Initiatives to Enhance Corporate Vale

Management that is conscious of cost of capital and stock price
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Basic approach

® The Company recognizes that our most important management mission is to achieve sustainable growth and enhance
corporate value over the medium to long term.

® We are working to achieve a good balance between financial soundness and capital efficiency.
® In business investment, we make optimal business decisions based on the cost of capital as a hurdle rate.

e We pay appropriate and stable dividends and purchase and retire treasury stock to increase shareholder returns and
improve capital efficiency, while being conscious of the stock price.

Strengthening Profitability estimated at the time of receiving orders will improve significantly from FY2023 onward. The positive impact
profitability on business performance will be seen by FY26. The negative impact of unprofitable construction works is expected to be
mostly resolved by the end of FY2024.
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== business o businesses ’_ﬁ} base
. Accelerate construction peripheral Further strengthen the foundation that
m = Strengthen the core construction businesses positioned as a growth area supports management and enhance the
business and increase profitability. and create solid revenue sources. w effectiveness of business development.

Thoroughly strengthen profitability and customer appeal while accelerating peripheral businesses. Aim for management with multiple revenue streams.

fforts to engage in positive dialogue with shareholders and investors

e We will allocate internal resources appropriately to establish a system that further strengthens our IR activities. We
Strengthening department dedicated to IR.

® Management will proactively participate in dialogue with shareholders and investors and will communicate directly with
them.

e Outside Directors, who are responsible for overseeing management, will engage in dialogue with shareholders and investors
regarding the current state of governance and related issues.

® To enhance the disclosure of our dialogue status, we will disclose the themes of dialogue in our integrated report and on
the corporate website, which will encourage further engagement. (We have been disclosing the number of dialogues,
participants, and feedback on the corporate website and in corporate governance reports.)

e Opinions, requests, and other information from shareholders and investors obtained through dialogue will be fed back to
members of the Board of Directors and relevant divisions. (We consulted opinions gathered from our dialogue when
<[:onsiderin9 the sq?reholder return policy, capital policy, and investment strategies in the Medium-term Management Plan

FY2024-FY20261).

® The Company will actively engage in dialogue with investors as part of its ESG and SDGs strategies revised in FY2024. We
will proactively exchange opinions with them on business performance trends, management strategies, and shareholder
returns, as well as environmental and social issues and corporate governance initiatives.

® We will create a disclosure policy, including an IR policy, and promote the Group’s proactive approach to information
disclosure and IR.

e We will provide financial information and timely disclosures in both Japanese and English simultaneously for fair disclosure. 1
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As in the previous fiscal year, the Company took steps to expand the opportunities for dialogue, such as holding individual
meetings and conference calls with shareholders and investors in Japan and other countries using online tools, arranging small
meetings, financial results briefings, and participating in investor conferences.

Additionally, as part of our efforts to enhance systems and initiatives for promoting constructive dialogue with shareholders and
investors, we have appropriately allocated internal resources by strengthening the dedicated IR department. The status of these
implementations has been disclosed on our corporate website and in the corporate governance report.

Main themes of the dialogue

-Orders received and profitability of the orders =~
-Factors for improving the profit margin of domestic Civil
Engineering business and its sustainability
-Factors for a decline in the profit ratio of domestic Building
Construction business and improvement measures
-Background of the earnings revision and accuracy of the

/3—Year (FY2024-FY2026)Targets and Performance

Rate of increase in number of
participants in financial briefings

Rate of i 4.4%
\(compared to previous FY) 1 0% ate of increase 3 0

. Performance in FY2024

FY2024 Main communicators

Construction
business
environment

revised disclosed values

-Provision for loss on construction contracts that has been
recorded ) ) ) o
-Causes of loss in construction work and completion timing

g 6  President, and departments in -Current picture and outlook of construction costs such as
Small meetings times charge material cost and labor cost . .
’;—Pl;he sﬁuatlor}tlrega]rcdlng ’clh? Dassllng on .ofc |ncre?secjc cost and
o . 107  President, officers in charge, and O O e D raUses IO SO 2h
. ’ : d . g Partner Companies and Supply-Demand
Individual meetings times  departmentsin charge Balance ) )
-Current picture and outlook of the business environment
Shareholder 16  Officersin charge, and departments “Stat f the lidabashi Redevel i p ¢ and real
A i ; ; atuses of the lidabashi Redevelopment Project and rea
relations meetings times in charge Construction estate investment
. . . . . -related -Prospects for purchase of SEP vessels and offshore wind
Financial results 2  President, officers in charge, and peripheral power generation projects
briefing times departments in charge businesses -Investment plans and progress, efforts to improve investment
execution capabilities
Conference hosted by 1 President, officers in charge, and )
a securities company times departments in charge -Initiatives taken on medium- and large-scale wooden

