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Kandenko is one of Japan’s leading firms in general
infrastructure works centering on electric works at

home and abroad for 76 years since its establishment.

Imagine looking down from the air on the Marunouchi area in Tokyo, Japan’s finance and
economic center, and you will see that Kandenko was involved in the construction of most
of the buildings there. Not only in and around the capital but throughout the nation,
Kandenko has provided end-to-end engineering services ranging from design and execution
to maintenance and renovation, regarding electrical, telecommunications, air conditioning
and sanitation systems and other kinds of building infrastructure.

Upgrading electrical infrastructure, the main artery of cities is also an important business
of ours. From power plants to households, we play a part in stable energy supply to sup-
port urban functions.

Our mission is to protect the lives of people, the economy, and a safe and comfortable
environment. With incomparable experiences and excellent technology, Kandenko is com-
mitted to fulfilling this mission.

Delivering electricity with secure construction, we light buildings with high-quality facili-
ties and lighten the spirits of the people living inside. Kandenko aims to be an exceptionally

iant company that illuminates the nation.
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| Kandenko Network |

Head Office

Branches

Branches,
Representative
Offices

Tokyo

Sales Division, Social Infrastructure Division, Tokyo Sales Division, Kitakanto &

Hokushinetsu Sales Division, Higashikanto Sales Division, Minamikanto & Tokai Sales

Division, Nishikanto Sales Division, West Japan Sales Division, Fukushima Division

Tokyo Branch, Kanagawa Branch, Chiba Branch, Saitama Branch, Ibaraki Branch,
Tochigi Branch, Gunma Branch, Yamanashi Branch, Shizuoka Branch, Tama Branch,

Kansai Branch, Nagoya Branch, Kyushu Branch, Hokkaido Branch, Tohoku Branch,

Nagano Branch

Tokyo: 19, Kanagawa: 13, Chiba: 11, Saitama: 10, Iba

Niigata: 2, Toyama: 1, Ishikawa: 1, Fukui: -

Hyogo: 1, Hiroshim
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"People First”

Based on respect for humanity, Kandenko fulfills its duty of corporate

social contribution and contributes to creating richer human environments.

By anticipating the needs of customers and seeking technological
innovation, Kandenko provides optimal services and facilities.

By working for human resource development and continual
improvement, Kandenko aims to be a future-oriented company.

Greetings

Thank you for your interest in “"KANDENKO
CORPORATE REPORT 2020.”

Since its founding in 1944, Kandenko has grown by
conducting business in a wide range of fields, with
the aim of ensuring the mutual prosperity of its
customers and the communities where it works and
finds its purpose in this pursuit.

Kandenko will make a long-lasting contribution to

society as a partner in social infrastructure.

Kiyoshi Goto

Chairman and Director

Toshio Nakama
President and Director
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To facilitate communication with its stakeholders, the Kandenko Group conveys multifaceted information by means of
various tools. In addition to the information provided in this report, we make available on our website the Group's services,
CSR activities, and other diverse information.

=] The Company’s website: https://www.kandenko.co.jp/

Corporate Report

Quarterly Financial Results and
Reference Documents for

: ! Securities Report
Financial Results

Corporate Governance Report

Financial information Non-financial information

OgEditorial Policy

This integrated report introduces various aspects of the Compa-
ny for the purpose of facilitating stakeholders’ understanding of
our businesses and medium- to long-term value creation.

<Notes on proper use of the business result forecast>

OReporting Period
From April 1, 2019 to March 31, 2020
(Includes reports on some activities outside this period)

The business result forecast and other forward-looking statements herein are based on the information currently available
and certain assumptions deemed reasonable by the Company, and thus actual results may differ significantly from these

forecasts due to a wide range of factors.
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2019 )

H IStOry 2012 ) Japan National Stadium

Since its founding in September 1944, Kandenko has conducted business in a wide range of fields with

opened.
the aim of ensuring the mutual prosperity of its customers and the communities where it works and 1991 )

finds its purpose in this pursuit, and grown to become one of Japan’s leading general infrastructure

companies. Government No.1 Building
This section presents the Company’s history of stably supplying electric power and supporting people’s

lives alongside postwar development in Japan.
1981 )

Operating profit
(Millions of yen)

30,000

20,000

0

| KANDENKO

TOKYO SKY TREE®, the completed.

world’s highest self-
supporting broadcast tower

Tokyo Metropolitan

completed.

iy 1986 3

The Company participated in
the Japanese Antarctic Research Pacific Century Place
Expedition for the first time. Jakarta completed.

Courtesy of Taisei Corporation

2015 )

Disaster recovery work in
typhoon-stricken Boso
Peninsula

Power distribution network
in Nepal upgraded.

September 1959 )
! The Company provides disaster
Late 1940° ) recovery support beyond its
Large-scale transmission jurisdiction in the wake of the
line works gain momentum Isewan Typhoon
[YRe i i,

New Tokyo International
Airport (current Narita
International Airport) opened.

Tokyo Tower
completed.
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40th anniversary of establishment
The Company name is changed
to Kandenko Co., Ltd., and the
company flag and emblem are
also changed.
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| Ata Glance |

Financial Information

Net sales

¥616,14 3 rin

(Millions of Yen)
616,143

563,550
507,205
447,673 47i43 I I l

2015 2016 2017 2018 2019

=540, 202 rer

(Millions of Yen)

540,202

493,128
398,495 410,192 44isz I l

2015 2016 2017 2018 2019
ROE

Consolidated 9 3%
| |

(%)

88 88 g5 O3

4.9

2015 2016 2017 2018 2019

Non-consolidated 8 9%
| |

(%)

8.9
86 87 g;

4.3

2015 2016 2017 2018 2019

| KANDENKO

Operating profit

¥34'693 million

(Millions of Yen)
34,693

29,261 30,012
26,397
16,416 I I

2015 2016 2017 2018 2019

¥27'7 73 million

(Millions of Yen)

27,773

24,843 24146
21,921
12,642 I I I

2015 2016 2017 2018 2019

New orders received

¥513,919 niion

(Millions of Yen)

506,026 496,088 513,919

474452
431,504 | |

2015 2016 2017 2018 2019

Profit

¥22'51 5 million

(Millions of Yen)

o 22,515
17,591 19,058 19,7
9,412 I I I

2015 2016 2017 2018 2019

¥1 9'408million

(Millions of Yen)

19,408

15,488 16,919 17,084
7,480 I I

2015 2016 2017 2018 2019

Dividend /
Dividend payout ratio

Dividend / Consolidated ¥28

(Yen)

28
24 26
20
14 I

2015 2016 2017 2018 2019

Dividend payout ratio / Consolidated 25 4%
n

(%)

30.4

3y 27 270 )54

2015 2016 2017 2018 2019

Non-financial information

Number of employees

10,003 ersons 7,350 persons

(Persons) (Persons)

10,003
92 9,571 9,818
8915

6560 6729 6,976 7,202 7,350

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

9,

Directors’ average attendance at Board of
Director’s meetings

98+

Electricity usage

Compared to fiscal 2014 (4 . 4%) (MWh)

3018 B4 23116 2559 250

Compared to fiscal 2010 (28 4%)
n
~ -’
- ~
-

2015 2016 2017 2018 2019

Number of new recruits

New graduates 333 persons Year-round recruitment 74 persons

(Persons) (Persons)

354
331 333

229 236

156

100

74 74
56

2015 2016 2017 2018 2019 2015 2016 2017 2018 2019

Number of Skills Competitions winners

Gold Silver Bronze

14 26 30

Electrical
Installations

Inf i
Netr\]/vg:rlpigglr;ng 2 6 9
Plumbi d
“Heating 2 3 3

* In Electrical Installations, one first place winner and two second place
winners in the World Skills Competition.

Corporate Report 2020 |
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| Message from the Management |

Kandenko will sustainably grow as a
100-Year Company supporting society.

Message from New President - helped me build a long lasting network that has

Kandenko and My Mission supported me until today. For two years when | served
as General Manager of Saitama Branch, | operated

corporate division sites, an experience that taught me
how to see the organization from a cross-sectional
perspective.

In 2015, | assumed Division Manager of Sales Division
responsible for supervising Electrical Engineering,
Environmental Facilities and Systems, and Renovation
Work as a whole. Since then, | have operated business to
receive more orders by utilizing strengths of work
execution and sales abilities under the five-year growth
strategy originally formulated by then President Hiroshi
Mizue and taken over by the former President Yoshimi
Morito.

This year marks the 76th anniversary of Kandenko's
foundation. In its history, the Company has expanded its
business both in segments and areas, though two factors
have remained unchanged: it is a contracting business
and a labor-intensive industry. Our contracting business
has been able to grow as a result of winning orders
based on the trust of customers, which was built up by
our predecessors who worked hard every day, rain or
shine, to provide the customers with services they

| am Toshio Nakama. | have just assumed the position of
President and Executive Officer of Kandenko, succeeding
the former President Yoshimi Morito. | will do my best to
further develop the Kandenko Group. | am grateful for
your continued guidance and support.
| joined the Company in 1982 at the age of 22, and
supervised electrical engineering work mainly in building
construction sites for 15 years until 37. As a site
— manager, | gave work instructions to workers based on
drawings and oversaw worksites at my discretion. After
that, | chaired the labor union for four years.

