Recent project

Hiroshima JR-side board and faciliti
renovation project

Locatien Hirashima City, Hirashima Prelecture

Construction period  June #1Z2-March 2023

Chent Hiraahira Cily
Overviw Rantuation of faciitis, inchudng The scorsbeerd viskia from he JF: sida of
Hrzshima Muricipal 35 MAZDIA, Stackum

Hroshima), Project nclades: scoreboard rencvation. remaval of sir
cancitaning uris, bax smuchae enavation, vkieo informalicn farsmissian
aquipmert repars. and Lpdsting of el soupment ard wiring.

i

r

K. K]
Intarmatian Communication Equipmant Wik Saction
Facities Conalruction Depariment
Hirshima Supervising Branch
Training the next generation by hiring new employees
to handle site responsibilities
Since constrction was only possible during the off-season of professional
baseball, and various cther prosects were also scheduled duing the same

period, it was o i crana al
Through mdtils consultations with faclity parsonnel and edher project officials,
all WBS Ciue to anti dalays in

aquipmant delvary, causad by such factors as a shortage of samiconductor,
wie cbtanad approval for equipment eady on and stared the equipment
{abncation process. There wera unfamiliar fasks such as stesl-frama
«construction end fittings waork, which raised concarna as we prograssad with
the conatruction. However, by Basking edvice from and asking questions of
cooperating pariner compares, we were able to succassfuly progress the

¥ work requires diveree
knowledge invanous figlds for sach project. | want fo Serve as & Eanior
employes who inspires the next generation by passing on the experience,
knowledge, and skilis 've leamed to them.

Distribution Line Work

Overview of fiscal 2022 and outlook for fiscal 2023

In fiscal 2022, we exceedad the previous year's orders and net sales,
thanks to continued orders from Chugoku Flectric Power
Transmission & Distribution Company, Incorperated for the
renovation of aging power distributicn egquipment such as utiity poles
and wires, as well as the expansion of new contracted projects.

However, we were affectad by the global rise in commaodity
prices, leading to scaring material purchase costs. Nevertnelass,
based on careful explanations and negaotiations with our chents,
we managed o mimmize the impact on our inancial results,

Furthermore, we have been continuously working on
initiatives such as DX prometicn and promation of new
construction methods to enhance productivity. In regard fo
business process optimization using smartphones, we
introduced new navigation features to improve efficiency and
functionality. Regarding new construction methods, we focused
on expanding the scope of the third-arm mathod to alleviate the
burden on workers and worked towards the implementation of
the thres-wire integrated arm method, which ensures the safe
and efficient relocation of high-valtage lines,

In fizcal 2023, we expect both orders received and net sales to
remain favarable, as we anficipate the continuation of the renovation
of aging power distribution equipment, and will remain focused on
productivity imorovements while ensuring safety and quality,

As aresult, in fiscal 2023, we forecast ¥29.8 billion in orders
received and ¥29.8 bilion in net sales

Orders received / Net sales
B Orders receted 18 Nat sales

[Bibans of yer)

s7g 266 254204 295205 30.3 301 298 zos

Main projects received

® Agng pewsr detribulion sauipment renovation preect (all regional Branches i
Chugeku Regen)

® West Japan Raitway Company 1R West Japan] 22KV Onomichi Line new installation
projct |pokes and cablas) [Cnomichi City. Hiroshima Prefectural

® Kyraray Water Source & 6k transmission equiprment remaoval project (Kurashiki
City, Okayama Profacturs)

® 22KV Tetta Line route change project (Takahashi City, Okayarma Pratecture)

® 22KV Ainku  Line now nstalistion proiect foverhead linl (Masuda City, Shimang
Prefeciurs)

® Toyn Co.. Lid Minamiyo Offica 1108V exdre-high valtage mater and transformer
repiacamant {Shunan Cay, Yamaguchl Frafectuns)

Recent project

2019 2020 2021 2022 2023 forecast

Telephone pole repl tp ion)

Location Linnan City, Shimane Prefacturs

Carstruction paricd  March 2023-April 2023

Cliant Chugoky Flectne Power Transmisson & Distnbution Company, lzumo
Hatwarke Corter

summary Fuenowal of agrg powes distribution equigmerd

umicer of uiify paks raplacements:
ines: 350 m x 3 Ines

replazemant of high-vakaga

Kohei Kanesaki

On-site Managar
Cigtribution Work Subaection

Linren Office
Selected the most suitable construction methods,
taking into t the working envir t at the site

D o thie mtensive soope of the wor, v began by axplaining the tasks,
mathads, and potential hazards, angiring that al workers understood these
aspests before commensing the project, Caring the machine-based wire
replacament fwinding} process, we macds evary effort bo ensure safaty,

ing accidents such a: and pinching. Wa worked on

aermate sngle traffic Bines on publc rads evar long distancas, strictly adharing
Lo he project schedule Lo avoid incormeriancing vehids braffic and nearby
residants. Additionally, since tha work ocourmed during a change n seasons, we
pakd closa attention to workar health. In the future, we will continue bo prioritize
safa operations &t aach site, and we want to exerciss supsnvisory control whis
constanthy considaring various points, while continuing 1o ask for the:
undaretanding of residents.

CHUDENKOQ Report 2023
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Overview of Business

Underground
Line Work for Power

Transmission and Distribution

and outlook for |

S

Orders received were ¥10,5 bilion, above the previous year, mainky
due to large-scale projects such as replacemant of aging pylons
and new line construction orders placed by Chugoku Electric
Power Transmission & Distribution Company, Incorporated as well
as orders for general projects like factory construction.

Met sales decreased to ¥7.4 billion, below the previous year,
with the extended duration of large projects, such as orders for
pylon replacements, as one reason for the decline,

in fiscal 2023, we will steadily process the faciily expansion
and renovation projects recened from Chugoku Electric Power
Transmission & Distribution Company, Incorporated. We will alsa
strangtnen our construction capacity, collaborate with the Sales
and Engineering head offices, and share sales information. We
will strengthen our construction capacity, collaborate with the
Sales and Engineering main offices, and work on expanding our
ordar intake in areas such as self-operated renewable energy
line-related projects, factory construction, local govemment
underground line projects, and other general projects by sharing
sales information and aligning our efforts, Furthermore, by
promoting DX initiatives, we will work fowards the
systematization of business processes and the optimization of
construction, aiming to enhance productivity in addition to
maintaining construction guality,

With these strategies, we anticipate orders of ¥10 billion and
net sales of ¥9 billion in FY 2023,

Orders received / Net sales
W Croers recaived I Net sales

[Biians of yer)
100 1&.[':-

Main projects received

® Reirforcement work associated with pirtial route change b Tamana Misami
Okayama Ling (Okayama City, Okayama Prefectre)

® Promoton project for underground line convarsion of Konan  Line (Zone 1}
{Okayama City, Cheayama Predecture)

# Agirg pykn replacerment project for Tetler Line Mo, 43-54 (Totlori Gity, Totter
Prefictur)

® Aging pylon replacement and ather projects for the Kawada Line No. 1-14 (A
Ward, Hiroshima Pretecturs)

® Aging pylon replacement project for the Yuni Clkayama Line Mo, 101-111 (Okayama
Gity, Dkayama Prefocturs)

Recent project
110kV Tottorl Line No. 55-63 aging pylon replacement project

29 2020 2021 2022 2023 forecast
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Lecatian Within Aayacha o Toltari Gity, Tetlor Prafocture

Construction penod March 2021-Oclabar 2033

Ghent Chugoky Elactnc Powar Transmission & Distributon Compary.
Incomarated

Summeny Wiokags and rumbee of lnes: 110V, 2 inee: section & length:

Mo, B4-64, 300 km

Supporting sinactaes: 9 naw pyions, 1 ranovated

Cahlas & underground wines: TACSR/AC-240 mmls 1 conduatar,
ACSER-200 mmzx 1 conductor [on-ste reuse). XTACR-200 mm2x1
cordustor (on-gile reuse), OPAS-T0 mm”

‘Yoshimasa Iwanari
Conatruction Managamant Team Leader
Transmissian and dtribution Subsaction
Totton Ekctric Powar Center
We practice construction that respond
to voices in the local community

W strive to ensure quality and maintain a safe work emvirsnmsnt with re
accidents. In one project nvohving the instalation of power Ines betwesn pylons,
the initial plan was to replacs the exisling powar linas. However, since tha linss.
showed minimal degradabion and could provide sufficient capacity, we propossd
1o the client the rause of the existing power linas. A a rasult. this proposal,
which included lower costs, was highly appreciated. The erea arcund the projact
5ite overtapped with busy ferming activiles, ceusing concama sbout the impect
on due o pasaing wahickes. W heid
mesbnge with kocal lemmers and made efios o ensure smooth conslruction by
adjuating the schadula to mest local naeds.

In th future, we wil continu to priontize satety in ste management,

an ident-free and hazard-tree ‘We will continue to

trive every day o be 8 trugted company, respondng approprately 1o the needs
of our clents.

Technology Development

Technology development issues

As a general eguipment engineening company, Chudenko
resohes technical issues and requests from inside and outside
the Company, and also conducts R&D based on initiatives in
new fislds to expand our business, targeting fields related to
safely, quality, and reducing labor,

Safety related

We conduct research and development into safety
improvements and the prevention of human error with the aim of
praventing industral accidents,

In fiscal 2022, we worked on developing a safety
management systermn for working from heights, which daetects
and notifies workers if thay forget to wear safety belts when
working at heights,

Quality related
Wa conduct research and development into new systems to
improve construction quality.

In fiscal 2022, we worked on the development of projects
such as the single-phase three-wire power supply unit for
Pre-Connection Inspection of Distribution Panels and an Outlet
Circuit Testing Method Using PLC Technology aimed at
improving the quality of outlet testing.

Labor-saving initiatives
‘We conduct research and development into software and new
systemns to reform, improve, and raise the efficiency of operations.
In fizcal 2022, we developed a Luminance Intensity
Measurement System for Large Spaces and a Construction Flan
Creation Support Tool, which are intended to reduce labor and
raise the efficiency of measunng lluminance in large spaces, as
well as a "Danger Zone Entry Alert System” using Al cameras as
part of an effort to expand business.

Presentation of technology development results

By horizontally deploying to all branches the results of the
tachnology that we have devisad through our own ingenuity in
the course of our day-to-day cperations, we contrbute to the
strengthening of technical capabilties and help promote
technical proposal-based sales. In addition, we hold events to
prasent the results of our technology development every year
with the aim of motivating technical staff.

In fiscal 2021, we announced 13 different initiatives for
technologies that open the way to improvements in safety,
customer satisfaction, and quality of work.

Orline mneting to ciscuss DX prometion

Technology development case study

Pre-connection inspection power supply unit (JECA FARE
2023, award from the Chairman of the Kansai Electric
Safety Inspection Association)

We daveloped a portable single-phase three-wire powsr supply
unit that allows easy execution of lighting tests and outlet plug
polarity tests even before power connection. This unit enables a
simple way of supplying singla-phase three-wire power to
locations where inspection power sources are neaded.

Equaleation of inspection processes
Systemn Supplying power to both 1004 and 200V chouts
Teatures simultanesusly

Easy Inslakation in desiked locaticns

ELCB checker (patent pending)

We have developed a device that adds a leakage test function to
commercially avakable outlst polarity testers that already in use.
This device combines two testing devices into one and eliminates
the need for extension cables and conversion adapters, which
saves labor,

Two testing devices combined nto one, almneting
System the need for switching
features Corwenient for testing in high or confined speces
Mo nead for conversion adapters

Awarded the 67th Shibusawa Prize

In November 2022, both the “Outlet Polarity Tester" and
the "Third Arm” received the 67th (2022) Shibusawa Prize
from the Japan Electric Association, This prestigious
award is widely acknowledged across vanous industrial
sectors and serves as the only private-sector award in
the field of electrical safety.

~+5ea the prees reiaase for detals.
tps: e o 1126 01.pal
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Overview of Business

Group Companies

Showa Corporation

The Showa Corporation Is responsible for the design and
construction of thermal insulation projects such as “insulation
and heat retention work” to reduce heat dissipation and “cooling
woork” 1o block heat intrusion for various facilities. These facilities
include large-scale energy conversion plants, environmental
facilities, facilities in the food and pharmaceutical sector, offices,
schools, and commercial establishments. Also, the company
develops, manufactures, and markets its own products such as
piping support hardware usad in thermal insulation projects and
“insulation sleepears,” which can be used in a temperature range
from -196°C o +850°C., These products contribule to achieving
high-efficiency energy conversion.

Many of the products and thermal insulation work provided
oy Showa Corporation are applied in locations not typically seen
in daily life. However, the insulation, cooling, and heat-retention
technologies developed through in-house manufacturing and
thermal insulation projects contribute to ensrgy efficiency,
environmental sustainability, and the ongoing support of
comfortable daily iving, albeit behind the scenes.

Berryne Co., Ltd.

We are engaged in strawberry and grape picking tounsm,
production and sales of blueberries, manufacturing and sale of
processed products, and operating a cafe in Hamada City,
Shimane Prefecture,

Furthermaore, as a special subsidiary, we are strengthening
our system for employing peopla with disabilities and working on
promoting their employment. Through this project, we will
contribute to the revitalization of hilly and mountainous areas in
the Chugoku region and fulfill our social responsibility as a place
of employment for people with disabilities.

CHUDENKO Report 2023

“Insulation Steepes” developed inhouse for thesmal insulation of plpes

Production, processing, and sale of fruit

We cultivate 5 varieties of strawberries (Benihoppe, Sachinoka,
Akinime, Yotsuboshi, and Moikko), 2 varieties of grapes (Pione
and Shine Muscat), and 17 varieties of blugberries, all of which
are highly rated for their quality. The fruit we harvest is also used
in processad products and in our cafe offerings. We are also
working on taking this one step further for diversifying its
management by developing fruit sauce as a main processed
product and starting online sales.

ESG Initiatives

Chudenko Group Sustainability .07

E

S

Environment

Environmental iNitAtIVES e 38
Disclosure of information based on

TCFD recommendations — ERRTRE ST
Society

HUMEN CAPIAT v 35
Health and safety activities ......omn...39
Quality / Coexistence with communities . I
Investment and use of intellectual property

and intangible assets - .
Governance

COMPArats QOVEIMANGCE w4
Management team 51

Messages from Members of the Audit and
Supervisory Committee

Compliance / Risk management 55
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Chudenko Group Sustainability

The Group has been aiming for sustainable growth and working
to sohve social issues by promoting various measures in the
medium-term management plan, As such, we established the

CHUDENKO Group Fundamental Sustainability Folicy o further
evolve and develop these initiatives.