A dialogue between the President and
Representative Director and institutional investors

Business and
capital tie-up

Capital policy
and returns
to
shareholders

Sustainability
and

governance

construction projects
-Measures to increase synergy with Sumitomo Forestry Co., Ltd.
-Approach to cross-shareholdings

-About Medium-Term Management Plan (FY2024-FY2026)
‘Approach to optimal debt capital structure

-Approach to the level of equity ratio and additional return
-Background of the dividend policy and the introduction of the
interim dividend system

-Human capital management o
-Measures taken against the 2024 problems (application of
upper limit on overtime work) and their impact . .

%ZEIB' GX market, and Black Bark Pellet, a decarbonized biomass
ue

-Background for transitioning to a company with an audit and
supervisory committee

-The status of the reduction of policy-held stocks and the
policy for further reduction
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Utilization of Interest-

e (Cost of capital: Recognized as around 5% (CAPM) R
Mid-Term Management Plan(FY2024—-2026) [Financial Targets] nvestment Recave
o Capital efficiency : ROE10% or more(FY2026)

Equity ratio of approx. 45%

(Striving to balance financial soundness and capital efficiency.) o Salesi hareholder Return:

The Board of Directors has adopted a resolution on initiatives to further o

Capital Investment:

Enhance
Corporate Value eripheral Businesses:

through efficient investment in JPYA40 billion scale
growth areasand stable
sharehokder retumns.

JPY4 billion scale

- H |
red SICEICHOSS Sh el hO ld Ings. *Dividend amount based on financial results from 2023 through 2025.
® Profit allocation : Dividend payout ratio of approx. 40% Dividends for the last year of the plan (FY2026) are not included.

(Our basic policy is to return profits in a reasonable and stable manner.)
® Purchase of treasury shares : We will flexibly consider additional returns, including the purchase of treasury shares, depending upon changes
in the business environment and the progress of individual business strategies and investments.
(JPY10 billion worth of treasury shares were retired during the previous Mid-Term Management Plan period. )

In business investment, we make optimal business decisions based on the cost of capital as a hurdle rate, and we also pay appropriate and stable
dividends and purchase and retire treasury stock to increase shareholder returns and improve capital efficiency, while being conscious of the

stock price.
Changes in Cost of capital, ROE and PBR Changes in Returning Profit
times 100 millions of yen
o, 200
14.0% 24 121.6% 120%
13.7% 180 179
12.0% 11.5% 2.2
5 160 100%
10.0% 140
9.5% 1.8 30%
120
8.0% 16
6.3% 100 9459.7% 0%
5.9% 5.8%
6.0% 5.5% /\L _.L 5.6% 5.4% 1.4 %
4.8%
5.2% 1.2 40%
4.0% 47%  1.06 60
0.86 0.95 1
40
0.74 0.96
2.0% \ 20%
| 0.67 08 20
0.0% 0.6 0 0%
2020/3 2021/3 2022/3 2023/3 2024/3 2025/3 2021/3 2022/3 2023/3 2024/3 2025/3 2026/3
. . forecasts
mmmmm Profit attributable to owners of parent Total payout
PBR === Cost of capital ROE 3

Total payout ratio @@ P3yout ratio
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100 Our policies on shareholder return and the equity capital ratio

%
Dividend Payout f ;
Shareholder Return 0 Mo o Sdui Ratio,
ending In larch-.