Then | was assigned to the sales division and worked
as a salesperson of electrical engineering, environmental
facilities and systems, and renovation work for 12 years
until | was appointed General Manager of Saitama
Branch at the age of 53. At engineering worksites, |
often made decisions about what to do at my own
discretion. As a salesperson, | found it very important to
coordinate with other departments and divisions and
learned that how critical a teamwork is. | appreciated
sales information provided by a lot of customers, which

Bak,
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O Fiscal 2019 Business Results

Non-consolidated results (Billions of Yen)

Consolidated results (Billions of Yen)

Net sales of completed New orders received ¥513.9 (up 3.6% YoY)

o,
construction contracts Bl o St Ve

Net sales of completed

o)
construction contracts SAZ i 215 Y

Operating profit 34.6 (up 15.6% YoY)
Operating profit 27.7 (up 15.0% YoY)

Ordinary profit 35.5 (up 15.5% YoY)
Ordinary profit 28.8 (up 14.7% YoY)

President and Executive Officer

Toshio Nakama Profit attributable to

owners of parent

22.5 (up 14.3% YoY) Profit 19.4 (up 13.6% YoY)

9 | KANDENKO Corporate Report 2020 | 10
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| Message from the Management |

needed. In the face of hardships, such as landslide, flood,
wind or storm damage, they rushed to customers in
response to their requests and difficulties and solved the
problems while ensuring safety. Such professionalism, or
Kandenko's DNA, must be passed down to younger
employees to further develop the trust of customers and
eventually to achieve sustainable growth.

| recognize that | am tasked with putting initiatives
under the growth strategy into motion, developing
human resources capable of supporting future social
infrastructure in Japan, strengthening the system,
maintaining and continuing the provision of services, and
ensuring business stability and growth to fulfill our social
responsibility. Bearing these missions in mind, | will
devote myself to leading the management of the
Company.

Results of Operations in Fiscal 2019
and Progress of the Growth Strategy

When we look back at the business environment
surrounding Kandenko in fiscal 2019, although reduced
electric power-related investment continued, domestic
construction investment remained at high levels on the back

O Fiscal 2020 Business Results (Forecast)

Net sales of completed

: ¥560.0 (down 9.1% YoY)
construction contracts

30.0 (down 13.5% YoY)

Operating profit

30.6 (down 14.0% YoY)

Ordinary profit

Profit attributable to

19.2 (down 14.7% YoY)
owners of parent

11 | KANDENKO

of a number of large-scale redevelopment projects
especially in the Tokyo metropolitan area, along with the
construction demand of logistics facilities in response to the
growing e-commerce.

Under such circumstances, the Company conducted
strategic sales activities based on early collection of sales
information and in-depth and multifaceted analysis,
worked to squeeze operational unit costs and thoroughly
reduce administrative overhead expenses by further
spreading cost management methods, and sought to
secure contracts and generate profits.

As part of initiatives to improve customer confidence,
we endeavored to raise safety-first and compliance
awareness. We also developed IT-based worksite support
systems and prefab technology, and promoted
technological development to cater to customer needs
and support business field expansion, in an effort to
support business activities.

As a result, new orders received on a non-consolidated
basis amounted to ¥513,919 million, a 3.6% increase
year on year, achieving the level of ¥500,000 million,
and the Kandenko Group’s consolidated business result
for fiscal 2019 was as follows: net sales of completed
construction contracts of ¥616,143 million (9.3% increase

Consolidated results (Billions of Yen) Non-consolidated results (Billions of Yen)

New orders received ¥510.0 (down 0.8% YoY)

Net sales of completed

: 490.0 (down 9.3% YoY)
construction contracts

Operating profit 24.5 (down 11.8% YoY)

25.5 (down 11.6% YoY)

Ordinary profit

Profit 16.6 (down 14.5% YoY)

year on year), operating profit of ¥34,693 million (15.6%
increase year on year), ordinary profit of ¥35,565 million
(15.5% increase year on year), profit attributable to
owners of parent of ¥22,515 million (14.3% increase year
on year), which were record-high business results in
revenue and profit.

The spread of the novel coronavirus (COVID-19)
infection had a slight impact on our business result for
fiscal 2019. Some worksites of electrical engineering
work were suspended in April and May 2020, but from a
perspective of maintaining essential lifelines for society,
we have proceeded with projects of information &
communication work, power distribution line engineering
work, and electric power & civil engineering work as
scheduled, thoroughly taking infection prevention
measures.

We see that no major change will be needed to plans
related to large-scale projects for the time being, but

expect capital investment to shrink especially of electrical
engineering, environmental facilities and systems, and
renovation work, as corporate earnings are negatively
affected going forward.

In the medium term, the expansion of remote work
and satellite offices caused by the COVID-19 pandemic
has a possible impact on construction demand for office
buildings and the number of construction contracts for
new buildings in urban areas. Meanwhile, reconstruction
demand in buildings built in and after the rapid economic
growth period for replacement is expected to remain
strong. We need to further drive renovation demand by
capitalizing on customer needs for increasing and
reinforcing facilities to address building energy efficiency
measures and business continuity planning (BCP)
requirements.

In February 2016, the Kandenko Group formulated and
has since promoted a five-year growth strategy that

Key Management Policies for Fiscal 2020

Focus on initiatives to
improve customer confidence

® Focus on safety education to strengthen risk
management
® Emphasize and entrench work rules

Reinforce profit-generating capacity
and ability to win orders

® Conduct business activities putting profit-
generating first

@ Conduct strategic sales activities and focus on
progress management

® Maintain work execution abilities and improve
productivity at the worksite

Develop technologies to support
business activities

® Develop technologies and reinforce profit-
generating capacity through open innovation

= Reinforce “people first”
principle to motivate staff and energize the workplace

® Reinforce human resources development

® Promote reforms for work practices and annual
leave systems

® Create an open and free workplace

Progress with structural reform
of business

® Offer a one-stop service for more types of work and
process
® Extensively utilize digital technologies

Corporate Report 2020 | 12
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| Message from the Management |

comprises the five strands of “a business base
reinforcement strategy,” “a business field expansion
strategy,” “measures to contribute to a stable electric
power supply,” “a human resources strategy” and “an
investment strategy to boost work execution abilities.”
Over the past four years, each strategy has made steady
progress, as various initiatives have produced outcomes.
In particular regarding work execution abilities, we have
increased the number of employees to approximately
7,500 by hiring more than 300 new employees each
year, and established a workforce of more than 40,000
people by building close relationships with business
partners. In order to maintain the level of construction
volume commensurate with this size of workforce, we
have reinforced business base by enhancing proposal
capabilities and price competitiveness.

As a result, we expanded net sales of completed
construction contracts about 1.4 times and more than
doubled operating profit compared to four years ago.

Fiscal 2020 is the final year of our growth strategy.
Taking into account a certain impact of COVID-19, we
forecast consolidated business results for fiscal 2020 as
follows: net sales of completed construction contracts of
¥560,000 million (9.1% decrease year on year), operating
profit of ¥30,000 million (13.5% decrease year on year),
ordinary profit of ¥30,600 million (14.0% decrease year
on year) and profit attributable to owners of parent of
¥19,200 million (14.7% decrease year on year).

This year, putting finishing touches on each strategy,
we will push forward with initiatives toward the next
step.

Vision toward becoming a 100-Year
Company

Fiscal 2020 is the final year of our growth strategy that
started in fiscal 2016 as the roadmap to our vision “100-
Year Company Supporting Society.” We have made good
progress so far, posting record-high profit, but still need to
expand growth fields, such as railways, water and roads, as
well as new business fields. Based on such challenges, the
Kandenko Group has started developing the next Medium-
Term Management Plan for the period from fiscal 2021 to

13 | KANDENKO

fiscal 2023. In formulating the plan, people of all ages at
the Group ranging from young employees to officers are
first working together to consider what the Kandenko
Group should be like as a 100-year Company 24 years later
in 2044. Then, we will continue considering what we
should be like in three years' time and what we should
work on in the meantime to realize our vision on its 100th
anniversary. In this context, the next Medium-Term
Management Plan is expected to play an integral part in
realizing the vision.

As for our future image as a provider of social
infrastructure 24 years later, an important factor is to
enhance the Company’s capabilities in engineering to
conduct business based on high proposal capabilities and
contribute to society. At the same time, we need to fully
discuss how to maintain technologies and skills we have
long cultivated as a general infrastructure company and
exert our strengths.

As for management issues in the future, as labor
shortage is getting severer without doubt, it is necessary
to significantly reduce workload by utilizing robots and
introducing industrialized processes at worksites. In the
face of a decline in the working-age population in Japan,
there is an option of hiring more foreign workers but
electric engineers are required to acquire a national
qualification, which is a problem that we need to
overcome.

Meanwhile, as for overseas business expansion, we are
helping Japanese companies build their production sites,
and engaging in local infrastructure development mainly
in Southeast Asia such as Singapore, Malaysia, Thailand,
Vietnam and Taiwan. Given the declining population in
Japan, it is necessary to boost sales by seeking growth
opportunities in overseas markets. Currently, our overseas
sales still make up a small part of our net sales of
completed construction contracts but we see a significant
growth potential.