CHUDENKO Group Fundamental Sustainability Policy

The CHUDEMNKO Group, with the trust of the

community as its basis, runs a sound business with

reliable technology and quality. By doing so, it will take on the challenge of resolving
the various issues that society faces, with the aim of sustainable growth for the Group,
while also contributing to the realization of a sustainable society.

@ We will endeavor to become carbon neutral, to help
mitigate climate change.

® We will strive to bring about environmental
conservation and a recycling oriented society.

-------- Development of a dynamic company -

@ We will respect diversity and promaote the creation of
rewarding workplaces.

@ We will construct a working environment where every
employee can work in safety and good health.

Sustainability Promotion Committee

Chudenko established the Sustainability Promotion Team in July
2022, which was strengthened and transformed into the
Sustainability Promotion Committes in April 2023,

Qur company understands that to achieve sustainable
growth and contribute to the realization of a sustainable society,
we must continuously adapt to changes in the business
anvironment, Based on a relevant perspective, we are
developing human resource development, reevaluating cur
oparations and organization, and addressing critical issues such
as the environmental problems. The Sustainability Promotion

Activities of the Sustainability Promotion Committee

Achieving sustainable

Exacution of Matters for committes deliberation

1

F wvision and
Putting strategy, tracking
“Change & progress 2
Growth"

Selection and deliberation of
important issues, formulation and
maodification of visian and strategy

{appeoved by the Management Palicy Councill

into practice

Guidslines for

Fundamental

CHUDENKO Report 2023

th within the Group

- Enhancement of technology and quality -
@ We will pursue technology and quality that help build a
resilient society and comfortable lives,

@ We will advance technology development and
research and development to resolve society's issues.

- Sound business management -~

® We will promote compliance focused management
that adheres to laws, regulations, and societal norms.

@ We will continue to be a company that is trusted by all
stakeholders, by ensuring highly transparent business
management.

Committee was established to facilitate this restructuring and
enhancerment of cur capabilities.

The Sustainability Promotion Committee is responsible for
developing measures to address sustainability challenges, track
the progress of reaching goals, and other related matters. The
Committee's discussions in tum lead to recommendations
presented to the Management Policy Council and the Board of
Directors, Taking this approach will move our company in the
direction of sustainable growth.

Board of Directors

Human resource development

Hurman resource vision, development &
educational vision, elc.

Business and organizational reform
Expansion in urban areas, procurement
reform, staffing structurs review. growth
invesimants, atc.

Environmental responsibilitias
Information disclosure, electification of
company vahicles, etc.

Huiriann
resnure:

cvsdenmant

ESG Initiatives

Environmental Initiatives

Basic policy

Asag | equi 1t engi ing pany, Chud contributes to achieving a sustainable society by

promoting envire tally friendly busi activities.

Action guidelines

1. We ply with i t-related laws and r recognize our corporate social responsibility, and
work to reduce our impact on the environment.

2. We work to decarbonize our own company and support the decarbonization of our in order to
become carbon neutral.

3. We engage in resource conservation activities such as controlling the amount of waste generated, reuse, and

recycling in order to realize a recycling i
4. We work to imp the envirc
local environmental conservation activities.

Environmental management

The head office divisions, which bring together and supervise
planning and results for management as a whols, make plans for
activities based on an environmental management approach that
is compliant with IS0 14001, By deploying these policies to
business locations, we ensurs that all branches put
ervironmental activities into practice,

1SO 14001 registration status

awareness of our

Applicable i
standards 12014001: 2015
Drate registersd July 19, 2002
Registered

businass aperator Chudenko Corpoeation, Head Office

Head affice oparations far a general
Scope of activifies  equipment engineering company (design,
techralogy development, construction support)

Registration
e JOAEM2E06
Certifying body Japan Quality Assurance Organization

ploy gh envirc =] and

Operation of the environmental
management system

Important matters relating to the environmental management
system are deliberated and considered by the Environmental
Management Committes, the members of which are the general
managers of the various head office divisions.

The General Manager of the Safety, Sanitation, Guality, and
Erwiranmental Department submits regular reports o the
president on the operational status of the envircnmental
managament gystem, in tum receiving instructions for
improvement that drive the plan-do-check-act (PDCA) cycle,

{Scope of IS0 14001 axamination regstration|

l::> Understanding of environmental activities
practices/results

CHUDENKOQ Report 2023

28



29

ESG Initiatives

Challenges toward carbon neutrality in 2050

Chudenko considers efforts to achieve decarbonization to be
one of our management challengas, and are working to reduce
GO, emissions as a sub-theme of Medium-Term Management
Plan 2024,

Roadmap to carbon neutrality in 2050

Update facilities to
st LED lighting, stc.
conservation
and introduction

: of renewable Partial installation of
Shnrgy Al solar power generation

& | business equipment during

= locations new construction

B

é Low fuel

E consumption and Upgrade to
electrification fuel-efficient vehicles
of company vehicles

Energy-saving equipment

Supporting our such as LED lighting,

customers' conversion to ZEB

decarbonization Solar power generation
equipment, etc.

Installing solar power for internal use
at business locations

In preparation for reducing CO: emissions related to alectricity
use at business locations, it will be necessary to use electricity
dearived from renewable sources,

We are genarating our own renewable energy, and to use it,
we plan to deploy solar power generation facilities for internal use
at our business locations (gradual implementation scheduled to
begin in fiscal 2023).

ZEB-compliant business locations

Praviously we had approached energy conservation by
systermatically implementing upgrades to LED lighting and
high-efficiency air condtioning eguipment. But as we need to
further strengthen the use of renewable energy in order to achieve
decarbonization, we will promote ZEB-compliance at business
locations at the time of upgrades and major refurtsshments,

CHUDENKO Report 2023

In April 2022, we drafted medium- to long-term targets (See
page 33) and a roadmap for carbon nautrality.

* Upgrade ‘construction vehicles to fuel-sfficient vehicles,
and update to electric vehicles in line with development

~* Propos mw:mng(mnmaﬂnmmgy_hcim

ng equipment such as LED lighting and
rsion to ZEB

conve
~» Install inﬁnmal-mumpﬂon solar power facilities (PP& em}

To meel ZEB standards, we plan, design and realize the ZEB
conversion of our facilities, considering factors such as the
facility's size and operational conditions. This involves a
combination of passive technigues utilizing exterior insulation,
natural ventilation, and harvesting natural daylight, as well as
active technigues involving the introduction of high-performance
equipment such as air conditioning and lighting, along with room
accupancy sensor controls, In addition, we incorporale
renewable energy through the installation of solar power
generation systems for seff-consumptian.

Net Zero Energy Building (ZEB)

ZEB rafers 1o buildings that significantly reduce the amaunt af anargy
consumed annually, malntaining a com Internial it
by using a high degree of insulation and solar radiation shielding.
They also utilize renewable anargy and highly efiicient facilities to
minimize energy cansumption, as well as generating thelr own
energy from sources such as solar power

® ZEB Butdings that achieved a renewable energy ratic of
100% or higher

® Nearly ZEB Buidings that achisved a renewahle energy ratio of
75% or higher

® ZEB Ready Buidings that achisved a renewable energy ratic of
50% or higher

Okayama Supenising Branch
Complated: Agrl 2019 Compistac: June 2020
Standard: ZE8 Raady Standard: ZEE

Total fioor area: 4 B3Em" (2 stores)

Kanagawa | Distriaution Cener

Total fioar arsa: BB (2 stories)

B
Total foor area: 1,084 (2 stories)

Energy-conserving technology that contributes to ZEB introduced at the Kanagawa Distribution

Center and Kure Distribution Center

Kure Key installations Details
; : ; Insulation |5 with high Insulating pe are used for the exterior
o o o Exteriorwall nau/alin walls and roof to reduce the air conditioning load.
O O Low-E multi-paned glass Reducas air-conditioning load with heat insulating and solar blocking effects.
O Multi-paned glass Has a heat insulating effect and reduces the air conditioning load,
O Owerhead lighting (use of daylight) | Reducing lighting load by incorporating natural light into the office
: iz o Uses LED lighting, and the office is controlled by a daylight sensor to reduce
@] @] @] High efficiency lighting e oy
7 o i I Energy conservation by controlling wind direction and capacity
O @] High efficiency air conditioning L b i S
intains a indoor i by wantilating indoaor
@] @] @] Total heat exchanger anid ik doar
O O O High efficiency ventilation fan Saves energy by using a DC motor fan with very low power consumption.
] High effici I ion of that meet Top Runner standards
o) O o) Solar power ganaration Taciliies Installation of solar power for Internal consumption [Okayama: 33kW,
powerg Kanagawa:30.24kW, Kure: 37.8kW )
0 Battery storage facilities Installation of battery storage facilities (Okayama: 22 kWh lithium-ion battery),

Supporting our customers’ decarbonization

Customer awareness of decarbonization is rapidly increasing.
We support our customers in achieving decarbenization by
providing proposals tailored to their needs, with the goal of
realizing a sustainable society.

Proposal for conversion to ZEB

Based on our success in achieving ZEB Ready status for the
new building of the Okayama Supenising Branch, we have
registered as a ZEB Leading Owner and acquired 7EB
Flanner certification.

As a general equipment engineering company, we wil
leverage these strengths to accumulate consulting experience in
the ZEB conversion business, participating in numerous ZEB
conversion projects to facilitate and popularize the concept
going forward,

gll gl
ZEB 7ZEB

LEADING
OWNER PLANNER
ZEB2019P-00006-GC

ZEB3I0OL-00020-P

ZEB Leading Owner mark ZEB Planner mark
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ESG Initiatives

Zero Initial Investment Solar Power Generation Facility (PPA)
Proposal
A Power Purchase Agreement (PPA) is an arrangement whereby,
in the case of our company (the PPA provider], we lease space,
such as a rooftop, from a customer, and then install and own a
solar power generation systern and handle its operation and
maintenance, at our sxpenss,

The electricity that is generated is sold to the customer under
a power sales contract with
the customer. This enables
customers to purchase
electricity with an
emvironmental value without
initial invastment,

Halows food supermarkeat sloea in
Tsunorming, Tokushima Prefectura

Initiative to Reduce Plastic Waste

With regard to the materials usad to make clear filas distributed
at events and other gatherings, we previously used recycled
plastic for environmental reasons, However, in response o the
issue of marine plastic pollution. we have switched to
papar-based materials and are working towards reducing
plastic waste,

Overview of environmental impact (FY2022 results)

Efforts to raise employee environmental awareness

In line with our emvironmental policy, our company works to
enhance employee environmental awareness through
ervironmental education and local emvironmental conservation
activities, in conjunction with national Environmental Month,

FY2022 environmental goals and results

Reduce our GO amissions -27% {compared to FY2013) -29%

own environmental

impact Energy consumption on crude oil conversion basis -1% {average reduction rate for the last 5 years) | -0.2%
Vehicke fusl ecanomy 9.0km/L or more 8.0km/L
Industrial waste recycling rate 81% ar mare B82%
Amount of office paper purchased -25% {compared to FY2019) -20%
Green purchase rate (paper and stationary) 81% ar mare T9%
Mumber of ervircnmental accidents a 0
Implemeantation of local environmental consarvation activities | Promoted in consideration of COVID-19 88 events

Customer support Mumber of energy conservation proposals for renovation work | 750 1,032
Mumber of proposals for solar power for intamal consumption | 140 221
ZEB conversion proposals 10 16

Changes in main environmental performance

Reduction rate in energy consumption Energy consumption on crude
on crude oil conversion basis oil conversion basis - (offices, etc.)

8,334 :-co. 0.1%  fovetavense() 2o, 41,9000

CO: emissions |

1t-G0a) Wl Friovgy comsurnption al offices, ate, (%) @@= FReduction rate fve. presious year) L
B vshicls fusl =8 Arnual aversge recuction rate Base: FY2017)
1920 qggg 1.926 1904 1,900
26 : -

6,087

L

14
4870 4,857 \ (

BT st ' o2 ON

01

(86 4507 4364 =734
i -3.0
2013% 2019 2020 2021 2022 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022

Vehicle fuel economy

Gasoline vehicles 1 4-2 L
Diesel vehicles 5-0 miL

Industrial waste

Amount generated 20,269 t
’ Recycling rate 82% 79 Yo

Green purchasing rate

Offices, etc. Vehicles
INPUT ® Electricity 7,276,000 kWh @ Office paper 110t @ Fugl 1,812 kL
@ Small amounts of other energy (gas, diesel, etc.) @ Water 40,000 m?
® Sales Customer
_5 satisfaction
Chudenko ‘aé g Design Ease-of-usal
business g 2 Comfort
activities g ‘g Purchasing Running costs
E Energy consumed
Constructed et
CO: Waste Others
® 8,334 1-CO: @ Industrial waste 20,269 t @ Use of CFCs

OUTPUT

@ Moise and exhaust gas caused by
construction and vehicle usage

miL] Wy Amount generated  —@— Recycling rate 150
B0 9 &0 82
14.1 14.2 _ g—]
e 138 13.8 o 74 i
B1
80 &0 79
——
5.2 5.2 £ e e fos
SRS LSS 1582 16868 20851 20738
2018 2019 2020 2021 2022 2018 2019 2020 2021 2022 2018 2019 2020 2021 2022

100, emissions sre caloulsted using energy and fuel consumption at offizes and fuel used by venicles (alectrcity purchased from electic power supplens uses adjsted emission
coefliients).
°2 Enargy consumption on a crude ol ion basis is far £l ralatesd to specified businesses as sot forth in the Act on Aationalizng Erergy Use
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ESG Initiatives

Information Disclosure Based on
TCFD Recommendations

TCFD|:

In accordance with the fundamental sustainability policy
astablished by our Group on October 28, 2022, we run a sound
business with reliable technology and quality with the trust of the
community as its basis, By doing so, it will take on the challenge
of resolving the various issues that society faces, with the aim of
sustainable growth for the Group, while also contributing to the
realization of a sustainable society.

Furthermore, our company has declared its support for the
TCFD recommandations, and will continue to disclose information
related to climate change based on the TCFD recommendations,

Governance

Chudenko has established a Sustainability Promotion
Committee, with the Prasident serving as chairman, to
deliberate on important issues related to sustainability,
including climate change matters, This commitles considers
measures for resolving problem issues and monitors progress
toward maeting sustainability goals, among other actions, For
matters of significant importance discussed by this committes,
decisions taken are presented to and approved at the meetings
of the Management Policy Council and at mestings of the
Board of Directors.

Governance structure for sustainability,
including climate change

Board of Directors

Submission

Supervision

Management Policy Council

Submission

Sustainability Promotion Committee
{Chairman: President, S riat:
Corporate Planning Department)

CHUDENKO Report 2023

Strategy

‘With regard to the impacts that may ocour in the future due to
climate change, we assumed two world scenarios in 2050 of
“1.5°C" and "4°C" warming, extracted important risks and
opportunities, and identified items. (See page 34.)