0 q q q 9_q 20 (o) A
e In order to enhance corporate value, we strive to optimize capital efficiency ;0 Approx. 40% SAD'?ZZX'f“E’f’ ol
- - . - - - - - - - - - r basic policy is to return triving to balance financial
while maintaining financial integrity with an equity ratio of approximately €0 fileiiircesive Ceeianey !
45%. Our basic policy is to consistently and reliably return profits 0
to shareholders. " 40%~44% .
. . 40 40% or less 45% or more
® We are targeting a payout ratio of 40%, but 0 Considering an additional
will flexibly consider additional returns, including the purchase of treasury Strengthening return flexibly
; i : g 20 -
shares, depending upon changes in the business environment and management P ————
the progress of individual business strategies and investments. 10 infrastructure
O Dwiden-ds for the l?st vear of the plan (FY2026) are not included.
L Equity ratio
Investment Portfolio
® We plan to invest JPY4O0 billion in peripheral businesses and JPY9 Nobuo Sayama
billion in capital expenditures during the plan period. Partner and Representative Director, Intesral Corporation
® Returns from the previous investment will be partially Professor, School of Business Administration, Hitotsubashi 4

Specially Appointed Professor, Graduate School of Advanced

realized durmg the DeFIOd. Integrated Studies in Human Survivability,Kyoto University etc.

® An Investment Strategy Committee chaired by the Kumagai Gumi
- . . . . March.2024/Partner of Integral Corporation (current position)
pre5|dent Wlll be setupasa management co'unc'll starting in FY202'4 Apr. 2024 /Specially Appointed Professor, Graduate School of
to study, formulate, and monitor company-wide investment strategies, Management, Kyoto University (present post)
while inviting outside advisors as committee members who can provide guidance.
e Investments will also be expanded in order to enhance the management infrastructure.

Fr2028 ending inMar25 -~ Investment in Peripheral Businesses: JPY40 Billion Capital Expenditures

A ] Renewable

g Investment Amount Real Estate Deye_lopment. Energy: ! IPY9 Billion

$ JPY40Billion JPY25 Billion JPY10 Billion +

T

.’ BlRecognized Income* - Real Estate Development: JPY3 Billion

o JPY40 Billion - Other Businesses: JPY1 Billion & Investments in other management infrastructure
‘%7*Incomerecognizedduringmeperiod R&D, human capital, digital transformation: JPY21 Billion

for cumulative investments

T To realize our long-term vision, we will continue to invest even beyond the plan
FY2035 ending in Mar-36 period, and will aim for an annual income of JPY13 Billion by FY2035.
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Since July 2022, we have been enhancing corporate advertisements to raise awareness of Kumagai Gumi.

(1) Recruitment support
(2) Sales support
(3) Increasing motivation

Expected effects

(1) TV commercials

(2) Web advertising (Yahoo!, Google, social media)

(3) Transportation advertising (digital signage at stations, video ads in train cars)
(4) Radio commercials

(5) Newspaper advertisements

Main
advertisements

Recognition of Kumagai Gumi among the younger generation*:

The level of recognition rose from 17% (before the corporate advertisements) to 32.1%.
*Younger generation: College students and graduate students aged

between 18 and 29 who are considering job hunting

n A 1 A A m
Episode 'Making Smiles Come True
35 1
Boa, <A FLT. 828, 32.1%
ABCRHTEENF LN, ﬁ RS ﬁ 30 A 29.4%
AREG RS A BRT D, a
Zoi—2L e, 25 A 24- 1%
BHEEMLTESMETISHRMASAL,
. RN RMEERS WEME Mot EEATRGAN, 20 A 17.0% 17.3 22
11 .
i 2<aak, 15 15.4
BrOeEL. MAETLBLALE,
10 - 11.9
7.4 6
i 5.4
-
0 4 | 1o |
| Survey in Survey in Survey in Survey in
June 2021 February 2023 | February 2024 | February 2025
n= 818 800 800 800
7 "Familiar with the
4 |Coman o 17.0 24.1 29.4 32.1
m Familiar with the company name mHave a basic understanding of the business
Have in-depth knowledge of the business
"Familiar with the Company" total: Familiar with the company name + Have a basic understanding of the
' business + Have in-depth knowledge of the business
ﬂ Survey method: The survey was conducted by the Company using an online survey panel
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provided by a research firm.
Scope of survey: Nationwide
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[Cautionary Statement Regarding Forward-Looking Statements]
This document has been translated from the Japanese original for reference purposes only. In the event of any discrepancy
between the English translation and the Japanese original, the original version shall prevail.