There are a variety of challenges for the Kandenko
Group to address, but its future is promising and bright.
We will draw up a long-term vision to make strong
progress, by incorporating opinions of young employees
responsible for the next generation.

Company Contributing to
Sustainability

We understand that our business, supporting social
infrastructure, itself makes direct contribution to
sustainability. In order to spread such awareness group-
wide, we have linked the management plan for fiscal 2020
with the Sustainable Development Goals (SDGs) that were
adopted by the United Nations and are intended to be
achieved by 2030.

Specifically, we selected 8 out of the 17 SDGs, namely
“Good Health and Well-being,” “Gender Equality,”
“Affordable and Clean Energy,” “Decent Work and
Economic Growth,” “Industry, Innovation and
Infrastructure,” “Reduced Inequality,” “Sustainable Cities
and Communities,” and “Climate Action,” and linked
them to each of our five key management policies which
are pillars of the management plan. By clarifying the
definitions like this, we aim to raise awareness group-
wide that we will solve social issues and contribute to
sustainability through business.

As | mentioned earlier, through the five-year growth
strategy, we have continued hiring more than 300

employees each year and our workforce has increased to
approximately 7,500 people. That is to say, approximately
1,500 employees have worked for the Group for five
years or shorter, and it is necessary to let them
understand how Kandenko is solving social issues
through its business.

For Kandenko, addressing SDGs does not only mean
requirements for a company to fulfill but growth
opportunities for it to take. We think that our solution to
social issues includes renovation proposal to help improve
energy efficiency of building infrastructure and meet BCP
requirements in preparation for natural disasters that are
getting more destructive and more frequent year by year.

We will maintain stable growth by enhancing proposal
capabilities, work execution abilities and human resource
abilities to exist as a company contributing to
sustainability. At the same time, by practicing ESG
(Environment, Social and Governance) management, we
will fulfill our responsibility as a “preferred company,”
ensure the fairness and transparency of management and
achieve both corporate value and social value.

Corporate Report 2020 | 14
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| Business Model |

We provide end-to-end engineering services ranging from planning, design and execution to maintenance and renovation,
regarding electrical work and information and communication work by making use of our proprietary technologies, expertise
and methods in the fields of building infrastructure, telecommunications infrastructure and electric power infrastructure.
Through its safe and high-quality facilities and services, Kandenko will make a long-lasting contribution to society as a partner

in social infrastructure.

Social issues

® Reduction of energy costs
® Prevention of global warming

® Damage to infrastructure due to natural
disasters

® Arrival of an aging society
® Correcting long working hours
® Increase in cybercrime and accidents

etc.

Corporate Motto

“People First”

Corporate Philosophy

1. Based on respect for humanity, Kandenko
fulfills its duty of corporate social
contribution and contributes to creating
richer human environments.

2. By anticipating the needs of customers and
seeking technological innovation, Kandenko
provides optimal services and facilities.

3. By working for human resource development
and continual improvement, Kandenko aims
to be a future-oriented company.

15 | KANDENKO

Business Fields

Electrical Enginering, Environmental Faciites and Systems, and Renovation Work

The segment covers the design, construction,
maintenance, and renovation of electrical facilities,
air-conditioning and sanitation work for various
structures including office buildings, department
stores, theaters, hospitals, and factories.

Power Distribution Line Engineering Work

The segment covers installation and
maintenance work of power distribution lines
that deliver electricity directly to households,
stores, and other customers.

Information & Communication Work

The segment is engaged in all types of works
related to information and communication,
including upgrades to optical fiber cable networks,
installation of transmission base stations for
mobile communications, and construction of
networks for cable TV and municipalities.

Electric Power & Civil Engineering Work

The segment is engaged in electrical work in
nuclear power plants, in addition to work on power
stations and substations, and on transmission lines.
Recently, the division covers the construction of
wind power plants and solar power plants, as well

as work on transmission line networks.
R

Technology

Research Customer

confidence

Corporate Governance

For details, see page 37

it

Value to be Provided to Society

@ Provision of comfortable living
environments

© Stable supply of electric power

® Provision of stable communication services

® Restoration of infrastructure damaged by
natural disasters

©® Maintenance and updates for aging
social infrastructure

® Energy-saving initiatives for building
infrastructure

SUSTAINABLE ™ &
DEVELOPMENT =4m=ALS

17 GOALS TO TRANSFORM OUR WORLD

GOODHEALTH quauy GENDER CLEANWATER
AND WELL-BEING EDUCATION EQUALITY ANDSANITATION

DEGENT WORK AND 1 SUSTAINABLE RESPONSIBLE
ECONOMIC GROWTH CONSUMPTION
UCTIC

| QO

14 E[FlEnWWM[R

16 PEACE, JUSTICE
ANDSTRONG
INSTITUTIONS

¥ |®

PARTNERSHIPS
17 FORTHE GOALS SUSTAINABLE
DEVE’I:’OPMENT

“an
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| Business Review by Division |

Building Infrastructure Work MEIal=l=IN@e1a 54 adlelaM ) o)1 4

of

systems

Nobubhiro lida

Managing Director and Executive Officer,
Division Manager of Sales Division
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Electrical engineering work: Work on electrical facilities and equipment inside all
types of buildings and structures, building interiors, control equipment, and interior

Business Environmental facilities and systems, and renovation work: Work on air
conditioning and sanitation systems as well as water, heat and disaster prevention

General Construction Work has driven Kandenko's
growth in recent years by capitalizing on capital
investment demand primarily in the Tokyo
metropolitan area. We are focusing on expanding
renovation work and improving worksite
productivity, while enhancing human resource
measures in anticipation of future trends.

Results of operations in fiscal 2019

In fiscal 2019, we won large-scale projects including new
construction work for Chuo University Tama Campus
communal building (Tokyo), electrical renewal work for
the Courthouse of Tokyo High Court, Tokyo District
Court, and Tokyo Summary Court (Tokyo), and work on
electrical facilities and equipment for a new building of
Osaka Rosai Hospital (Osaka). As a result, new orders
received decreased 0.4%, or ¥1,107 million from the
previous fiscal year, to ¥264,633 million, maintaining a
result on par with the previous year.

Net sales of completed construction contracts
increased both for new construction work and renovation
work. Net sales of completed construction contracts in
total increased 11.3%, or ¥30,005 million, to ¥296,525
million, achieving a significant growth for five consecutive
years. Major projects completed during the year include
Shibuya PARCO new construction work (Tokyo), new
Japan National Stadium maintenance work (Tokyo) and
Yokohama Grangate new construction work (Kanagawa
Prefecture).

Construction contracts brought forward as of March
31, 2020 amounted to ¥270,342 million, a decrease of
¥31,892 million, or 10.6% year on year.

Initiatives to sustain growth in the future

The division is conducting business utilizing its business
base that the Company has built centered on the Kanto
area, accounting for the largest part of the Company’s
orders received, net sales of completed construction
contracts and profits. About 60% of the orders received
are redevelopment projects and factory construction
projects subcontracted by general constructors, while the
remainder is direct orders from property owners.

Over the past five years, the division has kept growing
due to the strong domestic demand, and in particular,
won a large number of contracts including Olympics-
related construction works and redevelopment projects
in the Tokyo metropolitan area. However, as large-scale

new construction work projects in and around Tokyo
have been completed one after another and competition
for new orders becomes fiercer, in order to sustain the
growth, we are required to expand our business areas to
the whole country and types of work to those other
than electric works. Maintaining the current market share
in the Tokyo metropolitan area, we will work together
with the Social Infrastructure Work division to exert the
comprehensive power in order to win orders in other
metropolitan areas including Nagoya, Osaka and Kyushu.

In recent years, we have focused on expanding
renovation work, and the Renovation Department has
taken the initiative in further developing processes
including proposal capability enhancement. This type of
management has produced results as the division is
growing in renovation work. Recently, as many buildings
are aging, demand has been increasing for maintenance,
upgrading, renovation of facilities. We will expand our
business by further enhancing our engineering capabilities
and proposing cutting-edge and best solutions that cater
to customer needs such as building energy efficiency
measures and BCP requirements.

In fiscal 2020, both new orders received and net sales
of completed construction contracts are expected to
decrease due to a slowdown in capital investment
affected by the spread of COVID-19. To make up for the
decrease in earnings, the division will expand the target
of orders to include logistics facilities and data centers.
At worksites, we will take thorough infection prevention
measures, secure steady progress in construction works,
and implement efficiency improvement measures,
including enhancing mobility of human resources.

Promoting worksite reform to address human
resource risk

As the super-aging of Japan’s population accelerates, fewer
people are choosing to work in the construction industry. It
is becoming increasingly difficult for the industry players,
including Kandenko, to secure young workers who will bear
the future of the industry.