Risk management

We have drafted risk management regulations, and the
Management Policy Council idantifies, evaluates, and considars
measures for risks related to our operations and businesses, and
reports to the Board of Directors, We also continuously manage
risk by reflecting it in management plans.

Indicators and goals

On April 28, 2022, we announced the “Challenge Toward
Carbon MNeutrality by 2050" [see page 29), setting specific
targets for 2030 and 2050 and prometing activities.

(1) Chudenke's indicators and goals

Target

Indicator Target et

Content

Chudanko
{non-consolidated) | 2030
co. Scopel &2

Reduce by 46% or above
from fiscal 2013 level

emissions {Emisslons frorn

business locations

and company 2050 | Carbon neutral

vehicles)

(2) Results
1-C0:)
Indicator et ot | Fr2on FY2022

CO; emissions
(Scope 142) 11,753 8,621 8,334
Scope 1 6,149 4,952 4,564
Scope 2 5,604 3,669 3,770

Impaortant risks
Type Impact on the company Response as a company
PalicyAegal | Intraduction of Increased tax burden due to carben tax on GO, (Mediom-tel 2223@2’:2&3:::52&
regulation | carbon tax emissions from business activities lomg-term purchasing green power
Promation of anvironment-friendby
TP material procurement and
— gfgf:gf:;"" Sophisticated demarids fram custamers for Medhan-tafy, | construction metheds, and
o Ftepig environmentalty friendly construction forg-term develcpment and propaosal of
a construction tachnology with low
environmental impacts
Rise in purchase | Adding a carbon prica to the price of materials | Medum-tof, Mngfeemntof El?'m" m.pm'.:'osa
Transition | Market Bios of matedle | To beTaciied it = | products and sarvices with high
e added environmental value.
. Decrease in orders from customears dus to a . -
Fapulatian S::‘E?::rm lack of consideration for the anvironment, as Medim- to Mecthanil Law |:I;lni;rl‘fw!‘:r;::!dL:§$SD:I:arr;ahun
il Tiaiien they select companias with advanced long-tem i) cumm?us
amargnmental measures. T
Decing in corparate value (stack price) and Enhancement of information
Stakeholder et on sscuring humen resowces dustn.  fyn i disciosure and dialogue wilh
Reputation avaklEHan. inadeguate climate change measures such as s hied Low | @ okaholdars on::;!tim Iniliatives
efforts 1o reduce GO, and Insufficient sl ot 03}’;
Information disclosure. g
More severs Suspension af business location functions due  [Medim-tol, . .. " Enhancement of BOF response
RS e 1o typhoans ar flood damage Kegy-term kam| High | ties of disamtor
Chronie | More sevens Increased emergency response to social Medium- to| Low | Hign | Maintanance of a system that can
Physical weather infrastructure long-term " respond in the event of a disaster.
Increased risk of heatstroke and decreased Enhancement of haalth
o o Rise in work efficiency . management and Promaotion of
Ghiane temperature Shortage of personnel due 1o deterorating Foncpta |, o] High lachnalogy develaprmant 1o
warking enviranment improve the working enviranment
Important opportunities
Aspect Impact on the company Response as a company
Fromotion of initiatives for
Energy source iibiasad deani Increased arder opportunities for constructicn renewable energy, enhancement
products and f bl related to renewable energy, such as solar and of - d
kg for renewable energy wind power generatian oonstnuotlon _sy_stems an
technical capabilities
Increased demand Fromotion of decarbonizaton
7 [ oppal - .
Products and for energy-conserving 2;:.2??6 O;?‘g'decagg::::ﬁoﬁlie‘;%‘ Medim-tof,, oLy ol Initiatives, enhancement of
sanices and decarbonization- mnstruc?i?)n % long-tarm: construction systems and
related equipment technical capabilitios
Resource Flectnfcqilnn of Rec!uce vehicle fuel q0_§t5 by electrifying : Medlum- to| Renewal of fleet 1o
: automobiles and wehicles for sales activiies and construction Low - % 2
afficiency : i . boryg-tarm electric vehicles
thair adoption wehicles
Increased demand Infrastructure development and maintenance
Product and for disaster fior disaster pravention and mitigaticn Meddium- io Lt Enhancement of the
sarvice rasilisnce | prevention and Inereased demand for repairs long-tarm construction system
miligation eguipment

* W reter to tha Infemational Enargy Agency IEA) S0S (Sustainable Developmant Scanaria) and the Intergovemmental Panel on Climata Changs (IPCC) to analyze rizks and opportuntias

1 2ach scananc.
* Assumed soenanin

1,5°C scenanic: A scenario in which global average temperature increases are kept below 1.5°C above pra-inchestrial levals in a word where global greenhouse gas emissions arg nat
#aro around 2050 through chmate changs measures taken by countres.

A°C soenanio:  Seenario in which the global average

25 Dy 4°C above p dusirial levels in @ world where decarborizalion does nol progress.
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Human Capital

Approach to human capital

In order for a company 1o achieve sustainable growth, it is
essential to accurately grasp the changing times and to
constantly explore and create new value. Chudenko has always
placed people as the source of our corporate value, and we are
systemnatically working on everything from recruitment to
training based on the recognition that people are our most
important assets,

Moving forward, we will create a workplace environment and
training where human resources with diverse personalities and
values can work together toward common goals, think
independently to create new value, and proactively take on the
challenga to make reforms.

Human resource strategy and human
capital investment

Our human resource strategy consists of drafting and
implementing a human resource development training plan and
personnel plan based on our human resource development
policy, work style reforms based on our intermal environment

including safety and health initiatives and the enhancement of
various systems, We recognize that in order for Chudenko,
which iz & labor-inlensive company, 1o achieve sustainable
growth, it is important to make solid investments in such human
capital and steadily realize the image of the human resources we Hiring
geek by having them function in multiple ways,

Human resource development policy

To realize the image of human resources we seek, we
aim to tically develop human by

Investment in human capital and disclosure of information

Disclosed item

Disclosed Informal
® FY2023 New graduate hidng plan fulfdment rate
Planned Actual Fulfil rate
University* a0 81 90.0%
High school &0 54 90.0%
Total 150 135 20.0% 'I.ncl.udes graduate schmls., technical calleges,
junior calleges, and vocaticnal schools

® Hirlng cost per perscn: ¥137 000/ year

effectively combining OJT and OFF-JT, from the Edication

ssary to good bers of
society and business people, to the acquisition of
‘advanced specialized skills.

Internal environment improvement policy

In addition to securing safety and health and ensuring
compliance, we strive to reform work styles and
promote diversity, and work to create a workplace
environment where each and every employee can work

& We hold about 200 fralning sessions each year based on the human rescurces development fraining plan that s formulated
each fiscal year, which includes education of younger employees, rank-specific trainng, and fraining for specialzed skils
® Positioning the three years after joining the company (two years for clercal workers) as the tralning period, we strive to pravide
training in the early stages mainly thraugh OJUT, with a focus on {1} personal development as a member of society and business
people, (2} fostering an of persanal lop L and {3} leaming the flow of consistent business processing and
construction management.
New employes basic training perlod
= Clarical: {15t year) about 2 weaks, {2nd year) about 1 week
= Sales, indoor electrical, air-conditioning piping, i i ication equi
{1st year) about 4 months, (2nd year) 2-3 weeks, {3rd year) 2-3 days
= Distribution line, power transmission and distrbution:
{1st year} about & months, {2nd year) about 1 week, [3rd year) 1-2 weeks
® To improve employes engagament, we wark to refine the skills and knowhow needed for their respective roles through OJT,
OFF-JT, and personal devalopment.
® Wa have established a Technology Developraent Department, and are warking to develop human resourcas wha will promate the
creation and utiization of intellectual property and intangible assets through industry-academia collabaration in initiathves such as
technology development and specialized aducation.

State of ifications (as of March 2023}

P Engineering) 2

Professional enginaers {Engineering Management) 3, ([Electrical & Electronics Engineering) 45,

[Environmental Engineering) 17, (information Engineering) 1

<Electrical=: 240 chief electrical engineers (Class 1 to 31, 1,215 electncal construction management engineers (15t and 2nd grade)
«fir-conditioning piping=: 305 plumbing construction management enginears (15t and 2nd grade), B9 engneers from The Society
of Heating, Av-Cenditioning and Sanitary Engineers of Japan

=Communications=: 32 chigl lelecommunications angineers {transmission and switchinginas), 118 lekcommunications
construction management engineers (1st and 2nd grade)

<Instn 12 153 Inst 1 engineers (15t and 2nd grace)

<Civil angineering:=: 194 civil angineering construction management angineers (1st and 2nd grade)

<Architecture=: 14 architects (15t and 2nd grade), T8 construction engineers

improvement policy, and committee activities such as promoting with pride and joy.
women's empowarment. It covers a wide range of items,
Human capital investment framework = Path to growth . .
Image of human {personsrwith
Human resources strategy & human capital investment mmn::m seek qualifications)
o §‘ Young employes
0F Human resource development program
o development fraining plan
3 < il Construction management
E iniedees position system
c E_ * Rank-specific training
] * Training for specializad Training diary
E .§ skills, ete.
3
= = Diversity/

Internal environment
improvement policy
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Safety and
health activiti -~ Work style reforms
awareness survey
F ing women
o T in the workplace

childcare leave

“People who flexibly accept changes in society
and take on the challenge of making reforms”
Management plan
Achievement of performance targets
Sustainable growth

® We understand the importance of diversity and inclusion and strive 1o foster an crganizational cuiture that allows us to grow in
harmariy with each cther, At the sama tima, we accept and use diverse ways of thinking and values as crganizational strengths
Lo create a highly engaged and wibrant work environment.
1) Percentage of managemeant rales occupied by woman®: 3.5% *Managerial roles assistant managers and supenisors
2) Percentage of temale hires: T.8%
3) Parcantags of employeas with disabilitias: 27%
4) Parceniage of employess taking childcare leave: 16,6% for men [56.9%"), 100% for women
“The figura In the trackets [ } Includes leave taken for chidcare purposes.
5) Wage gap between men and women
Wage gap between men and women [ratic of average annual wage for women to average annual wage far men)
Target period: FY2022 ifrom April 1, 2022 to March 31, 2023)

All workers 77.3%

Regular full-time workers BO.4%
Part-time/fixed-term workers 61.5%

The Company’s website about women's empowerment
(https:Awww chudenke,co.jp/companywomen/]

Improvement of medium- to long-term corporate value

® By creating the Practical Safety Training Building and experiancing simulated dangers that can acour in various workplaces, we
are working 1o increase employees’ sensitivity to hazards and improve thelr safety awareness

® Establshed a safety and ten-day health awareness period (twice a year), and headquarters officers conduct Inspections of
business lacations.

® Implement accident-fres business location award {per 200,000 hours, up te 1,000,000 haurs],

® Sot “safely awareness® as a personnel evaluation iem,
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Education for new employees

While the duration is determined in accordance with the number
of new hires in each division, a perod of one to six months after
entering the company is designated as the training period,

During this period, all new hires stay at the Training Center,
They live in a dormitory with others who have joined the
Company the same time, where we foster the “threa
fundamental skills" that are required for life as a member of
society and as an employss of the Company,

Three fundamental skills

1. Awareness of basic
norms of |

2. Self-awareness as
an employee and
camaraderie

£ -~
Distribution fire education for new employess.

Murturing younger employees

With regard to younger employees (in their first to third year after
joining), we aim to cultivate them at an early stage as the human
resources who will be responsible for the future of the Company.
To this end, we set the training periods as two years for the
administrative employees, and three years for sales/technical
employess, respactively, During these training periods,
employees atternate repeatedly between group OFF-JT at the
Training Canter and OJT at a business location, to ensure that
they acquire knowledge and technical skills.

Education system

Progression as a group
across all workplaces

Support | Supplementation

Support for
Hl personal development

Support Support
v

Distance leaming to support
I3 personal

L Woluntary training

Rank-speacific sducation
Education and nurturing of
younger employess

Health and safety education
Specialist skils education

Education amed at
acquiring qualifications.

Ganaral external training

Education for human rights
AWBrENSSs
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Support for personal development

The Group operates a distance learming system as a framework

to support all employees who actively decide to try something

naw. The courses available undar this system are divided into the

five categories of Business Practice, Management, Work-Life

Balance/Self-Management, General Education, and

Qualifications, with each containing approximately 200 courses.
In FY2022, 420 employess took the courses,

[Feedback from course participants)

= | learned the importance of creativie ingenuily in carrying out my
work, and | would like to apply this to my job in the future.

* | attended a course on personal life planning and ke in old age,
coverng topics such as taxes and pensions. As | deal with some
of tha contants in my work, it was a good leaming experience.

* | was uncertain about how to guide my juniors, and feeling
anxious and worried, The course helped me to reflect on the
positive and negative aspects of the guidance | have given so
far and served as a ussful reference for providing guidance in
the future,

= It was good that Fwas able to study for my qualfications examination,

etc,

Intranet {support for persanal development)

Participation in National Skills Competition

The Mational Skills Competition is an event in which participants
compete to become recognized as the most technically skillful
competitors in Japan, and also serves as a qualifying
competition for the international competitions that take place
every two years. Chudenko participates in the National Skills
Competition every year,

Al the B0th National Skilla Competition held in Chiba Prefecture
in fiscal 2022, two participants from Chudenko represented
Hirgshima Prefacture and two from Yamaguchi Prefecture,

et

Comastition in progress

Promotion of women's empowerment

Chudenko Corporation’s Action Plan

With regard to women's empowerment, in 2015 we launched the ::fi‘-'ld oF  april 1, 2021-March 31, 2025
"Committee for the PFromotion of Women's Empowerment,” S pan
formulating a plan of action as sat out in the Act on the ® Steady and consistent promotfion of female managers
Promation of Female Participation and Career Advancement in :;::::::o ® Steady and consistent hiring of female employees
the Workplace, and taking into consideration from a ® Aciive participation by male smployses in childeare
cross-divisional perspectiva the planning and implamentation of a
varlety of measures. In 2016, the "Working Group for the Goal 1: Female managers to account for 4.5% of
Promaotion of Women's Empowerment” was established by total managerial positions® by FY2024
voluntary female employees. * Managerial posilion: The person assgoed 1o a
i ipuivalent (o or higher tha

In 2019, the Company received from the city of Hiroshima a oG o i s
General Prize as a Business Promoting Participation by Both Gnal;a and  Goalz: Female employess to account for 5.0% or
Men and Women. This prize is awarded by the city to businesses f-'e’i;::: of higher of annual hirings
that provide a model for cther organizations in the way they work ke [of which technical staff to be 2.0% or higher)
actively 1o enable women Lo demonstrale their abilty, expand
their range of work, and balance work with household and Goal 3 Male employees taking patermiy leava to

community activities.