To secure excellent talents who support our work
execution abilities and technological capabilities, we are
promoting company-wide reforms for work practices and
annual leave systems, aiming to create a work
environment where employees can enjoy working and
achieve an ideal work-life balance. In April 2024, the Act
to Overhaul Laws to Promote Workplace Reform will be
applicable to the construction industry, requiring

(ONew orders received

(Millions of Yen)

263,342 265,741 264,633

251,469
224,170 | | | |

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

compliance with the upper limit on overtime work. We
will not only comply with regulations on paid holidays
and working rules, but also improve production efficiency
at worksites by introducing worksite support tools and
utilizing the prefab unit technology for materials. Office
workers will also be encouraged to thoroughly digitize
paperwork, outsource a part of their duties and utilize
Robotic Process Automation (RPA) to spend the freed-up
time on worksite support, in an effort to reduce
workload at worksites as much as possible.

We are committed to our mission to build electrical
infrastructure in society and responsible for maintaining
and continuing our business despite changes of times.
Kandenko will inculcate in its employees the pride that
comes with the mission, while promoting the creation of
a fulfilling and attractive workplace. In this way, we will
continue to exist as a company needed by society and
become a preferred company by both customers and
students.

SDGs as growth opportunities

We recognize that initiatives of Electrical Engineering
Work and Environmental Facilities and Systems, and
Renovation Work are closely related to SDGs such as
“Affordable and Clean Energy,” “Industry, Innovation and
Infrastructure,” “Sustainable Cities and Communities,”
and “Climate Action.”

Our experience in building and maintaining electrical
infrastructure and technological capabilities we have
developed to date are indispensable to realize a
“decarbonized society” that solves the SDGs, such as
establishing renewable energy and distributed power
supply systems, enhancing data centers and
telecommunication infrastructure, and restructuring
supply chains. We recognize promoting business
operation by fully utilizing this strength will present a
significant growth opportunity going forward. As
customers’ needs for capital investment to achieve SDGs
are growing, we stand a good chance of taking this
opportunity and further growing by working together
with the Social Infrastructure Work division.

We will proactively introduce advanced engineering
technologies, information and communication
technologies, and digital technologies, strengthen
collaboration with internal and external bodies, and thus
ensure that these growth opportunities will help us
enhance corporate value in the future.

(ONet sales of completed construction contracts
(Millions of Yen) 296,525

266,520
235,040
202,815 203,627 |

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019
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ol i et id Information & Communication Work

Develop proposals for and carry out installation and maintenance of information and

telecommunications systems, lay optical fiber cables for telecommunications

Description providers, install optical transmission equipment, build and maintain transmission

of
Business

providers.

Shinichiro Kitayama

Executive Vice President and Executive Officer,
and Division Manager of Social Infrastructure Division

In the Information & Communication Work sector, we
need to keep up with and spread fast-evolving
technological innovation, including 5G communication.
Keeping an eye on changes in society brought about
by COVID-19, the division will open up future
possibilities by taking advantage of unique strengths.

Results of operations in fiscal 2019

During fiscal 2019, overall performance of the division was
solid, due to large-scale updating work for a cable
television operator and a significant increase in orders of
public office projects for upgrading work of highway
telecommunications networks, as well as newly-entered
work on electrical infrastructure for mobile communication
providers. Profitability has steadily improved owing to the
results of ongoing structural reforms that we started two
years ago.

New orders received increased ¥3,196 million, or 9%
year on year, to ¥38,745 million. Net sales of completed
construction contracts increased ¥3,061 million, or 7.3%
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base stations for mobile communications, build and maintain networks for cable TV
and municipalities, and maintain telecommunications facilities for electric power

year on year, to ¥44,852 million owing to steady
progress in increased construction work in hand, marking
the fourth consecutive year of growth.

Construction contracts brought forward as of March
31, 2020, amounted to ¥15,646 million, a decrease by
¥6,107 million, or 28.1% year on year.

Impact of COVID-19 and focus targets

The Information & Communication Work division
primarily engages in laying and maintaining optical fiber
cables for electric power providers and
telecommunications providers; building and maintaining
networks for cable TV and municipalities; and building
and maintaining transmission base stations. Sales are
divided almost equally among these three businesses.

As for the recent business environment, the supply of
some parts for base stations was affected by the spread
of COVID-19, but we are making steady progress in
construction works, taking infection prevention measures.
In terms of orders received, as capital investment related
to information and communication is on the rise due to
the new lifestyle caused by the pandemic, and the
promotion of work-style reforms, and an increase in the
number of construction works is anticipated.

Meanwhile, as commercial services of fifth-generation
mobile communication systems (5G) started to launch in
phases in March 2020, we see an increase in construction
works, including antenna installation of transmission base
stations for mobile communication. In the market with
many competitors including engineering companies
affiliated to major telecommunication providers,
Kandenko aims to be a top runner by steadily gaining a
share in the field in which the Company has abundant
expertise with the help of the Power Distribution Line
Engineering Work division, by focusing on the fact that
many base stations are installed on power poles for 5G
network, and making proposals for development of
equipment to install wireless units on power poles and
construction works of antenna installation on the top of
power poles. At the same time, the division is conducting
sales activities to win orders from new mobile
communication providers by promoting our capability of
one-stop total service from construction work and
negotiation about places of antenna installation, such as
buildings and power poles, through creation of a
maintenance system after construction, which helps
customers accelerate their service delivery.

Meanwhile, the division focuses on sales activities of a
construction work that helps independent cable TV

Eisaku Shimizu

Executive Managing Officer, Division Manager of Social Infrastructure
Division, and Head of Information & Communication Unit

operators to shift to Fiber-to-the-Home (FTTH). Recently
the priority is placed on construction works in response
to an increase in telecommunication traffic caused by
COVID-19, but the shift to FTTH is inevitable given future
business trends including offering 4K/8K satellite
broadcasting service. We intend to continuously conduct
sales activities by promoting our capabilities of
completing construction work for a large-scale FTTH
project in a short time.

In fiscal 2020, we expect net sales of completed
construction contracts to decrease compared to the
previous year when a large-scale construction project
was completed, but new orders received to be flat year
on year. Especially during this fiscal year, as the GIGA
School Program proposed by the Ministry of Education,
Culture, Sports, Science and Technology was included in
the supplementary budget, we see urgent demand for
work on electrical infrastructure including the
development of network environment, for which we will
proactively win orders.

Future direction and risks/opportunities

A slowdown of the economy will have a big impact on
the capital investment trend. Demand of the Information

ONew orders received

(Millions of Yen)

44,646

40,051 38,745
35,548
31,860 I |

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

& Communication Work segment is no exception, though
the impact is relatively small. This is because in recent
years it has become indispensable for customers to use
information and communication technologies in operating
their business, and technological innovation is
accelerating, urging them to maintain and continue
investment in those technologies. Capitalizing on this
sustained demand, the Information & Communication
Work division will improve net sales of completed
construction contracts and establish a structure to make
good contribution to profitability.

Furthermore, the COVID-19 pandemic has caused
information and communication to play more
sophisticated and various roles. It is a pressing issue to
increase and develop human resources capable of
keeping up with the latest trend in technological
innovation and making proposals based on it. Therefore,
we will focus on the development of such human
resources by proactively engaging in alliance and research
and development with telecommunication equipment
manufacturers dealing with advanced technologies.

We have accumulated a wealth of expertise and
technologies through building networks for a variety of
customers including electric power providers,
telecommunications providers, cable TV providers and
municipalities. Currently by taking advantage of them,
we are not only implementing construction works of
telecommunications infrastructure, but also design and
maintain networks and propose solutions using new
technologies according to each customer’s characteristics,
thus establishing a lasting and close relationship as the
customer’s partner. We will make efforts to provide
customers with new value in cutting-edge fields such as
Al and DX as well and achieve further growth going
forward.

Toward achieving sustainable society

From a perspective of SDGs, the Information &
Communication Work division is related to “Industry,
Innovation and Infrastructure” and “Sustainable Cities
and Communities” as common goals with other
businesses of the Company. The division also works on
diversity for the goal “Gender Equality” with many
female employees active in maintenance of information
and telecommunication equipment and devices.

We aim to create value by continuing to think what
information and communication can do to realize a
sustainable society and thus open up possibilities for the
future. As a provider of infrastructure supporting leading-
edge information and telecommunication, we will
contribute to the development of industries and affluent
lives and share prosperity with all stakeholders.

(ONet sales of completed construction contracts

(Millions of Yen)

44,852

41,790
37,651
31,596
27,876 I

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019
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SeIEINNERVCRVIIY Power Distribution Line Engineering Work

of . .
Business Work on underground power distribution lines: Construction and maintenance

of underground distribution lines facilities involving power cables underground

The Power Distribution Line Engineering Work
division has Japan’s leading operational
abilities and technology. We will reinforce
profit-generating capacity and ability to win
orders, maintain stable growth and make
further evolution to achieve a smart society.

Results of operations in fiscal 2019

In fiscal 2019, new orders received for overhead power
distribution lines were ¥110,249 million, an increase by
¥10,065 million, or 10.0% year on year, as the division
steadily received orders from the TEPCO Group and
recovery work increased for repairing damage caused by
typhoons. As public projects were put off ahead of the
Olympic Games, underground power distribution lines
saw a slight fall in new orders received, which amounted
to ¥41,390 million, a decrease by ¥1,394 million, or
3.3% year on year. As a result, new orders received for
Power Distribution Line Engineering Work as a whole
came to ¥151,639 million, an increase by ¥8,670 million,
or 6.1% year on year.

Net sales of completed construction contracts
continued to achieve year on year growth at ¥148,493
million, an increase by ¥9,500 million, or 6.8% year on
year owing to solid performance in overhead power
distribution lines and underground power distribution
lines. Profit was also solid.

We secured construction contracts brought forward as
of March 31, 2020, of ¥29,790 million, an increase by
¥3,146 million, or 11.8% year on year.

Direction to expand business and outlook

Power Distribution Line Engineering Work is the division
engaged in the construction and maintenance of electric
power facilities. More than 90% of sales come from the
work we receive from the TEPCO Group, but we are
working to receive orders from general customers in
recent years. In fiscal 2019, net sales of completed
construction contracts to general customers, especially
for construction works related to renewable energies,
increased to ¥11,700 million. It is significant growth
compared to that of about ¥3,000 million three years
ago.

Renewable energy-related works is projected to grow
under the theme of building a decarbonized society and
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- Work on overhead power distribution lines: Construction and maintenance of
Description overhead power distribution lines facilities involving power poles with power cables

strengthening resilience of electric systems. In the longer
term, we will see a shift from the conventional large-
scale system power supply by thermal power and nuclear
power generation, to distributed power supply by
renewable energies and rechargeable batteries.

In the short run, however, the Bill for the Act of Partial
Revision of the Electricity Business Act and Other Acts
for Establishing Resilient and Sustainable Electricity Supply
Systems, enacted in June 2020, makes it mandatory for
electric power providers to make systematic renewal of
aged facilities, and related initiatives will be promoted
under the revised Electricity Business Act scheduled to be
enforced in 2023. Therefore, our stance for the time
being is that we allocate human resources to
infrastructure renewal works in this core business while
working to develop new technologies and work
execution abilities and expand construction works related
to renewable energies.

We expect new orders received and net sales of
completed construction contracts for fiscal 2020 to be
almost flat year on year. The spread of COVID-19 had no
major impact on sales activities for project orders until
the first half of fiscal 2020. Aiming to maintain electric
power infrastructure, we have continued operations at
worksites without suspension, taking thorough infection
prevention measures. However, the situation remains
unpredictable as there are concerns over postponement
of construction work of undergrounding of power lines
due to the postponed Olympic Games and decreased
capital investment in electric power facilities caused by a
decrease in electricity demand.

Under such circumstances in this fiscal year, we will
win orders of infrastructure renewal works as mentioned
earlier, work to expand construction works related to
renewable energies, focus on improving productivity of
our core business and thus reinforce profit-generating
capacity. More specifically, we will negotiate securing the
volumes of construction work in hand with the TEPCO
Group, adjust process management and workforce
accordingly and thus generate profit. In terms of human
resources, a high turnover and hiring difficulty especially
at business partners are pressing issues to address. We
will take measures by 2024 when the Act to Overhaul
Laws to Promote Workplace Reform will become
applicable to the construction industry.

Mitsuru Fujii

Executive Managing Officer, Division Manager of Social Infrastructure
Division, and Head of Power Distribution Department

Avoiding human resource risks and gaining
opportunities

Looking at the business environment surrounding Power
Distribution Line Engineering Work, social infrastructure
is aging, and therefore opportunities come to companies
capable of getting over constraints on human resources
and meeting demand for renewal of facilities. Only
companies capable of passing down technologies to
future generations while maintaining work execution
abilities, will survive.

We will actively introduce diversity to avoid risks of labor
shortage and gain growth opportunities. By extending the
employment period for seniors so that they can exercise their
potential, creating a working environment where female
workers can work comfortably, and facilitating development
of power suits and power-assist arms that reduce the
workload at worksites, we will support female and senior
employees at worksites with technologies. Given a possible
deregulation in the future, it is necessary to consider hiring
more non-Japanese workers.

The Social Infrastructure Work division as a whole is
working to increase flexibility and mobility of human
resources by fostering multiskilled workers. For example,
engineers in the Power Distribution Line Engineering Work
division are required to learn necessary skills to handle
construction management for a wind power generation
system.

Growing with sustainable development of
society

Business activities of Power Distribution Line Engineering
Work are related to SDGs, such as “Good Health and
Well-being,” “Affordable and Clean Energy,” “Decent
Work and Economic Growth,” “Industry, Innovation and
Infrastructure,” “Sustainable Cities and Communities,”
and “Climate Action,” through initiatives to take human

nou

ONew orders received
(Millions of Yen)

151,639
139,234 140,632  '47:8%3

| 142,968 |

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

ONet sales of completed construction contracts

(Millions of Yen)
148,493

138,419 138,557 136,633 138,992 |

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

resource measures, introduce advanced technologies,
work on resilience and achieve a decarbonized society.

We also recognize that improving productivity at
worksites contributes to reducing CO2 emissions by
shortening the work time on aerial work platform trucks,
and are working to produce effects.

As mentioned earlier, a shift from conventional large-
scale system power supply by thermal power and nuclear
power generation to distributed power supply by
renewable energies and rechargeable batteries, is a
requisite to realize a smart society. We will work on the
shift by further driving growth business going forward.
We will expand our business framework from “power
distribution line construction” to “energy infrastructure”
and evolve ourselves into a growing division as the
society develops sustainably.

First-aid repair work of power pole damaged by typhoon
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SOEEERIMEVERWTY Electric Power & Civil Engineering Work

facilities and equipment

The Electric Power & Civil Engineering Work
division aims to expand orders by capitalizing
on needs for redevelopments in urban areas
and for replacement of aging social
infrastructure and focusing on its specialty
business fields. In recent years, the division has
been focusing on renewable energy power
generation work and growing rapidly.

Results of operations in fiscal 2019

Major projects we won during fiscal 2019 include
construction work of Northern Hokkaido Wind Power
Generation Project - Hamasato Wind Farm (Hokkaido
Prefecture) and utility tunnel work for the change in
power systems of Yachiyodai Electric Power Substation
(Chiba Prefecture). Orders of power generation and
transformation work, especially for renewable energy
power generation work, jumped year on year and orders
of nuclear power work also increased. As a result, new
orders received amounted to ¥58,901 million, an increase
by ¥7,071 million, or 13.6% year on year.

Net sales of completed construction contracts
increased to ¥50,331 million, an increase by ¥4,507
million, or 9.8% year on year, as a result of growth in
power generation and transformation work, civil
engineering work and underground lines work, and
nuclear power work.

Construction contracts brought forward as of March
31, 2020, came to ¥66,008 million, an increase by
¥8,569 million, or 14.9% year on year, maintaining a
high level.

Taking advantage of an end-to-end framework
to win orders from targets

The business handled by the Electric Power & Civil
Engineering Work division is classified into four groups:
power generation and transformation work; transmission
lines work; civil engineering work and underground lines
work; and nuclear power work. Nonetheless, with
respect to orders from customers other than the TEPCO
Group (from general customers), many works are
undertaken as joint projects based on cooperation across
the three types of works excluding nuclear power work.
The proportion of orders from the TEPCO Group has
been on a decline, accounting for only 25.2% in new
orders received during fiscal 2019. In other words, the
division receives about three-quarters of orders from
general customers.
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Power generation and transformation work: Work on power stations and
substations, and renewable energy power generation

Description Transmission lines work: Work on overhead transmission lines

of Civil engineering work and underground lines work: Work on underground
Business transmission lines, and civil engineering work using C.C. Box technology

Nuclear power work: Regular inspections and maintenance of nuclear power plant

In securing orders from general customers, our main
target is power producers using renewable energy. We
undertake types of work from the construction of power
plants to establishment of transmission line networks.
Another priority target is power intake and transformer
equipment for large factories that are known as extra-
high-voltage consumers, and we engage in collaborative
sales activity with the Electrical Engineering,
Environmental Facilities and Systems, and Renovation
Work division.

Our competitive edge lies in an end-to-end framework
from power generation and transmission/transformation
facilities to power distribution line networks. Other
differentiators include our construction technology
capable of managing high-voltage current and ability to
not only undertake construction but also provide support
from the design stage.

Renewable energy power generation grew,
improving profitability

We are focusing on winning orders for renewable energy
power generation work and for replacement of aging
social infrastructure, while continuously working to
improve profitability through cost management.

Orders received for renewable energy power
generation work grew rapidly, exceeding ¥22,500 million
for fiscal 2019. Driven by the Japanese government'’s
renewable energy policy setting a target of the power
source composition ratio at 22% to 24% to be achieved
by 2030, renewable energy power generation work is
anticipated to continue growing.

As for replacement of aging social infrastructure, we
aim to win orders centered on public office projects and
need to improve quantity survey abilities and secure
talents that hold high technical evaluation scores.

Improving profitability through cost management,
especially for profit improvement of large-scale projects,
contributed to the improvement of results for fiscal 2019.

We expect COVID-19 to have impacts on the results
for fiscal 2020: there are concerns over suspension and
postponement of construction of power intake and
transformer equipment, due to reduced investment from
extra-high-voltage consumers following the deterioration
of corporate earnings. This possible decrease in orders
will be offset by renewable energy power generation
work, with new orders received forecast to be ¥62,000
million. Net sales of completed construction contracts are
expected to fall slightly year on year at ¥47,000 million,

Shuichi Yamaguchi

Senior Executive Managing Officer, Division Manager of Social
Infrastructure Division, and Head of Power Engineering Unit

but we will strive to improve profitability by continuing
improvement measures in large-scale projects.