We will continue to promote initiatives for full participation

by women.

account for 2.0% or higher by FY2024, taking
an average of at least one week aff

Comment from a General Manager

Takakazu Higashioka

General Manager,
Administration Division

General Affars

Ciepartmant
Administration | | [ Fuman Fescuses
Division and Labor Depariment

|| Phamen Resiueces

Aiming to be a company where employees can feel pride
and joy in their work

The Administration Division oversees three depariments whosa primary responsibiities are as follows:
the General Allairs Department handles lagal aflairs, compliance, public relations, and property
administration; the Human Resources and Labor Department handles recruitment, personnet evaluation,
salary, and welfare and benefits; the Human Resources Development Department formulates, operates,
and manages systems related to education and training.

The Company's most Imponant assets are human resources, and we alm to create a company in
which sach and every one of them is able to play a leading role and feel prida and joy in their work, To
achieve this, it is vital to create an environment in which both company and employees share their
purpose and values, and where they can continue to tackie the challenge of changing and growing
together. From this perspective, each business conducts business operations to respond to changes in
the businass environment,

‘Whila the construction industry is taking industry-wide initialives 1o promola its altractiveness with a
view to addressing the sericus problem of hiring and retaining younger people and women in the sector,
the situation remains difficult. Under these circumnstances, our Company has hired an average of about
140 fresh graduates every year for the past 15 years in order to secure the next generation of engineers.
Al the samea time, we alzo actvely hire mid-caraar amployees as needed.

With respect to work style raform, which is a common Bsue across the mdusiry, wa are workng to
improve operational efficiency, productivity, and the working environment by promoting DX, and we aim
ta link such initiatives to steadily improving employvee engagement,

In terms of human resource development, wa share our target levels and vision with employees, and
we are putting effort into the early developmant of young employvees and the systamatic development of
middle management and top leaders, while respacting the individuality of each person,

‘We will continue to invest firmly in human capital, and to put effort into improving the internal
environment and human resource development flexily and steaddy, toward acheving sustainable
growth for the Company.
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Health and Safety Activities

FY2022 health and safety activity policy

Baszed on our philosophy of “safety takes priority over
everything,” the Company is working as one to eradicate
accidents and disasters and striving to encourage, preserve and
increase mental and physical well-being.

Priority actions

Priority goals

# Major electric shock/Arc accid Zero
© Major accidents involving falls: Zero
© Serious/fatal traffic nts: Zero
L] 9 ital and phy well-being

1. Awareness of safety as highest
priority, and of own responsibility

With an awarensss of safely as the highes! prionty and one's own respansibility 1o practice safety
management and safe behaviors, take every opportunity to provide guidance, education, and
support to Group companies and partner companies.

2. Und ding and ply
with laws and regulations,
standards, and rules

Comply with and deepen one's understanding of laws and regulations, standards and rules, In
addition, steadily implement measures to prevent recurence of accidants that took place in the past.

As well as considering and implerenting risk mitigation measures derived from risk assessments
3. Mitigating risks and eliminating adapted to the site. be sure to instil practices for sk and hazard prediction. Maks efforts to

unsafe behavior

pravent work-related accidents by practicing "speaking out” and having the courage to paint oul
and eiminate unsafe behavior,

4. Maintaining the workplace

In addition to the *ive practices” for maintaining workplaces and vehicles (organized, aranged,

environment and using the right cleanad, hygienic, discipiinad), implement pre-use inspections of machinery, and be sure to use the

machinery and tools

right machinery and tools,

Be sure to conduct safety checks of the surreunding before driving, When driving, be sure to
5. Thorough practice of safe driving practice “commentary driving” and “defansive driving,” which are extremely affective in

anhancing safely,

Use haalth and stress checks to get an undarstanding of the state of mantal and physical
6. Encouraging mental and physical well-baing and to maintain and promota heatth, Maks efforts to pravent ilness and discover and
well-being treat health problems as early as possible, and aim to create a bright and energetic workplace by
encouraging lively communication.

Improvement of safety awareness

The Company utilizes the Practical Safety Training Building within
its Training Center located in Asaminami Ward, Hiroshima City,
for the purpose of improving salely awarsness by providing
participants with a simulated experience of the various dangers
that can occur on site, and increasing their sensitivity to hazards.

These are categorized into five themes of *electric shocks /
arcs,” “faling,” “overtumning,” “pinching & other,” and "traffic.” For
axample, those who ars involved can expenence for thamsehves
shorts repreduced in low-voltage measuring equipment and
between low- and high-voltage lines, the shock imparted by
falling objects, and the experienca of a ladder shiding both
vertically and horizontally, Each of these utilizes facilities
designed for the purpose, and participants undergo simulated
experiences while their safety is ensured.

These facilities provide simulated expariances svery year not
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only to employess of the Company but also to people from
Group companies, partner companies, and technical high
schools, and other organizations. Even durng the COVID-19
pandemic in fiscal 2022, around 2,110 people underwent
simulated experiences, and by having the facility used by such a
wide range of participants we contribute to the spread of safsty
awareness and knowladge.

Wa also offer hands-on training and tours of our safaty
training facilities and other facilties.

ey

Praclical Safety Traming Bui Simulation of a fall from haight

Enhancement of vehicle safety facilities

To achieve zero traffic accidants, we are currently promoting the
introduction of safety support cars and auxiliary collision
prevention system equipment, which are highly effective in
preventing accidents.

In the event of an accident, in addition to making efforts to
establish a complete picture of the accident using the footage
from the dash cams installed in every vehicle, we utilize
infarmation derived from actual footage in group meetings to
prevent further traffic accidents.

Status of vehicle safety equipment
{as of March 31, 2022)

Total vehicles 2,017
Safety equipment
Safety support car 786
Auxiliary calision preventon system 1,227
Dozing prevention device 4
Total 2,017
Dash cams 2,017
Kenko Keiei® initiatives

Chudenko has been promoting various initiatives to maintain and
improve the health of our employess. Based on the belief that
sustainable corporate growth can be achieved by improving the
maotivation of employees and revitalizing the organization, we
drafted and established the “Declaration of Health Management”
and “Health Management Fromotion System.”

Declaration of Health Management

As a general equipment engineering company, we believe that
in order to contribute to the development of society and
achieve sustainable growth by creating living and business
anvirenments with high added value, it i of utmast
importance that our employvass remain haalthy, both
physicaly and mentally.

For this reason, as a company, we will firmly support each
amployes to manage thelr own health and work to address
their mental and physical wall-being, and we will work to
create a workplace where all employees can work
energetically and actively, both physically and mentally.

Health management promotion system

and President Management

Reprasentative Director Board of Directors &
(chief executive afficer Paolicy Ceuncil

ion of Health
Management

Decl

&

Haalth and Safaly officar

Cooperation e pobckiigs!
PETEnt in charge
[W heakh end salsty gromotion
department Deeupatiara haalih siall

N Erhances motivation

and information gy Healh and ssily prometin of smpiryees
sharing

anager * Suppart thal eads 1o
Coaupaticnal health staff the ristpsazalion of

T "

We will make known our Health Management Policy, which
indicates our policy for efforts on Kenko kele™health
management), throughout the company, encourage each
aemployes to address thelr mental and physical well-being, and
will continue to invest in the health of our employess,

With regard to mental well-being, the Company implements
strass chacks for all employees every yaar, in accordance with
the stress check system set out in the Industrial Safety and
Health Act. The results are utilized for formulating intemal
measures to improve the workplace environment and for other
purposes, and we implement follow-ups as appropriate for
people under significant stress, such as by arranging mestings
with a physician.

Health Management Policy

For the Gormpany to fulfill its corporate mission and grow
sustainably, it is of utmost importance that our employses remain
healthy, both physically and mentaly. The Company firmiy
supports each employes in managing their own health and
working to address their mental and physical well-being, and
strives to create a workplace where all employees can work
anergetically and actively, both physically and mentally,

1. Management issues to be resolved through health management
Enhancing madium- to long-term corporate value by improving
the motivation of employees and revitalizing the organization,

2. Employee mindset
Each employee is aware of, and practices, the idea that health is
the foundation of life and work, and that it is one's responsibiity
10 address their own mental and physical well-being.

3. Company’s stance
The Company provides firm support to enable each emploves
to address their mental and physical well-being while
establishing independent health management as a foundation,
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Health Management Strategy MapHealth Management Strategy Map

We will approach health management through the Health Managemaent Strategy Map, which illustrates the links batween the managemant
issues that we want to resolve through health management, the expected effects, and the specific initiatives,

Health Managament Strategy Map

Effocts of hoalth imvestmant [expocted effects|

Maragement issuss tat
rescive

Health Investment we want ta
(Specific intiathves) eftarte on| tates thrugh heatth
health imvestment measures ranges el
Wb e g dason I prmeseen! in ek hoath check I
FApammendng ro-sarminmsone. Fip-sscaminarion i dor thoes Imprmenmen in m-mamnaton s for s [
A0r e it indrgs [ widhorg: Wi trdings
Promating disaase “t
Brevention s ihe ‘Haakn quidon f— — Urciorstanding of, ond mpravomentin. o] Fecuctian
ey dacovery and cocugmburm e e ke ] caiclanea priati bosd 0 ampiipeas’ Pasth Stalus 20d Ry Fatit absonlessm
mary treatment af 7 +Peduchion in (e pemeniags of those wih
high-tisk emekyees st chack reeuts
heahh probikems bhood pressurs sk
—= e 180 e 110 e i
Moskh coresbaton prodsd oy || e ol cases pibegen o I e peicaniage of thoee
Cocupaan hash sial e sk I k-
+Rleduciion in the permeniage of ihooe with = £
i Ve poor dabetns maragasort HEALEG or | :
Fumugh headh-ndofed prometen | of seat to ot and menagement higtma
ek oot s i, W' Ehsta el eon s Pk et gt n peraniagn of ihce ’ g :
Jmpeiing th haalt Penath, ibting wmekdne, e Fowg g ;L:'.’}lm“ 185 ~ 249 i
Irgracy of sach in parconiaga of o who | resction s q
omplayan Imphementation of conces conTol [ — sy — vk -
a5 B e e ) il -
Uity bt -
WP Rl Feurenca asociaions. | ] WY HEALTH WER utizadion raly " -3
plormriton if srees ks ? Sivees check atiendance raie Drmesmer i sirss chock pmencancs | :
=
L P - ineseagye for ob o 3 k-
Impeouing high-slress oas an NNt o ogarakne Fashscien 1 agpoizasons wih 170 0x mers u
Srgugh g
mental haathcarm s et n sppi hringh
and mpioyoaz, and betwatn  [—# aporoach Sm manoger and mprementin suppoe st fom manage y
omployose ohpiacs mostings 3
i n
oo vorcas measaes wark engagaman |
Ernancng work-ifs i s Wi, s Rk [t Flagpabatorss o s ki ko oo
balance by promoting | | Sommtes
wark sty refarn and | [imgeemenaton of me Apdijcnt 37 LBor ey, *| s e in mmies of e ~
2+ ennance 1o stickny = Imprrement in labor producly.
primolion proimcs |

1 Grasping the number of long-term absenteesthose on leave of absence through operabonal systemns

*2 Measurement based on the Waork Functioning Impakment Scale (WFur)

*3 Measurement based on the Utrecht Work Engegement Scale (shortened version with D tems, or UWES-D)

Health management-related targets and results
(FY2020-2022)

O The Company’s results/improvement targets related to health
checks, health and lifestyle habit statuses, and stress checks

Tao prevent the cccurrence of festyle-related diseases and other
dissases among healthy persons, we are working toward the
rmaintenance of 100% regular health check consultation rate and
achieving the target of 100% re-examination rate for all employees
whose haalth checks yieldad findings. With regard to
racormmending ermployees to undargo health checks, roles are
determined in many business sites, and employees are
encouraged (o undergo health checks by their supenvisors or
personnel-in-charge. We maintain high attendance rates every
vear of 100% for health checks and 98.9% for re-examinations for
those with findings. To prevent the progression of lifestyle-related
diseases, the appropriate health guidance and health consultation
services are provided to high-risk employses at "All Public Health
Murses” events held at various locations (Number of health
guidance/ealth consultations in FY2022: 4,850).

Health chack indicaters 2020 2021 2022 2023 Target
health check

Sonsiliation riks 100% 100% 100% 100%

Re-sxaminations for

those with findings 99.2% 89.3% BE.9% 100%:

Attendance rate
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Based on the Health Scoring Report provided every year by
the health insurance associations as well as aggregated health
data, we grasp the health statuses of employees sssociated with
the results of specific health checks and changes in their lifestyle
habits over time, with the aim of improving health and lifestye
habit problems that are specific to our Company,

Heatth status indicators

2020

2023 Target

Percenlage of these with

0.8%

Below 0.6%

200 mgid ar higher)

0.3%

Below 0.3%

Percentage of those with
poar diabotes.
HEAT28.0% o highor

1.7%

1.4%

Balaw 1,3%

Lifestyle-ralated
disease indicators

2020

202

2023 Targot

Percantage of those
k.
{BMI:18.5~24.3)

66,1 %

64.0%

61.8%

B40% o highsr

Smoking rate

29.2%

29.2%

28.6%

Bednw 0%

Ferceniage of fhose who

18.2%

19.2%

20.9%

3475 ar higher

Quality sloep rate

TT.6%

TTA%

69.3%

T2 or higher

Peecartage of hahiual driskers
{drinking 2 go |aporox. 0,361

23.4%

21.8%

16.1%

Bedow 15.0%

"Health status and Bestyde habit incicators are for people aged 40 and okder.

For workplaces assessed to be high-stress workplaces (120
or more with general health risks) based on stress checks
conducted, the Safety and Health Section Manager, whao is
responsible for company-wide health management promotion,
provides explanations to the workplace in question and provides
support toward result raporting and efforts to improve the
anvironment. With regard to the effects of initiatives, the results of
strass checks conducted in the following fiscal year have basn
verified, and improvements were observed for all organizations
that implemented nitiatives. We have implemented company-wide
initiatives to promote communication through the implementation
of workshops for the management, approaches between
supervisors and employess and between colleagues, etc., as a
part of our efforts toward reducing the number of high-stress
workplaces to zero,

Stress check ndicators. 2020 201 2022 2023 Target
Siregs check atiendance rate 87.1% 98.4% 97.9% 100%
::(::9'{:("; ::;:;s 82 az a3 Below B5
General haalih risks: .

Cirganizatians with 120 or more

Etalus of suppart from managers ar 86 86 Balow BS

“National averape for ganaral hasith reke/status of support fom managars = 100

Through various work style reform measures and measures to
enhanca the efficiency of DX promotion projects, we are working
to achieve our aims of reducing the number of offenders of the
upper limit regulation for overtime work/off-day work in FY2023 to
Zero, and improving labor productivity by 10% in FY2024

compared to FY2020.
{Urit: Numiber of people)

Wark style reform indicators. 2020 2021 2022 | 2023 Target

Civertime workiOfi-day wark
Number of offenders of the
upger limit requlatian
(1) Overtine week i &7 [y 1€ s

() Cvertime work + Off-daywork | (2) 89 | (2 © 12 4
Less than 100 haurs per morth

(3 Oevestirne wiork « Off-day work 3190 @ az W5
Less than B0 hours in 2-5 months

(#) Crertime wiork exceading (4) 263 (4) 203 ) 63
45 haurs Up ta & mordhs per
year

‘We regulary monitor and measure absentesism,
prezenteeism, and work engagement, which are health
management indicators related to employes productivity and
organizational vitality, We have set targets and are working toward
improvements,

Indicators. 2020 2021 2022 2023 Targel
Absenteeism 0.65% 0.64% 0.80% | Below 0.70%
Presentesism® — — | Brating | Arating
Work engagement™ — — 336 | 3.50 or higher

1 Long-term abssnteas/thoss on ong-term leave &3 a parcentaps of all emplyaes

“2 Measured based on tha Work Functionng impairmant Scale (WFun)

*3 Measured based on the Litrecht Work Engagement Scale (shortened version with 9
itemms, o LWES-g)

Recognition as a 2023 Certified Health & Productivity
Management Outstanding Organization "

Chudenko Corporation was selected under the “2023 Certified
Heslth & Productivity Management Cutstanding Organizations

Recognition Program” (Large Enlerprise Category) on March B, 2023,

The Certified Health & Productivity Management Quistanding
Organizations Racognition Program was established by the
Ministry of Economy, Trade and Industry (METT) in FY2016 to
highlight large enterprises as well as SMEs with particularly
outstanding health management practices, with the aim of
creating an environment in which such enterprises can gain
recognition from employees, jobseekers, related enterprises, and
financial institutions.

= 2023
BRESERREL

Health and productivity

“Kerko Kewi® is a registerad trademark of the NPO Kenkokeiei

wek fitpssesww . chudenko. achy

Response to COVID-19

In response to COVID-19, the Company set up a
Countermeasures Headquarlers under the General Affairs
Department of the Head Office Administrative Division in March
2020. As well as devising infection countermeasures failored to
the changing situation, the Headguarters gathered informaticn
and sharad it with Group companies in Japan and overseas.

Although the Countermeasures Headquarlers was dissolved
on May 8, 2023, we will continue to monitor the latest
information and implement meazsures to prevent the spread of
COVID-19 and other infectious diseases. At the same time, we
will strive to ensure business continuity while securing the health
and safety of employees and thelr families, and preventing the
spread of infection,
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Quality

Increasing customer satisfaction

In order to increase customer satisfaction, we are working to
reduce nonconformities nat only in finished facilities (functions,
performance, elo.), but also in the overall construction process,
‘We are also seeking to improve construction and operational
quality by strengthening managemant systems related to
construction quality and carrying out thorough stafl education
and by enhancing communication with customers.

In addition, we conduct customer questionnaires and seek
their feadback regarding the status of our construction and sales
activities, opening the way to increases in customer satisfaction.

IS0 9001 registration status

Applicable

standards IS0 9001: 2015
Data registersd  March 31, 2000
Reglstera

il s hserate Chudenka Corporation

Scope of acthwties  Design and construction of electrical, information
communication, ak-conditioning, plumbing and
sanitary equipment, and related faciities;
canstruction work for overhead power lines; dasign,
manulacture, and construction of electhcal
equipment (switchboards, control boards, ete.)

Relevant business  Supervising Branches in Hiroshima, Okayama,

lozations Yamaguchi, Shimane, ard Tetlon, Tokya/Osaka
Headguarters, Electric Power Construction Plant,
Equipment Plant

Registration -

s JOAONMAES S

Examinig and —r
registering body Japan Quality Assurance Crganzation

Operating a management system
for nonconformities

As well as ensuring a response in cases where a conformity
related to construction quality has caused problams for the
clstomer, the management system enables us to unify
information management, understand the status of processing
and similar cases, and prevent a recurrence.

Implementing internal inspections and
on-site guidance

To ensura construction quality, we conduct internal inspections
of facilities before delivering them to customers, We also strive to
ensure quality by conducting on-site guidance where appropriate
according to the progress of construction,
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An inspection in progress

Coexistence
with Communities

Providing employment opportunities

1-day work experience

The Company operates 1-day work experiences (summear/winter)
to help students choose an occupation, and encourages
research into the industry and companies.,

Enabling students to visit workplaces and sites, and to
axperience business operations for a day allows them to get a
real fesling for employment in the construction industry, and
provides answers to such questions as "What kind of work do
people do every day?” and “What do they keep in mind while
working 7"

{in fiscal 2021, we held a WEB 1day webinar due to the impact
of COVID-19.}

1-diay work experience

Summer work visits to Chudenko

In cooperation with the *Summer Science and Technology
Challengs” initiative being lsd primarily by the Gender Equality
Buraau Cabinet Office, the Company holds "Summer Work Visits
to Chudenko” targeting female junicr and senior high school
students and fermale college students with an interest in fislds
refated fo science and technology.

As an inliative to support therr fulure career paths, we
arrange our work visit programs and provide opportunities for the
participants to have discussions with female engingers.

A chance to pilot a drane

VA Talling simulation

On-site lectures at external organization

Qur highly experenced Hiroshima Certified Meister” employees
(4 people) and instructors who have participated in the National
Skills Competition visit technical high schools in the Chugoku
region to give on-site lecturas.

The aim is o impart the enjoyment of creating things and 1o
support the indihaduals who will be responsible for the future by
sharing their own experiences while providing technical
instruction and practical demonstrations of electrical work,

4 system that seeks to raise society's appreciation of technicians, fostar regpect

Tor thiem, raise technical standards, develop and pass on skils, and pramote the
development of successors by certifying partculary competent technicians in
Hircshima Prefecture, As of “**July 184, 2022, 159 individuals in 32 different
occupations are cerified.

On-site lectures &t extamal organization

Holding Online CI on Electricity

Online Classes on Elactricity is an initiative that we launched in
Fy2022 with the aim of deepening understanding amang
elementary school students on the importance of electrcity,
elactricity genaration and transmission machanisms, the dangar
of lectricity and safe usage, as well as the SDGs. The studio,
elementary school, and Chudenko Corporation (Practical Safety
Training Building) ara connected online to conduct reality-basad
classes, We plan to continue holding these classes after FY2023.

Onine Classes on Electricity

Chudenko Running Team

The Running Team was established in June 1990 with the aim of
anergizing employees, improving the corporate image, and
enhancing cooperation with local communities,

The team's greatest geal is the New Year Ekiden, and in 2023,
it achieved its best record so far by ranking in the top eight.

The team also cooperates with the local community by
organizing a “running school” and cooperation on other events,

Running school

Implementing “Customer Appreciation Month”

“Customer Appreciation Month® began as “Days of Magokoro
(Sincerity)” in 1992, based on the idea that companies can grow
only when they are trusted by local communities and local
people, Since 2004, the event has been held in November every
year with the new name "Customer Appreciation Days,” and the
activity period has been changed to ona month from fiscal 2021,

Every November, each business location conducts the
volunteer aciivities in the local community such as cleaning roads
and parks.,

f

Cinaning streatiights in the Paace Ciaaning of Mizuki Shiger Fioad

Memorial Park {Hiroshima City) (Sakarmmato City)
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Investment and Use of Intellectual
Property and Intangible Assets

Purpose of investment and utilization of
intellectual property and intangible assets

Chudenko considers intellectual proparty and intangible assets 1o ba
the sourca of its corporate value. We strive to Improve corparate
walue through a virtuous cycle of investment and utilization of
intellectual property and intangible assets based on our "Policy on
Investment and Utization of Intellectual Property and Intangible
Assets" in order to achieve the sustainable creation of high added
value, consistency with management strategy and managerment
issues, an effective execution system and pursuit of govemnance, and
securing funds for further investment by improving comporate value,

Policy on Investment and Utilization of Intellectual
Property and Intangible Assets

In order to sustainably create high added value and improve
-corporate value, we have established the following policy on

. tand of >tual proj and

intangible assets. _

“ Re 1 and assets as
the source of value, and pror ! that
are of the acquisition, and ion of

t 1al property and in e agsets in all aspects of
business activities,

# Make use of cutting-edge technology to engage in

that pi 0 bl -
TR S oo
. op human who the
tion, and of intell | property and
intangible assets.
# Comply with laws and regulations to protect the

A perty and assels owned by the
‘company, and to respect and not infringe on the
property and in assets of others.

Creation of a virtuous cycle to improve corporate value

Since mteliectual property and intangible assels include industrial
property rights as well as technology, customer base, and trust,
wa believe that our sales and construction activities, strangthening
af syslems for the stable supply of electricity, and efforts to

expand order opporlunities are business activities thal enhance
the "Chudenko brand® and improve our corporate value.

On this basis, Chudenko reinvests the profits earnad in the
development of new technologies such as single-phase
synchronized power inverters (SS1), joint research with
universities, entry into new businesses such as the PPA business,
human resource developmeant, education, and promotion of DX
Lo improve productity, creating a virtuous cycle for the
enhancement of corporate value.

Governance and risk management

o promote the mvestment and utibzation of intellectual property
and intangible assats, we have appointed a person to oversee
the utilization and management of intellectual property and
intangible assets in the "Sustainability Fromotion Team.”
Furthermare, we ara engaging in thorough risk management to
minimize the impact of intellectual property risks, such as infringement/
aggrievedness, and leakage of rights, on our management,

Reference: Source of improvement of our corporate value

Item Disclosed mformation

FY2022: ¥219 millian

RED cxpensct FY2021: ¥225 millon

Mumber of registered patents 80 {as of March 2023)

Number of registered customers | 3800 (as of May 2023)

Members of the Chudenko

5 :
Association 714 companies [as of March 2023

Effect of improving sales
by strengthening urban areas FY2018 - Fyaozz
(Breakdown of urban 15.0% 30.0%
area net sales)

Number of ZEB orders received | 12 jcumulative up to March 2023)

Internal-consumption solar .
power facilities (PPA project) Fx_zhiilz r%meJ
Power generation plan - :

Rei in new i

| property and intangible assets [

QOutcome: Acquisition of profits, etc.
= Expanded order opporiunities and secure profits
in the Chugoku region and urban areas
A isition and ion of |

and know-how
= Earned trust from local communities

Output: Handover of deliverables

+ Handover of high-guality construction
properties

* Stable supply of electricity and prompt
restoration In the event of a disaster

* Provislon of customer's decarbonization support
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Ihputs: Our strengths
= Construction track record with high technalogy
4 A track record of supporting the stable supply
of alectncity
h = Efforts to expand business foundations in
\J the Chugoku region and business in urban areas

Sales and ctiviti

= Sales activities in the Chugoku reglon and
urban areas

= Electricity, air conditioning, water supply, new
iom of ¢ ¥

P of bullding upgrad
= Construction and maintenance of power facllities
= Actively propose ZEB and PPA projects

ESG Initiatives

Corporate Governance

Basic stance

Cur company motto and mental foundation is a heart of
truthfulness, a heart of honesty with no ill feelings, a pure heart, a
selfless heart, As a general equipment engineering company, we
have established a corporate philosophy that makes it our
mission to contribute to the development of sociaty by creating
value added 1o everyday life and the business snvironment for
our customers, Our corporate philosophy lays out the specific
direction for the Company.

Corporate governance structure

Based on this philosophy, we will improve the efficiency and
transparency of our management and also enhance the
supenisory functions of our Board of Directors, intemal audit
divisions, and corporate auditors with the aim of becoming a
company that is trusted by all our stakeholders.

Furthermore, we agree with the basic thinking behind the
Japan's Corporate Governance Code and pursue the best

possible corporate govarnance, working continually to enhance it

General Meeting of Shareholders

Audit and Supervisory
Commities

Nomination Advisory Committes

Remunaration Advisory
Committes

crting
of busnoss

Business
| Audit Division

Execution of business

Superdsing
Branches /
Brancheas,
Tokyo/ Osaka
Headquarters,
Electric Power
Construction Office
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Board of Directors

The Board of Directors is comprsed of 11 directors (six of whom
are independent outside directors). Meetings are, in principle,
held once a month. The Board of Directors makes decisions on
important matters of business execution and supervises the
execution of duties by directors.

Audit and Supervisory Committee

Chudenko Corporation transitioned from a company with &
Board of Corporate Auditors to a company with an Audit and
Supervisory Committee at the 107th Annual General Meeting of
Shareholders convened on June 27, 2023,

The Audit and Supenisory Committee is comprised of four
directors who are members of the Audit and Supervisory
Committes (three of whom are outside directors),

It iz responsible for establishing audit policies and plans, and
conducts audits on the execution of duties by directors based on
these policies and plans, In addition to receiving regular reporis
from the accounting auditor on audit plans and results, the Audit
and Supervisory Committes also deepens cooparation with the
accounting auditor by observing audits conductad by the
accounting auditor, as well as sharing information and
exchanging opinions in a timely manner, thersby working to
improve the guality and efficiency of audits.

Furthermore, the Audit and Supervisory Commities receives
reports as necessary on the internal audit plans and the
implermentation results of internal audits from the Business Audit
Division, which is an internal audit division. It also enhances
coordination with the Business Audit Division by sharing
infarmation in a timaly manner, thereby working to improve the
quality and efficiancy of audits.

Individuals who have knowledge related to finance,
accounting, and legal affairs are also appointed as members of
the Audit and Supervisory Committes.

Management Policy Council

Matters related to the execution of business are entrusted to the
Represantative Director and President to the extent possible.
Howsver, important matters related to management, including
matlers o be submitted at Board of Directors mestings, are
discussed al Management Policy Council meetings, which are
held at least once a month in principle and attended by the
representative directors, managing executiva officers, and
members of the Audit and Supervisory Committes.

Al the same time, efforts are made to strengthen the audit
function and enhance the efficiency of business execution by the
Board of Directors by delegating executive authority to the
managing executive officers and executive officers, and by
clarifying the business execution responsioilities,
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Nomination Advisory Committee

The Nomination Advisory Committee is an advisory body of
the Board of Directors, established with the aim of securing
the fairness and transparency of the Board of Directors and
strengthening its supervisory and audit functions. It
deliberates on the appointment and dismissal of directors,
among other matters.

The independence and objectivity of the Nomination
Advisory Cornmittes is secursd by ensuring that the majority of
its members are independent outside dirsctors,

Remuneration Advisory Committee

The Remunsration Advisory Gommittes is an advisory body of
the Board of Directors, established with the aim of securing the
fairness and transparency of the Board of Directors and
strengthening its supervisory and audit functions. It deliberations
on the remuneration system and standards for directors, among
other matters.