Electric Power & Civil Engineering Work - risks
and opportunities, SDGs

One of the risks posed to this division is that, as skilled
employees are aging, there is a shortage of employees in
the middle-layer who can help develop young employees.
The situation is the same in business partners, potentially
leading to the cessation of the transfer of technology
that ensures the safety and quality of construction
works. To counter this, we promote active roles of senior
employees in the workforce, introduce and implement
human resource development from a long-term
perspective, and create a workplace by enhancing
mobility of human resources and using them more
flexibly.

As for opportunities for the division, social
infrastructure is aging in various ways and there is the
demand is increasing for replacement of electric power
facilities. To take advantage of such opportunities to
expand orders, we will strengthen necessary engineering
and design abilities by learning advanced cases through
seconding employees to a consulting firm and
collaborating with general construction companies, and
acquire technologies and knowledge.

Regarding the connection between the management
plan and SDGs the Company is working on, there are
four SDGs items closely related to the division: “Gender
Equality” through promotion of women's active
participation, “Life Below Water” to which we contribute
through construction of water and sewage facilities,
“Affordable and Clean Energy” that is directly related to
renewable energy, and “Industry, Innovation and
Infrastructure” in creating resilient infrastructure.

We will continue to contribute to solving social issues
by utilizing the comprehensive power of Electric Power &
Civil Engineering Work, while raising awareness of
creating a sustainable future.

(ONew orders received
(Millions of Yen) 58,901

50,184  °1.829
42,299
36,239 I

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

(ONet sales of completed construction contracts
(Millions of Yen) 50,331

45,824

36,411 35,127
29,383 I I

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019

Construction of wind power plant
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Message from the Officer in Charge

The Research and Development Division that
supports technology is the core organization for
value creation, the key to securing a competitive
edge in the market and contributing to sustained
growth of the business. Its efforts will strengthen
coordination with parties outside Kandenko and
expand its business fields in the future.

Toshiaki Makino

Executive Managing Officer, Division Manager of Strategy & Technology
Development Division, and Head of Technology Development Unit

Overview of the research and development technology development for expanding businesses and
division and its current initiatives solving issues.
The research and development division is an organization The research and development division adopted
responsible for the Company’s overall technical “technology development to improve safety, quality, and
development and improvement, and consists of the operational efficiency,” “technology development to
Technology Development Unit established within the cater to customer needs,” and “technology development
Strategy & Technology Development Division, with the to support business field expansion” as its key policies in
Technology Development Department and Technology fiscal 2019. The division achieved steady results under
Research & Development Institute as subordinate these policies. Continuing with those policies, the division
organizations. The division supports and cooperates with will advance its initiatives further in fiscal 2020, with
worksites and customers, and sells development results “security, safety and disaster response,” “operational
to external parties while advancing research and efficiency improvement” and “contribution to business
field expansion” as additional core policies.

(OFiscal 2020 Basic Policy on Technology Development

Fiscal 2020 Basic Policy on Technology Development

“Develop technologies and reinforce profit-generating capacity through open innovation”

Construction technology >< Digital technology

Industry-academia-government collaboration

) d l

Disaster prevention + BCP Automation of worksite operations Technologies for decarbonization measures
Measures against earthquakes and flood damage Applying work-supporting robots and drones Improving renewable energy efficiency, monitoring systems

Visualizing operations at worksites and facilities
MR application, diagnosis of loT facilities

Improvement of worksite operation efficiency Energy management
Prefabrication (EPS, etc.) and BIM application VPP verification, air conditioning field

EMC technology Systematizing construction operations
Measures against various lightning damage and EMC measures Adding BLUE functions and applying Al

(1) Security, safety and disaster response (2) Operational efficiency improvement (3) Applying to business field expansion
Promote technology development that contributes to sustainable development from three perspectives

Providing development results internally and externally
Power failure and restoration simulation, new ground systems, etc.
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Regarding safety, there are two viewpoints, one for
protecting employees from dangers and the other for
protecting social infrastructure from disasters. As an
initiative from the former viewpoint, the division
developed a sensor for preventing approaches to an AC
voltage source to safely execute operations in which
electricity is handled. As an initiative from the latter
viewpoint, the division is advancing the development of
earthquake-resistant devices for transformers and other
electrical facilities, and research on the restoration of
submerged electrical facilities toward the goal of realizing
facilities that are resistant to disasters.

The research and development division’s themes in the
area of operational efficiency improvement are IT
utilization, robot application and prefabrication. The
division is aiming to realize the practical application of
concepts, such as a worksite support scheme utilizing IT
devices including tablet terminals mounted with the
“BLUE" measurement and record support system, robots
for inspection and wiring in the ceiling space, and drones
for transporting burdens. In addition, the division is
focusing on developing a way to reduce burdens at
worksites by advancing a prefabricated construction
method in which material processing, wiring and other
tasks traditionally performed at worksites are completed
at the Company’s factories in advance. The division
believes that those innovations will be effective for
preventing infection with COVID-19 and other diseases,
which is anticipated to remain a possibility at
construction worksites.

For business field expansion, the research and
development division is undertaking various experiments
through mutual collaborations between the Technology
Development Unit and the Strategic Business Unit,
recognizing its responsibility to sow seeds for new
businesses for the Company’s future. The division has
been promoting open innovation since 2019, focusing
more on industry-academia-government collaboration,
exchanges with companies in different industries, and
joint development with startups, and making proactive
use of outside knowledge.

Future direction for technology development
the Company should aim at

Aging and a shortage of young people accompanying
Japan’s population decline and the transformation of the
social structure caused by COVID-19 are assumed to have
particularly large influence among changes in conditions
surrounding the Company’s businesses. How to deal with
those changes is an important issue that has a serious
bearing on the continuation of businesses. The research
and development division will keep pursuing IT utilization,
robot application and prefabrication mentioned earlier in
connection with operational efficiency improvement, as
labor-saving technologies that promote the advancement
of senior and female employees at construction
worksites. Furthermore, the division thinks it can realize
remote work, whose introduction to construction
worksites has been considered to be difficult, by applying
mixed reality technologies and avatar robots.

Another critical issue in future technology development
is the departure from a mindset about existing business
fields. Making the most of the expertise of individual
researchers has been the Company’s conventional
approach to development. However, development
themes, such as initiatives in the fields of environment
and energy, are becoming increasingly complicated these

days. Looking deep into expertise is no longer sufficient
for addressing these issues. Development under a project
structure, in which many researchers keep business field
expansion in mind and cooperate with their counterparts
in and outside the Company, will be indispensable for
the division.

Regarding risks in the Company’s businesses, we find
it necessary to estimate and address the effects of
intensifying natural disasters and a customer confidence
decline due to accidents resulting in injury or death and
facility accidents, in addition to the effects of a
manpower shortage. The research and development
division will gain clues for developing new technologies
in the course of its attempt to think out ways to support
responses to those risks and take active part in the
support.

Toward developing and surviving with society

The Company has launched initiatives focused on
“Affordable and Clean Energy,” “Industry, Innovation and
Infrastructure,” “Sustainable Cities and Communities,”
and “Climate Action” as its response to SDGs through its
business activities. Among these, the research and
development division will intentionally focus on the fields
of future environment and energy, and proactively
contribute to solving social issues related to “Affordable
and Clean Energy” and “Climate Action.” The Company
views response to SDGs as its corporate social
responsibility and a condition for its survival. At the same
time, the Company considers them as doors to growth
opportunities.

The Company's strength lies in its worksites, where it
can grasp needs in society and verify development
results. Solving problems faced by these worksites from a
technological standpoint is an important role for the
research and development division. Meanwhile, there is
still large room for improvement from perspectives such
as sufficiently applying the strength of worksites,
grasping all needs and establishing development results
firmly. Furthermore, the value of our development results,
intellectual properties, etc. deserves higher evaluation.
We feel we must make appeals and disseminate
information more effectively for winning such evaluation.

While establishing systems for improving these points,
Kandenko will develop itself with society as an attractive
company by striving for research and technology
development of higher value.

(OR&D expenses (Milions of Yen)
1,381 1428

1,188 1,217

1,093 ‘

Fiscal 2015  Fiscal 2016  Fiscal 2017  Fiscal 2018  Fiscal 2019
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Research and Development System

To respond to issues at the worksite and customer needs, the Kandenko Group is focusing on four key areas: technology
development to support the improvement of productivity at worksites; technology development to enhance safety and
labor-saving; technology development to cater to customer needs; and technology development to support business field
expansion. In fiscal 2019, our R&D was guided by the idea of “aim to improve productivity at worksites by strengthening
internal and external coordination.” In particular, as technologies to contribute to improving safety, quality and operational
efficiency, we actively promoted the development of worksite-support systems utilizing IT, the development of maintenance
technologies using the advanced technology of mixed reality (MR), and the development of technologies that contribute to
improving the credibility of customer facilities. At the same time, we worked to strengthen technology development
through collaborations with parties in industry, government, and academia, as well as with group companies.