The independence and objectivity of the Remuneration
Advisory Committes is secured by ansuring that tha majority of
its members are independent outside dirsctors,

Outside officers

The seven outside directors share information and provide
opinions from a neutral and objective standpoint when they
attend not only Board of Directors and Audit and Supervisory
Committes meetings, but also Executive Management Council
meetings that are attended by directors, general managears,
division managers, and branch managers. By doing so, it works
to revitalize the Board of Directors, strengthen management
oversight functions, and enhance the effectiveness of audits,

Eftarts are also made to enhance the information gathening
capabilities of outside directors, such as by holding opinion
sharing sessions more than once a year attended by the
representative directors, members of the Audit and Supervsory
Committes, and outside directors fwho are not members of the
Audit and Supervisory Committea). and reporting on the audit
results of cutside directors (who are not members of the Audit
and Supervisory Committes) by full-time members of the Audit
and Supervisory Commitles,

Support system for outside directors

The Board of Directors Secretariat (General Affairs Department [in
charge of secretarial affairs]) serves as the point of contact for
outside directors (who are not members of the Audit and Supervisory
Committee), while the Office of the Audit and Supervisory Committee
sarves as the point for contact for outside directors who are
members of the Audit and Supervisory Committes, These offices
support the outside directors in their execution of duties, such as by
notifying them of the annual schaedule for Board of Directors and
Audit ana Supenisory Committes meetings,

When Board of Directors mestings are convened, they send
out meeting materials in advance and provide a prior explanation
of the agenda. For directors who are unabla to attend the
maatings, they also report on the averviaw of the proceedings
based on the minutes.

In addition, they provide precisely the information needed by
attending and participating in Executive Management Council
maatings as well as sending out maeeting materials and reports.

Internal audits

Eight dedicated staff members are assigned to the Business
Audit Division, established under the command and order of the
Representative Director and President and the Audit and
Supervisory Commillee Lo cary oul the work of conducting
internal audits.

Based on the Madium-Tarm Managament Plan, and with the
objectives of enhancing management efficiency and improving
operations, the Business Audit Division prepares internal audit
plans, conduct audits on the status of business execution in the
Company from the viewpoint of the legality and appropriateness
of operations, and reports the audit results to the Beard of
Directors and Audit and Superisory Committes,

The Business Audit Division also reports to the Intermal
Control Committee on matters in the intemal control system that
require improvement.

Accounting audits

Deloitte Touche Tohmatsu LLC has been appointed as the
accounting auditor of the Company. Two certified public
accountants execute accounting audits for the Company.
They are assisted by 14 other certified public accountants and
28 athers.

The Audit and Supervisory Commitiee takes appropriate
steps to ensure that proper audits are conducted, such as by
helping the accounting auditor recognize its responsibilities
through the selection procedures of the accounting auditor, and
providing information where necessary,

The accounting auditor and the president engage in regular
discussion (at least once a year) and meet as necessary when
raquested by the accounting auditor.

Officer remuneration

The amount, method of calculation, and policy for determining
officer remuneration are detalled below.

1. Basic thinking on officer remuneration
= Provide an appropriate amount as basic remuneration for
the performance of duties,
+ Build a remuneration structure that leads to ongoing
improvement to corporate value,
= Ensure that the compensation structure is easy for
shareholders and other stakeholders to understand.

2. Basic policy on officer remuneration

a. Basic policy on remuneration for directors (who are
not members of the Audit and Supervisory Committee)
The remuneration for directors (who are not members of
the Audit and Supervisory Committee) consists of basic
remuneration, which is fixed, and performance-inked/stock
price-linked remmuneration, which are variable,

From the standpoint of their rale and independence,

outside directors are only paid basic remuneration,

» Provide basic remuneration for the performance of duties,

= Provide performance-linked remuneration to further
incentivize improvement of short-term performance.

* Provide stock price-linked remuneration to incentivize
improverment of medium- to long-term perormance and
aim for improvement of the stock price,

b. Basic policy on porate auditor r i
Corporate auditor remuneration consists only of basic
compensation, which is fixed, in light of their role,

» Frovide basic remuneration for the performance of duties,

3. Policy on ining the t or thod of
leulating individual ation and timing of
payment

a. Basic policy related to directors (who are not members
of the Audit and Supervisory Committee)
O Basic remuneration
The amaount of individual remuneration is determined based
on crileria thal are established by position according 1o role
and responsibility and is paid in cash monthly.
O Performance-linked remuneration
This remuneration system varies according o consclidated
operating profit, The amount of individual remuneration is
determined based on the criteria that at each level of
consclidated operating profit, standard remuneration
amounts are established according to position, and these
are then adjusted according to the level of the individual's
contribution through the performance of their duties, The
amount is paid in cash at the end of the individual's term of
office in June of every year.
) Stock price-related remuneration
Restricted stock remuneration is paid to directors.
The number of shares to be paid 1o each individual 13
determined based on the amount equivalent o the shares
granted by position according to role and responsibility and
the stock price on the business day prior to the date of tha
rasolution by the Board of Directors related to allocation of
shares, Every year, the Board of Directors passes a
resolution on the allocation of shares within one manth of
appointment of directors, and the shares are paid within
one month of the date of the resclution.
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b. Policy related to corporate auditor remuneration.
The amount of individual remuneration is determined based
on criteria that are established by position according fo role
and respengibility and is paid in cash monthly.

B

. Policy on d ining the p of i
remuneration

The ratic of basic remuneration to vanable remuneration
{performance-linked and stock price-linked renumeration) for
directors (excluding outside directors) is around 5:1-5 =0 that
the rermuneration functions effectively as an incentive to
continually improve corporate value.

Outside directors and outside corporate auditors are only
paid basic remuneration.

5. Method of PR ; "

Tao enhance the transparency and cbjectivity of tha process
for determining basic remuneration and performance-linked
remuneration for directors (who are not members of the Audit
and Supervisory Committee), remunerations are deliberated
on by the Remuneration Advisory Committee, which is
comprised of a majority of independent outside directors,
then determined by the Reprasentative Director and Chalr
and the Representative Dirsctor and President, who are
tasked with deing so by the Board of Directors.

Stock price-linked remuneration is determined by the Board
of Directors based on the deliberations of the Remuneration
Advisory Commiltes,

Basic remuneration for directors who are members of the
Audit and Supervisory Committee is determined in
conzultation with directors who are mambers of the Audit and
Supervisory Committee, based on the deliberations of the
Remuneration Advisory Committes,

Performance-linked remuneration table
(Resolved on June 27, 2023)

sonsolidated Remu

operating profit level amount

¥12 billion or abova Up to ¥160 millan

¥8 billion-Less than ¥12 bilion Up to ¥120 milkon

¥6 bilion-Less than ¥8 bilian Up to ¥90 milian

¥4 pdlion-Less than ¥6 bilion Up to ¥&0 milion

¥2 pdlion-Less than ¥4 bilkon Up to ¥40 millon

¥1 bllion-Less than ¥2 bilkon Up to ¥20 milkan

Less than ¥1 bilion o

Mote: Perlormance-linked remuneration s paid to directors, excluding outside
directors.

Total amount of director and corporate auditor remuneration in FY2022

Officer
ication

Directars 318 20 7a 36 14
(Dutside diractors) 2a) (24} - - 14
%orth&atc audlto;s 6a as = _ &
(Outside comporate
audimr:?) (e 18 = = @

Mete: Performancs-linkad remuneration shown in this table i not paid cut based on the Performance-linked Remuneration Table resclved at the Annual Gereral Magting
of Sharehoidars hald on Juns 27, 2023, shown above, but is basad on the Performance-linked Remuneration Tabla rescived at the Annual General Meating of

Sharcholders held on June 27, 2017,
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Corporate Ethics Committee

With regard to corporate ethics, the Group has established a
Comgliance Policy that fleshes out the code of conduct of the

Corporate Philosophy and serves as the madel for employee behavior,

I addition, basic matlers relaled 1o efforts to promole
corporate ethics have been set forth in the Corporate Ethics
Rules, and a Corparate Ethics Committes has been establishad
to ensure the faimess of business activities and allow the Group
to maintain and improve the trust it has received from
shareholders, customers, local communities, and others,
Maoreover, we have established a Corporate Ethics Helpline to
field questions and concerns regarding legal violations or
corporate ethics-related problems occurring in the course of
carrying out operations.

The Corporate Ethics Committee is comprised of the Chair,
the President, the Vice-President, and three outside experts. In
principle, it meets twice a year and is attended by members of
the Audit and Superdsory Committee. It deliberates on matters
related to promoting corporate ethics awareness and reports on
the content and resulls to the Board of Directors.

Disclosure of information to shareholders/investors

Internal Control Committee

‘With regard to internal control, the Board of Directors has
decided on the "Basic Policy for Building an Internal Control
System to Ensure Appropriate Business Activities,” and is
developing this systerm so thal the Chudenko Group can work as
ane to promote appropriate business actiities. Based on this
basic policy, the basic matters for enhancing and promoting
intemal control throughout the Group have bean set forth in the
Internal Control Rules, and an Intermal Control Committes has
been established,

The Internal Control Committee is comprised of the
President, the General Manager of the Planning Division, the
Ganeral Manager of the Administration Division, and the General
Manager of the Business Audit Division. In principle, it mests
lwice a year and is altended by members of the Audit and
Supervisory Commitlee. It deliberates on mallers relaled o the
enhancement and promotion of intemal control and reports on
the results to the Management Policy Council. OFf these, it also
refers important matters to the Board of Directors.

Al lzast once a year

Most recent events

Regular IR conferences
for individual investors

® December 14, 2022 Company explanatory meeting for individual investors

The president explained the business performance, medium-term management plan,
shareholder returns, and other matters through a live webcast. A recording of the video will be
distributed on the web at a later date.

Held regularly, twice a year

Most recent events
Regular IR conferences
for analysts and
institutional investors

® Novemnber 25, 2022 Financial results briefing for 2Q FyY2022
® May 31, 2023 FY2022 Financial results briefing

The president explained the business performance, medium-term management plan,
shareholder returns, and other matters through a live webcast, A recording of the video will be
distributed on the web at a later date.

We publish sharehelder and stock information {General Meeting of Shareholders, Articles of
Incorporation, dividends, shareholders memas, etc.), Integrated Report (Chudenke Report),
consolidated financial results, securities reports / quarterly reports, financial results briefing
materials / company information session materials, business reports (IR communications),

Publishing of IR materials :
i our website.

and other IR materials (such as notices of revision of performance or dividend forecasts) on

IR information hitps:/‘www.chudenko.co jp/info/
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Management Team

Director

20126  Managing Director; Deputy Goreral Managar, Pawor
Girsration Dhison; Gererd Manager, Prapery Management
Dhiior, Th Cl Frwscr Company, incop

20136 Managing Diracior: Depuy Sarvl Manager, Power
Gergelian Dissgon; Hoar, Kpmiwsos Nuciar Power Plird

Sitirg Praect

20166 Ruproseriatve Director and Ve ortt; Dty Gonersd

Manager, Power Gener aInnDl.um aad, Karinazeki

Ruckear Power Flant Sitng

Repeeserratg Chacior sl Vi Freskdert; Gomerd Manages.

Pawer Generation Chision Marminaseks

Piawcr Fiant Stng ot

W66 for ancl Vice Frasident &
4 Miriagie, Pown Gensesion Divsion
2186 Hop-wn Dinetor & ot Crckek
20226  Represeriative Cin t‘l-lbﬂ’\l\}lc\ of the Board of O
Chosrrhs et Ecu
. < oo Ehrier Evmealio i P . Germeal
Akira Sakotani cpsraticns
eprasantal i charge of Salety. Santation, Cusly, and Endroemantal
Regresuaho Dibclor Ceparment and tho FLrchasing Deparmert icurent ostian

Jored Chuderks

Gareral Manager, Conskuction Deparimant,

Tokyo Hasdquatars

Sslka Dipanmerk. Tokyo Headaancrs

Gareral Manacer, Sy Dopgimed, S 01

nagr, Sk nmam-

g Elt\.ulnu OMicar aned \:u'»&! Manages,

Tokya Hascquartrs

Direciar, Managing Executre Officer, and Genemil Manager,

Enginssrng Dnisior: Fespensibes for Tokyo Headoueners

Cirootar, Semvor Maraging Executee Officer, and General

hanagur, Engnerng Chviskor: Fesncasils for

Tekye Hasdquatar

Fiaprasantiniv Ci o Mnaoing Execuiive Ofices,

o Corvd MR, EnGHInG DisEion; Fosoanstin o

Tokyo Hasdquariers

Pipeagedatos iacor Execate Vion Prasidunt

% " serersl aperalions.

Kiyofumi Ueno i charg o el D, Esamiato Dt Saty,
ive Di Sanitation, Gualty, an Emaranmertis Deparmert and

m‘?ﬂﬁ'ﬁ':’w Purchasing Dopariment (cument. pasivcn)

Pregident

20116  Exocutive Dfcor ard Manager, Dkyama Branch,
ugoka ERGING Powar Compiany, Incorporated
:  Gercral Manager, Fragarty

EET

Anagemant Division
20146 l—»o-m«. Dfcir g Manager, TowyD Brarch
20166  Managng Exseuive Offce E‘a-e«u Marmger,

Fraperty Managemert O
20174 Director, Managng Elz:d we(_llicu Gereral Manager.
Crisiar

Fraparty Managemert Dmsm

Lot r.4x aral Mara;
Pragaity Mansgement, Ciisin
20104 Statuiony sdler, Ghudensn
20106 Drector: Maneyng Evveis fices; Gererd Mirvsr,
15 Coo-creabon Dhwsian, Tha Chugreka Electne: Power

Takafumi Compary, rccmanind
sh' Btﬂ 20206  Fepresentative Directar and Vioe Prescent & Executive Ofioer;
g r charge of perscrnal cevalapment: Genersl Manager,

FReprasentative Dirsctor

and Prosident Reinfarcament Proj
22K Repmesntath O

fourren) postio

Fracueaman Duscn; Managor, Kuckar Fower Mlant
et
10 andt Prasidan, Ghudsnka

Outside director

Divector, Gerersl Manaer, Busiess Logiaics Divisin, Mazisa
otor Comporntion

[;( e and

= ive Officer

r"

Marager, Production Engresring T
i Gareral Manager, Production Engines

0

Expculve Officer and Gareral Manager, Oually Division
Managing Exceutra Offcar and in charga of Cualty Assuranca
and Erwiarenae
r;.uu;rg Exccuthva Officar and Ganseal Managas, Domestc
sinEs Discn
0 Esnculive Officar, in thargo ol Domosis Busisss.
Gernesl 4t Busiowss Division
in chirge of Domest Busines

N’ana:l'gl:-zculnr\.ﬂwa'um thare of Damestic
Businass, Floet Saos, and Customer Service

Chaipaman af Magds Modar (Ching) Co.. Lid
Nobuhide BMEE e, Sovor Maraging Executh D‘ﬁm avaipht ol
Inamoto Oporgtions n Cring Domastic Salsa, Foat Balus No. 1, n

Chairpen o Mazda Motor (Chingg

cl-a of Gigtal Aukitng
Outside directar Rt

;S utive Offices, aversight of
waikies . China, Damesh S.Jes Fleet Sains. and in ciame
of Giokal Auding
Birpciar, Servee Manaping Evscutive Dficer, aversight ol
Dperations in Crina, Damasiic Saks, Fleat Saes

HBE
20206

23 Ewecutive Dficer ard in charge af Comarte Frann " Grrup,
Fnad Ofice Administraton Chsien, Termaya O

20135 Director and in charge of Comarnate Planning rm.n
Aamnkiratian Divsion

20124 Director and Canaral Manager, Coeporasa Flanning Diisian

20161 Diaior. Ganers] hanaga, Saes Citsan, and Ganar

e
27E

ot "

Busiress Dhision, and Genery) Manager, Okayama Man Store

201712 Feprecantatie Disctor and Presidert, General Manager.

o enl Siore Busness Dhson

20182 Fepmsentatie Drector and Proskdon, General Manager.
Deparimant Slore Busness Dhson, an Gerera Manager,
Carporatn Dkigion

20216 Director, Chudanka jctmen postion)

2MP2A Dwethor, Toewnsm Co., L fourant poation

Shigeki Ekuni

Outside director
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Juined Fuji Eleciiic Marwfactusing Co,, Lid,

Feanirch Asbistant. School of Scwnce and Enginosring
Agsistant. W -ula')u-e-au

Fioesirch Assocish of Eirgoein, Hrashira Untrsty
Amzocisie Plu'e-s.o( School of Enginesning

g Fasearhor, MR Urvverary. Candda

Frofessar, Gracuatn Schod of Engnpanng. Hrosnima Untrsity
‘ice-Doan, Gracuale Schodl o Enginoenng

keo-Daan, Graciats Schodl of Enginaeng, and Wea-Doan,
Sehoal ol Engines:

g
i Schoot of Arvanged Science e

oy (KOSEMY, Kume
Specially Appointed Professor and Honarary Professar,

Grackate Sohoal of Afvanced Scence and Engiréenng,
Hioshima Linkvaraty fourant pestian]

Naoto Yorino

Outside director

Jeined Toto Kk Ca., Lid frow TOTO Co., Lid)
1 Joinod Kagawa Gasuen

Joinad AYUMI fudt Corpcration
Fieiziered a5 Cerilied PULAC Accountant (cument pasilion)
tercd A Certiied Pubks Tax Accountant feuent poabian)
siting Fim foament pasition|

sigmek Dhacior, Distoyohdh ke Gomerstion (eurert poationt
Dhrgctioe, Chudni itummend postion)

Haruko Murata
Outside diracior

Directors who are members of the Audit and Supervisory Committee

19814 Joinad Chucsnka
2011.6  Manager, Becretaral Offce; Gonaral Managar, Human
eaoiaces Denadmant
20136  Execfive ﬂliaet Manager, Secrelaral Ofice; General
rviger, Human Fisscures Dapartmet
20148  Director and Execuive Oficer; Manager, Secretanal Office;
Gereml Marager. Genora Attirs Depariment, n chargs of
Human Aescurces
HN6E  Diractor, Managng Execuibis Oftcer; Goreral Manager,
Admiistraaon Divion
0196 Swancing auar
2023 B Audt and Supsrdsory Commies ful-re kvent posion

Hidefumi Ogata
Director

Audit and Supervisory
Committes

Inerwity appointed]

Janpd The Hiroghima Bark. Lid.

Manager, Imabari Brarch, The Hinshima Bank, Lo,
Managing Exsculien Offcar anc Maragar, Imatar Branch,
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Mg Director and Maraier, Eaalem Regons
Hearkquartons, Tha Hiashena Sark,

Diresctor and Sen naging Exscuthe Officer. The.
throshisea Bk, Lid.

Prezidem, Repressrtative Diractor, and COO, YORDOSHI
HOUEINGE ING.

Diractor, F.D.C. PROGUGTS INC.

At Sammikss, Ch

Toru Hirota
Outside Dirsctor
Audit and Supervisory
Committes

Inewly Bppointad]

Kumi lioka
Outside Director
Audit and Supsrvisory
Cormenities

[rawly appainted|

Hiroyuki
Yoshinaga

Ouitzide Director
Audit and Suparvisory
i

Gommittan
[newly appainted]

16684 Fegislerad with ha Hrcshima Biar Association oeent
pagtticn), joinnd Magokaro Law Offica

35074 dokvad Himawad Law Offco furorn  posston

20198 Aucio

0236 Al td Superwiecry Corrviiioe, Chisderka urmant poshion]

Joined The Chugaku Electric Fowe Company, Incorpcrated
5.12 Manager, Human Hosourcos Davaiopment Drision, Tha
gk Ekclnic Powsr Dompsny, recmonlid
0135 Manager. Comphance Promeation Division (Secria
T Ecing Power Compary, ncomornled
SR04 Executhn Officer and Marager, (‘aulpln 1o Prormaton
vizion {Hecretansl. The Chugois Bectric Power Company,
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Eavaicpment Bhison, Tha Crugaies Eiecine Fower Compary,
Incomerated (cunent pskcn|
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Chiskerd mnl

Skills matrix

The following details the expertise and experience of Chudenko’s directors.

Technology
Canstruction

uality

Legal affairs Financ
Governance | Accounting

Akira Sakotani [ ] @ ] @

Takatumi Shigeto [ ] ] @ ®

Kiyofumi Ueno [ ] [ ] [ ] @
Nobuhide Inamoto """ @ @ ® @
Naoto Yorino o Y ) @ ® ]
Shigeki Ekuni Pl I [ @ &

Haruke Murata il o ] L ®

Hidefumi Ogata [ ] ® ] ®

Kumi lioka bisioh e ® @

Toru Hirota il Y @ ) 2

Hiroyuki Yoshinaga | o= L]

]

®

®

Mata: Tris fabls indicates (with the marking of the syrmbol) the fiskds that are applicable to the main sxpertse and axpariences of sach indiidual, but dees not show all the

anpas of expertise and expenence thal the direclors possess
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Messages from Members of the Audit and Supervisory Committee

Based on our corporate phi phy, we will img

the efficiency and D 1cy of our g and also ent the

oversight functions of our Board of Directors, Audit and Supervisory Committee, and internal audit divisions, the aim of

becoming a company that is trusted by all our stakeholders.

We spoke with Hidefumi Ogata and Kumi lioka, who were newly appointed to the Audit and Supervisory Committee in fiscal 2023,

Hidefumi Ogata
Director

Audit and Supervisory
Committee

[newly appointed]

Q1. About your role.

To strengthen the oversight of the Board of Directors and
enhance corporate governance, we transitioned to a
company with an Audit and Supervisory Committee. Could
you please share your understanding of your role as a
member of this Committee?

As an execulive, | have been actively involved in reforms,
transformations, operational efficiency improvements, and mindset
shifts since the 2010 as we worked loward breakong away from
the old structure of Chudenko. | think that this transition to a
company with an Audit and Superdsory Committee marks a
significant milestone, representing a change in the management
structure since the Company's establishment. My role as a
member of this Commities is to collaborate with outside members
of the Committes to conduct audits on the legality of operations
and to gather information by leveraging on my past experiences,
knowledge, and networks. Additionally, | strive to information with
oulside directors, including oulside members of the Audil and
Supervisory Committee, and by possessing voting rights in the
Board of Directors, | recognize that | play a role in oversesing the
appropriateness of business execution.

Furthermore, and more importantly than the above, is the
relationship with the internal audit divisions and cooperation with
the accounting auditor. One of the challenges In making the
transition to a company with an Audit and Supervisory Committes
this time was to ensure that the outside directors form the majority
{7 out of 11 members). With this, | anticipate that the Board of
Dirgctors will be an effectively governed body that reflects various
inaights and opinions beyond Chudenko's corporate cullure,

Q2. Evaluation of Chudenkeo's governance and recognition
of its challenges

How do you evaluate Chudenko's governance, and what

issues do you think the Company should address in order to

achieve further growth in the future?

The foundation of our corporate operations lies in steadfast efforts

toward safety, compliance, and the establishment and operation of

an internal control system.

CHUDENKO Report 2023

Firstly, with regard to safety, we have established Safety and
Quality Departmants in the Engineering Division and Electricity
Division, enabling coordinated responses with the Safety,
Sanitation, Quality, and Environmental Department. We have also
put in place a system where all accidents, even minor ones, are
promptly reported to the head office.

Mext, in the area of compliance, | have a real sense that the
compliance education circuit that we have continued to implement
evary year and efforts to promaote awareness about the corporate
ethics helpline have yielded results.

Additionally, by discussing the approval of maasures fo pravent
recurrence of misconduct incidents in the Corporate Ethics
Committes, which cutside mambers are also invited to sit on, |
think that wi have been successful in gather insights and opinions
from members outside of the Company.

With regard to intemal control, we conduct self-evaluation for
each item, and perform checks and revisions of the evaluation
items. This allows us to make judgments and report on their
effectiveness. Furthermore, | think it is important to continue with
these efforts while refining them alongside checks by the internal
audit divisions.

Looking ahead, | think it is necessary for us, as a corporate
group, to enhance govemnance within the Group companies.
Improving govemance is an ongoing effort, and there is a constant
need to strive for a better governance environment, Above all, |
place great importance on communication and emphasize the swift
and proper transmission of information to the management,

Q3. Expectations for the future
Please share your expectations and requests for
Chudenko's executive team in the future.
Chudenko will celebrate its BOth anniversary in 2024, We are a
general equipment engineering company with valuable corporate
values such as technical expertise and credibility, built up through
the passion and efforts of our predecessors. Our industry, which
handles indispensable infrastructure for daily life, contributes
significantly to society. | hope that all our employees can take
pride in baing a part of the Company and approach their work
with dedication. To achieve this, we must ensure that the
Company operates in a way that allows all employees to have
dreams and aspirations,
The Company is
currently confronted by
a challenging business
anvirgnment, with
intense competition for
contracts, rising raw
material prices, and
labor shortages. While
improving business
performance is a
mission thal a company

must achieve, we are also living in an era in which we are called
upon to take a proactive approach to resolving social issues. |
believe it iz necessary Lo engage in aclivities while keeping in
mind how we can incorporate and leverage certain themes into
our Company's operations. We are aware of and already
addressing some of these issues, such as the SDGs, carbon
neutrality, and diversity.

Furthermare, in 2024, the revised Labor Standards Act will also
apply to the construction industry. This marks the final stage of the
work style reforms that we have been working on over the past few
years, and | hope that we can address it properly and achieva our
goals, Our industry is labor-intensive, but we face a very
challenging recruitment environment due to the "3Ks" and "5Ks”
image of the construction industry, alongside the demographic
trends of declining birthrates, an aging population, and changes in
the lifetime employment system. While we acknowledge these
challenges as a company, they are undoubtedty difficult problems
to resohe, | ook forward to collectively pooling our wisdom as a
Company and proactively addressing these challenges in order to
improve our performance and corporate value in the future.

Kumi lioka
Outside Director
Audit and Supervisory
Committee

[newly appointed]

Q1. About your role.

To strengthen the oversight of the Board of Directors and
enhance corporate governance, we transitioned to a
company with an Audit and Supervisory Committee. Could
you please share your understanding of your role as a
member of this Committee?

With the transition to a company with an Audit and Supervisory
Cormmittes, my role now involves conducting audits from the
position of a director. This encompasses assessing the
appropriateness of the duties performed by directors and executive
officers, and conducting aversight with voling rights, Hence, |
believe the scope of my responsibilities has expanded.

‘While | have conducled also previously conducted audits on
appropriateness, with a focus on legality audits, in my position as
an auditor, | believe that that | must continue to fulfill this role as
a member of the Audit and Supervisory Committee even after
this transition.

As | am a lawyer, | believe that | should place the emphasis on
checking the legality of operations. However, | also aim to pay
attention and express my opinions accordingly, in order to ensure
that management is conducted with consideration not anly for the
presence or absence of formal legal violations, bul also with an
understanding of the intent of the law, as well as with consideration
for legal precedents related 1o the inlerpretabion and application of
guidelines and legal provisions.

Q2. Evaluation of Chudenko's governance and
recognition of its challenges

How do you evaluate Chudenko's governance, and what
issues do you think the Company should address in order to
achieve further growth in the future?

In addition to setting targets in the medium-term management
plan, it has been pointed out that the Company puts conscious
focus on profit margins when considering the acceptance of
individual construction projects, Efforts to promote sfficiency and
improve operations are evident,

Regarding compliance, information regarding incidents such as
accidents is disseminated to the entire company and to group
companies (o draw
attention and raise
awaranass. In addition
to having an awarensss
of measures for
preventing recurrences
constant efforts are alsa
made to review the
methods of preventing
recurrences, such as by
changing systems.

However, thare are
times when guestions arise, such as whether the effectiveness of
infarmation dissemination may be diminishing, or if thera could be
further in-depth analysis of the background behind incidents in the
process of cause analysis.

Governance is perceived as something that is carried out from
a top-down perspective. However, the system is supported by
avery individual employes. Excessive efforts to enhance efficlency
and the occurrence of accidents ara factors that damage the pride
of employees. | hope that we can be conscious of govemnance as
somathing that brings about the growth of the company as a result
of the Individual growth of each employee,

Q3. Expectations for the future

Please share your expectations and requests for
Chudenko’s executive team in the future.

| understand that efforts are being made to address the issue of
laber shortages, which is related to the goal of increasing sales.
Given the declining birthrates and aging population that the whole
of Japan is experiencing, and the resulting labor shortage, | believe
this situation will become even more critical. | would like to request
for a resvaluation of whal constitules an altractive company 1o
start a career in and continue working in, for both new graduates
and mid-career recruits, | also ask for a strengthening of initiatves
towards achieving this goal.