Consolidated R&D expenses in fiscal 2019 totaled ¥1,428 million. Please note that R&D expenses are not broken
down by business segment.

Technology Research & Development Institute High-Voltage Laboratory

The Technology Research & Development Institute
consists of a research building, experiment building, and
outdoor testing site. In the laboratories of the experiment
building, we conduct basic experiments to establish new
systems and construction technologies, experiment to
test the strengths of materials and tools and conduct
verification tests for development results. The institute
also houses an anechoic chamber, shielded room,
blackout curtain device, and other experimental
equipment utilized for developing construction
technology for electrical facilities, communication
facilities, and air conditioning and environment facilities.

The High-Voltage Laboratory is made up of a test
room, physical test room, working room, and
outdoor water tank used for voltage resistance tests.
In the test room, we have large-scale experiment
devices, including a 350 kV-AC voltage generator, a
1,800 kV-impulse voltage generator, and a high
current generator.
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Examples of Initiatives

Development of “measurement and record
support system”

Time and efforts needed for extensive pre-completion
measurement and recording tasks are a problem at
electrical engineering worksites. To address the problem,
we developed the “BLUE” measurement and record
support system. BLUE connects a measurement device
and a tablet PC wirelessly, and automatically prepares a
report the moment the measurement is complete. We
will raise operational efficiency further in the future,
making the system compatible with a greater variety of
measurement devices and developing a fully automatic
measurement and record system that uses a combination
of drones and automated guided vehicles (AGVs).

Correct
measured
values

Work

reduction

Measurement and
automatic entry
Completion

Ay &
& £

Record sheet
preparation

Development of “abnormal heat generation
detection system”

As a measure for preventing fires attributable to abnormal
heat generated by electrical facilities, we developed the
“Thermo MR"” wearable system, which enables visual
confirmation of a temperature distribution by laying it over
a real vision using an MR smart glass integrated with an
infrared camera worn on the head. We will use this
system to enhance work safety, in addition to realizing the
early detection of sites where abnormal heat is generated
through regular inspections and periodic patrols.

Development of “shoe chain electric overhead wiring
machine”

We have been using hydraulically-operated shoe chain
reeling and cabling machines for cabling and removing
wires in transmissions lines work. However, these
machines are heavy and highly inconvenient for
transportation, and have a large number of components
and a complex structure that hinder the maintenance
work. They also have difficulties in low-speed cabling
under the condition of low wire tension. In response to
these problems, we developed a motor overhead wiring
machine with less weight, and improved maintainability
and operational control capacity in cooperation with
group companies. We will use this machine to improve
work efficiency and safety at transmission lines work.

Development of “storage cell remote monitoring
system”

Aging causes the functions of storage cells used as
emergency backup power supplies in information and
communication facilities to decline. For this reason,
storage cells require periodic inspections. Greater labor
and time needed to inspect the facilities in remote areas
including mountainous regions have been a problem. To
address this, we developed a system that enables the
real-time grasp of functional declines caused by aging by
automatically and periodically collecting data on voltages,
currents, temperatures and internal resistance. This
system makes the timing of storage cell replacement
predictable, in addition to enhancing work efficiency. We
will use the system to increase the credibility of customer
facilities.
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The human race has enjoyed many benefits of industrial and economic development, but these benefits
have come at the cost of global warming, pollution, and ecological destruction. A great burden has thus

been placed on the global environment.

Coexistence with the natural environment, the foundation of our existence, is essential for any
healthy society. This is also a theme that we must continually keep in mind in our business activities.

At Kandenko, we take the long-term view that it is corporate management’s vital social responsibility
to have an environmental vision leading to the creation of a sustainable society. We will do our part to
leave a safe, sound environment for future generations by implementing initiatives that reduce the

burden on the environment.

| 4
Basic Policy on the Environment

To realize a sustainable society, the Company strives for
management in which business activities are in harmony
with nature from a long-term view in every situation as a
general infrastructure company.

Activity Plan

1. We will follow environmental legal regulations and
reduce environmental risk to fulfill our corporate social
responsibility.

2. To realize a low carbon, recycdling-based society, we will
work to conserve energy, save resources, promote recycling,
and prevent pollution through development, design, and
execution of environmentally-conscious technologies.

3. We consider environmental conservation to be an
important management issue. We are committed to
making continual improvements to our environmental
management system (EMS).

4. We will educate all employees who engage in our
business operations about the environment and raise
their environmental awareness.

5. We will build bridges of cooperation to regional society and
contribute to creating a society considerate of biodiversity.

4

Structure for Promoting the Environmental
Management System

To facilitate a deep review of its policies and initiatives in
the field of environmental conservation activities,
Kandenko appoints a Safety, Environment & Quality
Committee chaired by the company president. Under the
control of the Environment Department of Safety &
Environment Division, the departments set up to promote
environmental activities are as follows: in the
Construction Headquarters, the Safety & Environment
Department; and in the Regional Headquarters, the
Safety & Environment Team of the General Control
Department, and the Safety & Environment Group.
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President Safety, Environment & Quality Committee
Head Office Main department

Safety & Environment Division Environment Department

Construction Headquarters Responsible department

Sales Division
Social Infrastructure Division

Safety & Environment Department

Regional Headquarters Responsible department

Tokyo Sales Division Safety & Environment Team,

Kitakanto & Hokushinetsu Sales Division General Control Department

Higashikanto Sales Division
Minamikanto & Tokai Sales Division

Nishikanto Sales Division
West Japan Sales Division

Regional Headquarters Responsible department
Fukushima Division Safety & Environment Group

Initiatives to Reduce
the Environmental Burden

Amid intensifying global environmental issues, we believe
that we can contribute to protecting the sound
biodiversity of the ecosystem and realize a sustainable
society by implementing systematic and efficient
environmental conservation measures in all aspects of
our business activities.

In addition to promoting environment-friendly
procurement, Kandenko's initiatives for environmental
conservation include efforts to reduce consumption of
resources and energy and measures to improve industrial
waste recycling rates and convert waste into valuable
resources. By ensuring strict compliance with
environmental laws and regulations, we are also working
to eliminate environmental risk, enhance environmental
awareness, and further integrate environmental
conservation activities. As a corporate member of a
recycling-based society, Kandenko seeks to create a rich
human environment and implement unceasing innovation,
contributing in this way to activities that conserve the
global environment.

Examples of Initiatives

Achievement of “ZEB Oriented” appraisal
standard

The Company’s Education & Training Center, whose
renovation was completed in March 2019, became the
second building in Japan and the first renovated building
to receive the “ZEB Oriented” certification.

“ZEB" stands for net zero energy buildings. The term
refers to buildings aimed at reducing annual energy
consumption to virtually zero by integrating energy-
saving technologies with energy-creating ones. A
nationwide campaign is now in progress to popularize
ZEB.

This “ZEB Oriented” is a newly-established appraisal
standard for large buildings that consume large amounts
of energy. Through the renovation, the Education &
Training Center reduced energy consumption by as much
as about 35% by adopting a high-efficiency air
conditioning system, in addition to making about 1,000
glass windows double-paned and laying insulating
materials on the roof.

Power generation business

Generation of electricity from wind and solar power is in
progress as a way to utilize natural energy. The Company
has engaged in the design and construction of numerous
solar and wind power generation systems and
participated in experimental studies of renewable energy
in and outside Japan. Leveraging our accumulated
technologies and expertise, we operate a power
generation business using renewable energy since fiscal
2012.

(OPower plants in operation (Excerpt)

Maximum output Location
i 13.5 MW
. dChOSh' | @ windmilswitha | Choshi-shi, Chiba
Wind Power Plant capacity of 1.5 MW each)
- 9.0 MW L .
Yagi Wind Power Plant (6 windmills with a Choshi-shi, Chiba
capacity of 1.5 MW each)
Shiraoka 1.5 MW | Shiraoka-shi, Saitama
Solar Power Plant
Kaminokawa 1.75 MW Kaminokawamachi,
Solar Power Plant ’ Kawachi-gun, Tochigi
Sosa Solar Power Plant 1.5 MW Sosa-shi, Chiba
Shin-Koga Sakaimachi,
Solar Power Plant 1.5 MW Sashima-gun, Ibaraki
Ushikuma 1.5 MW | Kama-shi, Fukuoka
Solar Power Plant
Kama Kama-shi, lizuka-shi,
No.1 Solar Power Plant 13.75 MW Fukuoka
Kama .
No.2 Solar Power Plant 5.0 MW | Kama-shi, Fukuoka
. Maebashi 6.75 MW | Maebashi-shi, Gunma
Biomass Power Plant
Kami Ketto Tsunanmachi,
Hydroelectric Power Plant 990 kw Nakauonuma-gun, Niigata

=
ZEB
BT BT BT RT AT
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m Operational launch of Kami Ketto Hydroelectric
Power Plant

The Kami Ketto Hydroelectric Power Plant, which the
Company had constructed in Nakauonuma-gun, Niigata
Prefecture, began operation in May 2020 following its
completion.

This power plant is a run-of-the-river hydroelectric
power plant that makes effective use of a drop at the
Kami Ketto Sand Control Dam that has existed on
Nakatsu River in the Shinano River system. Its
characteristics include construction next to the sand
control dam built in 1961, the installation of a sand
elimination shaft as a measure against landslides in
addition to a shaft for power generation, and minor
effects on the river environment thanks to a drainage
tunnel built at the time of dam construction used as a
flood control channel (to reduce a low-water section).