As | have mentioned before, | hope that we can aim to be a
company where women can play an even more active role. Vanous
initiatives have been implemented to date for both job-seekers and
incumbent employees, such as "Summer Work Visits to
Chudenke" and the "Working Group for the Prometion of Women's
Empowerment.” However, increasing the number of management
positions requires the accumulation of both employes numbers
and years of service, Therefore, | hope that the Company will keep
up these efforts with a long-term perspactive in mind.
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Compliance

Compliance policy importance of compliance and sharing a thorough awareness of Business dsks
compliance throughout the Group companies.
Wae ara also working to instill awareness that the

One of our highest management priorities is to continuously Corporate Ethics Helpline is a tool to protect the Company Below are the main types of risks recognized as having the regular brainstorming, evaluation, and review of countermeasures.
engage in fair and appropriate operational managemant in and our employees. potential to affect the financial condition, business performance, There are other risks in addition to these, such as credit nsk
accordance with compliance. We have established a and cash flows of consolidated Group companies. related to business partners, and the risk of a drop in the market

These risks were identified based on the degree of impact value of securities holdings.
and fraquancy of ocourrence during the course of the Group's

Compliance Policy that goes into more detail on the fourth
corporate guideline of our Corporate Philosophy, which is 1o
“stick to social rules and be mindful of common sense in one's

actions,” in order to serve as a code of conduct for our officers
and employees.

Based on our Compliance Policy, we are promoting
corporate activities that prioritize compliance within the
medium-term management plan,

In the event of a serious quality problem arising from human error in the design or construction
stage of building eguipment work or the planning or manufacturing stage of our products, it

1. Risk of quality defects could result in a heavy cost burden associated with repairs or a claim for damages due to
construction or dalivery delays, and the suspension of business in conjunction with this could
significantly damage the Group's cradibility or reputation, impacting performance.

Irs the event that & business operation or process is carned out that runs contrary to the
Construction Business Act, the Industrial Safety and Health Act, or other related laws or that
viclales compliance, it could resull in a criminal panalty, suspansion of business, loss of social
credibility, hefty fine or claim for damages, which in turn could significantly damage the Group's
cradibility or reputation, impacling perlormance.

2. Risk of legal or compliance

Compliance education throughout Group companies violations

The Comoliance Division, in cooperation with the corporate ethics In the event of a significant decline in orders received because of factors such as a decrease in

3 pes 3 F 3 . capital investment by the Chugoku Electric Power Group, which iz a major business partner of
leaders of sach workplace, conducts compliance education with the Chudenkeo Group, and by ancther private company or govermment agency, the Group may
the purposa of deepaning individual understanding of tha A class at a workplace e unable to secure the necessary orders, impacting parformance.

3. Risk of decline in orders received

Tha Group has many construction sites and has implemented measuras to priontize safety, but in
the event of a work or traffic accident despite those measures, it could result in compensation for
human loss or victims, judicial or adrmnistrative penalty, or loss of social credibility, which in tum
could significantly damage the Group's credibility or reputation, mmpacting performance,

R 1
I S k M a n ag e I I I e n .t Tha Group strives to reduce costs and secura profits through repeated cost reviews before

5. Risks related to increased receiving orders and during construction, but if the cost of construction increases due to a
construction costs significant risa in matarial costs or subcontracting costs that cannot ba reflacted in the contract
amount, profitability could deteriorate, impacting the Group's performance,

4. Risk of work or traffic accidents

Business Continuity Plan (BCP) Tha Group engageas in M&As and Invests in businesses for the purpose of expanding our business
- and enhancing our competitvenass centered on equipment wark, which is cur main business,
6. Risks related to M&As and Haowaver, in the evant thal wa wera unable Lo recavar our invastment or additional expenses
As a company that is involved in the supply of electricity, we are business investments were to be incurred due to not being able to develop the acquired or invested business

according to plan despita the preliminary invastigation and review, there could be an impact on

chargad with a vital mission by our customers and sociaty in the Group's performance.

general. Therefore, it is extremely impaortant that we are prepared
for disasters. As such, we have established a business continuity
plan both from the short-term perspective of preventing
suspensicn of our business in the event of a disaster and the
long-term perspective of preventing bankruptoy following a
disaster. We regulary conduct training in anticipation of a major
earthquake, such as verification of the emergency contact
system and safety confirmation, so that our officers and
employess understand their respective roles,

The Group possesses busingss partner information and ather confidential information, and in
recent years, there have been many cases of companies falling victim to unauthorized access
and cyberattacks,

7. Information security risk If such business-related information were to be leaked externally or lost due to human error,
technical error or unforeseen circumstances, it could result in a hefty claim for damages,
suspension of business, or loss of social cradibility, which in tum could significantly damage the
Group's credibility or reputation, impacting performance.

In the Group’s equipment work business, which is its main business, the labor force is aging due
8. Risks related to securing and to a decrease in naw amployment and high turnover rates. Therafore, securing paopls to take

over is a pressing issue. In the event that the Group is unable to secure human resources with
the requirad national qualifications and skills when they are needed, insufficient construction
capabilities could result in a fallure to secure sales, impacting the Group’s performance.

training human resources

The Group has many workplaces in Japan and other countrias,
Large-scale natural disasters such as earthquakes, tsunamis, and typhoons, and the spread of
9. Risk of natiral and other novel vinuzas and other infections could not only cause direct damage to employeas and facilities
but could also result in indirect damages such as interruptions and congestion in the distribution

disasters and tranzportation network and even slugglshness or confusion in soclaty and the aconomy,
This, in turn, could result in an interuption or delay in business activities, impacting the
Group's performance.
In the event that the Group does not take adequate initiatives to address clhimate change issuas,
10. Risks related to addressing it could potentialy lead to a decling in our repulation amang slakaholdears, tharaby undermining
climate change issues our conporate value and competitiveness, Additionally, the introduction of stringent regulations or

carbon tax could also impact the Group's pedarmance.

Training at the Head Office (Emergancy Response Headouarters)
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Corporate Information

11-Year Financial Summary (Consolidated)

Unit: Millions of yen

FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022
Profit and loss
Net sales 118,038 136,396 145,547 147,752 147,935 148,300 153,322 168,888 184,482 190,630 189,032
Cost of sales 100,597 119,376 126,062 126,326 126,558 127,540 133,986 147,620 158,078 164,450 165,044
Gross profit 17,440 17,019 19,485 21,425 21,379 20,759 19,335 21,268 25,404 26,2394 23,987
Selling, general and administrative expenses 14,197 9,788 10,054 10,448 11,703 12,224 12,848 12,934 15,921 15,813 15,625
Operating profit 3,243 7,231 9,430 10,977 9,675 8,635 6,486 8,333 9,482 10,425%3 8,361
MNon-operating profit 2,796 10,718 6,748 3,885 2,285 3,338 2,504 2,956 2,556 1,847 %5 2,399
Non-operaling expenses 94 a7 48 58 90 129 69 101 1389 413 12,666
Ordinary profit 5,946 17,861 16,130 14,804 11,871 11,744 8,921 11,188 11,899 11,959 -1,905
Extraardinary profit 704 107 30 1,350 1,659 97 1,837 1,240 1,004 42 170
Extraordinary loss 2,827 123 502 318 285 208 911 3,202 85 881 1,438
Profit befors income laxes 3,822 17,844 15,658 15,836 13,246 11,632 9,848 9,136 12,818 11,119 -3,173
Met income attributable to owners of parent 1,665 13,502 10,482 10,889 9,273 7,809 6,160 4,795 8,119 6,682 -6,913
Financial position
Total assets 226,968 248,314 261,858 260,073 263,618 269,875 267,181 274,976% 278,519 279,725 272,514
Net assets 188,152 202,804 216,047 215,058 217,013 222,373 218,036 212,043 218,747 216,329 202,069
Capital expenditures 1,961 4,571 3,776 3,802 3,264 4,689 3,811 2,279 2,151 2,537 5174
R&D expenses 42 88 a7 170 178 332 240 156 235 225 219
Depreciation and amortization 2154 2,303 2,601 2,678 2,790 2,862 2,960 2776 2,839 2,823 2,951
Equity ratio (%) 82.4% 81.1% 81.8% 81.9% 81.5% 81.8% 80.2% 75.7%%2 77.6% 76.2% 73.2%
Cash flows
Cash flows from operating activities 7,371 8,685 5,142 10,460 10,719 8,700 10,126 11,835 9,116 7,968 6,181
Cash flows from investing actiities 7686 12,411 -12,761 9,339 -1,231 -6,499 -25,559 -15,725 6,344 -4,326 4,843
Cash flows from financing activities -2,373 -2,595 -2,758 -7.,436 9,207 -5,055 5,712 -5,438 -7.182 -8,516 -7,512
Cash and cash equivalents 37,581 56,095 45,724 58,314 58,580 53,740 32,566 22,242 30,477 25,679 29,403
Per share information
Net assets per share {yen) 3,181.27 3,426.03 3,638.40 3,654.78 3,844.92 3,909.09 3,8565.67 3,739.30 3,870.58 3,868.69 3,638.70
Earnings per share {yen) 28.35 229.81 178.29 186.97 160.20 139.61 110.22 B6.13 146,13 120.98 -125.62
Dividend per share {yen) 20 30 62 72 T2 94 104 104 104 104 104
Dividend payout ratio (3a) 70.5% 13.1% 34.8% 38.7% 44.9% 67.3% 94.4% 120.7% 71.2% 86.0% —
Principal indicators
Gross profit margin (3%} 14.8% 12.5% 13.4% 14.5% 14.5% 14.0% 12.6% 12.6% 13.8% 13.8%%2 12.7%
Operating margin (32} 2.7% 5.3% 6.5% 7.4% 6.5% 5.8% 4.2% 4.9% 5.1% 5.5%% 4.4%
Ordinary margin (%) 5.0% 13.1% 11.1% 10.0% 8.0% 7.9% 5.8% 6.6% 6.5% 6.3% -1.0%
Met profit rmargin (%) 1.4% 9.9% 7.2% 7.4% 6.3% 5.3% 4.0% 2.8% 4.4% 3.5% -3.7%
Retum on equity {(ROE) {48) 0.9% 7.0% 5.0% 5.1% 4.3% 3.6% 2.8% 2.3% 3.8% 3.1% -3.4%
Retum on assets (ROA) {3a) 0.8% 5.7% 4.1% 4.2% 3.5% 2.9% 2.3% 1.8% 2.9% 2.4% -2.5%
Prica eamings ratio (PER) (timas) 32.56 775 13.14 12.09 14.73 20.61 20.48 25,55 16.16 17.09 —
Price book-value ratio (PBR)  (times) 0.29 0.52 0.64 0.62 0.61 0.74 0.59 0.59 0.61 0.53 0.59
Others
MNumber of shares issued 65,138,117 65,138,117 65,138,117 65,138,117 58,138,117 58,138,117 58,138,117 58,138,117 58,138,117 58,138,117 58,138,117
Number of treasury shares 6,382,419 6,136,172 6,091,412 6,780,936 2,024,710 1,994,845 2,481,265 2,060,413 2,437,064 2,992,249 3,345,336
‘Year-end share price {yen) 923 1,784 2,342 2,249 2,359 2,877 2,257 2,201 2,361 2,087 2,134
Non-financial information
Numbar of amployess 4149 4,089 4,063 4,105 4167 4,180 4,210 4,474 4,468 4,531 4,556

In fiscal 2014, as we changed the method of recording construction costs, figures for fiscal 2013 profit, loss, and assels have Deen restated,
?In fiscd 2020, as we finalized the provisional accounting treatment of business combination, the figures for fiscal 2019 reflect this provisional treatment,
In fiscal 2021, due to the change in accounting treatment for gains on sales of goods, figures are shown after the refroactive application of the changs in

accounting treatmant.
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Corporate Information

Company Profile

Name CHUDENKO CORPORATION
Established September 29, 1944
Capital ¥3,481,905,850
Address of €-12 Koamicho, Naka-ku, Hiroshima
Head Office 730-0855, Japan

Tel: +81-82-291-7411 (main fine)
Number of Consolidated: 4,556
employees Mon-conzolidated: 3,364

{&s of March 31, 2023)

Main business
locations

Supervising Branches in Hiroshima,
Okayama, Yamaguchi, Shimans, and
Totton Tokyo/Osaka Headquarlers,
Electric Power Construction Office

Chudenko Group

e 13 i Group !

Sanshin Electric
Materials Co., Ltd.

Sale of electric equipment and
construction materials

CHUKO KAIHATU
CORPORATION

Insurance agency and leasing

Eapec Hiroshima Co., Ltd.

Design and integration of
electrical work, air conditioning
piping work, efc.

ChudenkoTechno Co., Ltd.

Distribution line wark

Chudenko Eletech Hiroshima /
Shimane Co., Ltd,

Design and implementation of
electrical work, etc.

Chudenko Eletech Okayama /
Tottari Co., Lid.

Design and implemeantation of
electrical work, etc.

Organizational structure

Aa of by 1, 2023

i
i

__l' Graug Businass Fromonin
e

beed

Chudenko Eletech
Yamaguchi Co., Ltd.

Design and implemantation of
electrical work, etc,

Sugiyamakankousetubi
Co., Ltd.

Design and implementation of

alr conditioning piping work, etc.

Hayamizudenki Co,, Ltd,

Design and implementation of
elactrical work, efc.

Showa Corporation

Design, implemantation, and
supervision of thermal
insulation work

Manufacture and sale of
insulated pipe supporting
hardware

Erprseny Pasre Dssariman |
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Berryne Co., Ltd.

|| sugoriaing s | CHUDENKO (Malaysia) Design and implementation of
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I
111 CHUDENKO ASIA Pte.Ltd. Management of the RYB Group
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Agricultural business

Chudenko World Farm
Co., Ltd.

Agricultural business

Stock Information

Shareholder information (4s of March 31, 2023)

Total number of shares authorized to be issued 280,000,000 Indhiduals/athers Treasury shares
Total number of shares issued 54,722,781 1Tt B.T5%
{Excluding 3,345,336 treasury shares)

Number of shareholders 12,951 Forsian Other

corpﬁraﬁuns. carparations
Major shareholders ete. At

- B.O3%
Number of |Shareholding
shares held ratio (%)

The Chugoku Electric Power Company, Incorporated 21,892 250 39.85
The Master Trust Bank of Japan, Ltd. (Trust Account) 4,148,600 757 Share
Momiji Bank, Ltd. 1,506,900 275 ownership
The Chugoku Bank, Limited 1,398,619 2.55
Custody Bank of Japan, Ltd. (Trust Account) 1,237,796 2.25 ‘
Chudenko Employee Shareholding Association 1,213,500 2.21 Bl

25.97%
Meiji Yasuda Life Insurance Company 1,129,465 2.08
The Hiroshima Bank, Ltd. 1,086,180 1.88
The Yamaguchi Bank, Ltd. 800,279 1.64
The San-in Godo Bank, Ltd. 656,481 1.19

Share price and trading volume

e Trading vohirme

= Shara price {closing) fyan]
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Inquires

Chudenko Corporation

TEL: 082-233

6-12 Koamicho, Naka-ku, Hiroshima 730-0855 Japan
Investor Relations, Corporate Planning Department, Planning Division
-8034  FAX: 082-234-B075
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https://www.chudenko.co.jp/