The power plant is scheduled to generate about 6,500
MWh of electricity per year, which corresponds to annual
power consumption by about 1,200 ordinary households.
The generated power is planned for sales over a long
period (20 years under a feed-in tariff system).
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Under the corporate motto of “People First,” the Company strives for “human resources development,”
“reforms for work practices and annual leave systems,” and “creation of an open workplace
environment.” Through these measures, we work to realize a working environment where each
employee can take an active role by fully realizing their potential.

| 4
Basic Policy on Human Resources

Development

While continuously nurturing a “professional workforce
trusted by society and customers” necessary for sustained
growth, the Company will develop and raise the
capabilities of each employee.

y
Outline of Initiatives

for Human Resources Development

The Company has continuously worked to establish
systems to develop excellent human resources.
An outline of specific initiatives is as follows.

1. Personnel development
OJT: Guidance and training through workplace operation
Group seminars: Training for professional expertise and skills
Self-development: Support upskilling of employees,
such as acquisition of qualifications

2. Development of a workplace culture and
environment that fosters human resources

3. Development of a human resources development
system (standardization of development methods)

Development

of personnel

Continuous human
resources
development

Development
of human
resources

Development
of workplace

culture and

development environment

system
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Personnel We Aspire to Be

1. Professional workforce trusted by society and

customers

® Human resources committed to a mission to live up
to the trust and expectations of customers and
make contributions to society

® Human resources equipped with high skills necessary
to provide the best services and facilities

©® Human resources respecting diverse values to cope
with changes in the times and ceaselessly striving for
self-development and ingenuity

2. Workplace culture and environment that foster

human resources

® A workplace where everyone can learn from each
other and grow together

® A workplace where employees can speak and
consult with others frankly

® A workplace where each employee can exert their
own abilities

Training Programs

OJT training

OJT training is a program whereby senior employees in the
workplace encourage junior employees to acquire business
abilities by providing guidance on practical knowledge and skills
in daily operations.

OJT training is also important as a way for expert employees
to pass on technologies and skills to young employees.

(Status of implementation)

® OJT leadership training (Held 12 times, attended by 196
employees)

® OJT promotion training (Held 9 times, attended by 71 employees)

Group seminars

Group seminars are held for the purpose of equipping
employees of the Company with the necessary skills
commensurate with their positions.

We seek to upskill each employee by classifying them
into new employees, mid-level employees, and employees
in managerial positions.

Action

Improvement

resources
development
through OJT

Evaluation and validation

Implementation of training

(Status of implementation)

® Implementing level-based training

® Implementing blending education (e-learning and
group seminars)

® Giving feedback of training results to workplace

Category Level

Specialized training

Division

Duties related to construction, (
sales, and administration construction

Duties related to Duties related to sales

Introductory training

New employee training

Technical training

1 -2 years Basic training New salesperson training
3 - 4 years Intermediate training Salesperson basic training
. Design training,
B - 7R Advanced training estimatic?n training, etc.
8 - 10 years Special advanced training Salespertsrgir;]i;%eoallzed
Team leader level Team leader training

Assistant section manager level Assistant section manager training

Section manager level

Section manager training

Department manager and deputy
department manager level

Training for next generation leaders

Self-development

In acquiring national qualifications required for duties,
the Company provides various support to employees who
are willing to learn and grow on their own. Support
includes in-house seminars and bearing expenses for
correspondence education programs, external workshops,
and examinations.

Examples of qualifications recommended by the Company

1st grade construction managing engineer

Professional engineer and associate professional engineer
First-class electrician

Third-class chief electricity engineer

Fire defense equipment officer

Construction accounting specialist
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y
Reforms for Work Practices and Annual

Leave Systems

To realize a company where each employee can work
energetically in every workplace, the Company promotes
various work practices and annual leave systems aiming
to shorten total working hours while enhancing the
health management of employees.

Basic policy

® Leading and implementing reforms by managers
including executives

® Shifting to a work-life balance mindset

® Strengthening the industrial insurance system and
encouraging self-care obligations

Priority items and issues to be addressed

Priority items

1. Proper 3. Implementation of
management labor management
of work hours education

5. Enhanced health 2. Thorough management of
management employees working long hours

Managers

4. Shift to well-balanced
work practices

. Facilitate
communication

v

Issues to be addressed

Correcting long working hours

Operational improvement
Human resources development
Health management
Encourage and support promotion of various human resources
Proper management of work hours

Facilitate acquisition of days off and vacations

Major initiatives

® Scheduled grant of annual paid leave (5 days)
(Average number of paid leave taken in fiscal 2019: 10.7
days)

® Enhanced health care management based on professional
expertise
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K. Assertion

To create a workplace environment with greater
openness, the Company is currently engaging in “K.
Assertion” activities under the slogan of “Voice your
findings and appreciate voices.” Assertion* is a
communication method to develop smooth relationships,
and the Company’s understanding of assertion is “to
respect oneself and others, and frankly voice findings,
guestions, and opinions.” Continuous promotion of this
activity will encourage proactive communication among
employees and solidify relationships of trust. Also, the
activities will improve work quality and productivity as
they strengthen inter-organizational cooperation and aid
in preventing disasters and accidents.

*Assertions are communication skills to assert oneself properly without
causing distress in other persons. Generally, disparities in position make
it difficult to assert oneself, but using this skill enables frank
communication based on mutual respect, without superiors imposing
their opinions on others or subordinates feeling timid. This provides
additional assurance to employees in the workplace that they are
allowed to voice their questions and opinions.

(Outline of activities)

@ Issuing messages from executives on a regular basis

©® Making activities known internally and raising awareness

by displaying posters and distributing leaflets

® Implementing practical assertion training at group seminars,

etc.

Implementing assertion through practical operations

Superiors

Make a request

.'ﬂ

Show
appreciation
Listen
attentively

Speak out

Superiors Subordinates

Create an affable atmosphere «---«--
Interorganizational
cooperation

Achieving
Prevention of an open
disasters and workplace
accidents environment

Deterring power
harassment

Active communication «...«..

Improvement of work quality
Improvement of productivity

b

Initiatives to Promote Diversity

In October 2018, Kandenko established a Diversity
Promotion Team. So that each employee can demonstrate
his or her capabilities irrespective of gender, nationality, age,
or bodily features, we are working to develop vigorous
personnel and a workplace environment in conjunction with
“reforms for work practices and annual leave systems” and
“measures for human resources development.”

Also, by respecting the diverse ideas of employees, we
aim to raise corporate value and become a company that
will continue to be trusted.

Promoting employment of persons with disabilities

To step up diversity promotion, we engage in initiatives for
employment and advancement of persons with disabilities.

Inclusion of LGBT

We take up LGBT at workplace training to educate and
raise awareness on the issue.

Promoting the advancement of women

The Company has been promoting the Project to
Promote Female Advancement as an action plan to
further promote the advancement of female employees
since fiscal 2016. An overview and major initiatives of
the project are as follows.

Period of the Action Plan

April 1, 2016, to March 31, 2021

Action Target

A fourfold or more increase (32 or more people) in the number
of women in managerial positions to the end of fiscal 2020.

Basic Policies of Initiative

® Improvement in Workplace Culture and Awareness
Create a workplace culture and awareness that
appropriately values and rewards people who work hard
regardless of gender.

m Expansion of Assigned Duties and Development of
Professional Abilities

Roll out initiatives to expand the range of duties assigned

to female employees, for instance by promoting the

advancement of women at engineering worksites, and

create an environment in which employees can take the

initiative in developing their professional skills.

® Enhanced Support for Work-Life Balance
Achieve a workplace environment that supports both male and
female employees who continue working while raising children.

Examples of Initiatives

® Held “Kandenko SunSun School”
In August 2019, the Company hosted “Kandenko SunSun
School”—a Bring Your Family to Work event.

Held for the first time, the event was organized for the
purpose of helping the families of Kandenko employees
deepen their understanding of the Company's business as well
as fostering communication among the employees and their
families.

A total of 88 employees and their families gathered at its
Head Office, and the Company’s one-day employee pass was
given to each child. At the event, they participated in various
kinds of programs, including riding an aerial work platform
truck, exchanging business cards in the workplace, and
attending a lecture on the South Pole given by an ex-Antarctic
expedition veteran.
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m Participation in Science and Technology Challenge*
Since fiscal 2016, we have participated in the Science and
Technology Challenge—an initiative organized by the
Japanese Cabinet Office and the Japan Business Federation—
by actively supporting female students in their choice of
career paths in the fields of science and technology.
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http://www.gender.go.jp/c-challenge/about_rikochalle/index.html
(in Japanese)

* Through initiatives led by the Gender Equality Bureau of the Cabinet
Office, the Science and Technology Challenge supports female students
interested in the fields of science and technology, who are taking on the
challenge of a related career path based on a clear vision of their future.

® Held Forum for Female Technical and Engineering Staff
We hold lectures and seminars with an aim of reforming
the awareness of female employees appointed at worksites
and to expand the range of their duties. <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>