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Action to Implement Management that is Conscious of Cost of Capital and Stock Price
(Update)

NIPPON RIETEC CO., LTD. (the “Company”) hereby announces that, at the meeting of the Board of
Directors held on May 12, 2025, it has assessed and evaluated the current situation with regard to the Action to
Implement Management that is Conscious of Cost of Capital and Stock Price, which was last published on
December 21, 2023, and updated the policies and efforts aimed at improvement as per the appended document.
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Introduction N?\

NIPPON RIETEC CO., LTD. (the “"Company”) published the Action to Implement
Management that is Conscious of Cost of Capital and Stock Price (Update) on December
21,2023 and is working to resolve various issues.

2. In addition, the Company has completed RX2024, the medium-term management plan for
fiscal years 2022 to 2024, and formulated a new medium-term management plan for fiscal
years 2025 to 2027 called the "2027 Medium-Term Management Plan.”

3. In the 2027 Medium-Term Management Plan, there are no changes to policies aimed at
implementing management that is conscious of the cost of capital and stock prices, but
the Action to Implement Management that is Conscious of Cost of Capital and Stock Price
has been updated in conjunction with the publication of the 2027 Medium-Term
Management Plan.

4. Aiming to be a company that meets the expectations of shareholders and investors and is
chosen by them, NIPPON RIETEC will strive to resolve the various issues raised here.

©2025 NIPPON RIETEC CO., Ltd. 2



Awareness of the Current Situation m
regarding Return on Capital and Market Valuation YUY

* The Company has implemented a variety of measures since the publication of the Action to
Implement Management that is Conscious of Cost of Capital and Stock Price on December 21, 2023,
resulting in adequate results such as achieving the initial plan ahead of schedule. On the other hand,
insufficient return on capital and market valuation are still recognized as ongoing issues.

[Return on capital < Cost of capital]
Return on While the cost of capital is around 8%, ROE remains below the
capital cost of capital, despite improving due to the sale of cross- of ROE
shareholdings, etc.

[PBR < 1.0x]
Market While PBR remains somewhat stable below 1.0x,
valuation evaluation of businesses’ growth potential, efficiency,
etc. is insufficient

Further improvement

Strengthening of
growth potential and

improvement of
efficiency

*Construction Industry Average (Prime Market Listing/FY2023 Financial Results Summary)
vs. NIPPON RIETEC Results (FY2024 Financial Results)

Indicator Industry NIPPON Indicator Industry NIPPON
Average RIETEC Average RIETEC
Equity ratio 43.3% 67.3% Price earnings ratio (PER) 14.8x 7.8x
Operating profit margin on net 5 59, 7.6% Price book-value ratio (PBR) 1.2x 0.6x
sales - . 0
Dividend payout ratio 42.7% 40.3%
0, 0,
Return on assets 5.3% 6.3% *Extracted from statistical data and survey reports of the Japan Exchange Group
ROE 8.7% 7.7% *PER and PBR calculated based on stock price as of March 31, 2025 (1,487 yen)
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Analysis of the Current Situation

N

* While it is improving, ROE remains below the cost of capital
* Despite efforts to strengthen shareholder returns and dialogue with investors, stock price and PBR

remain at low levels.

(1) Changes in Operating Profit and ROE

(3) Number of Responses to Inquiries from

1. s e Shareholders and Investors
\
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Current Situation regarding Targets

N

* The targets for FY2027 set in the previous publication were achieved ahead of schedule during
FY2024, but we will aim for further improvement based on the 2027 Medium-Term Business Plan.

FY2027 Targets Set in the December 2023 Publication SHEED EBar e 4iEle

FY2024

(;DU Consolidated operating profit 2% level 7 6%

o margin

C

=

S Total return ratio 40% or more 40.3%

8

O,

e ROE 5.5% 7.7%

Z Consolidated net sales 63.0 billion yen 68.7 billion yen

Q

A

S Consolidated operating profit 4.5 billion yen 5.2 billion yen

5

o : 5.0 billion yen 1.6 billion yen

> Growth investments (Annual average: 1.0 billion yen) (FY2024)
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Main Measures to Be Implemented

* In order to improve PBR, the Company is working on various measures aimed at further
strengthening return on capital, growth potential, etc. (For details on the various measures, please

refer to the 2027 Medium-Term Management Plan.)

Improvement of
PBR

Market ]

capitalization
Shareholders’

equity
2
e Improvement of
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T 3 5 3 o o o
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3 Shareholders'
equity

Current net
income

Total assets

Total assets

Shareholders’
equity

Strengthening

of growth
potential /
reduction of
cost of capital

Strengthening of

return on capital

Streamlining of
balance sheet

Optimization of
financial leverage

Implementation of
growth strategy

Strengthening of
IR activities

Strengthening of

corporate
governance

[Main Measures to Be
Implemented]

Strengthening of construction
capability and improvement of
productivity

Expansion of business areas and
strengthening of group
companies

Condensing of cross-
shareholdings, portfolio assets,
etc.

Strengthening of shareholder
returns

[Main Measures to Be
Implemented]

Investments aimed at achieving
the strategy

Enhancement of investor briefings,
etc.

Enhancement of non-financial
information disclosure

Introduction of share-based compensation
for board members as a medium-/long-
term growth incentive
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Shareholder Returns

- The Company’s basic policy on shareholder returns and shareholder return indicators have been

revised as follows.

Revision of Approach to Dividends

[Basic Policy on Shareholder Returns (Existing)]

The Company positions the return of profits to shareholders as an
important management issue and aims to enhance shareholder
returns and improve capital efficiency through the continued
provision of stable dividends and the flexible acquisition of treasury
shares. With regard to profit distribution, we strive to optimize
distribution and to balance preparing for future sustainable growth
with returning profits to shareholders. To this end, we will set a
guideline of 40% for total return ratio.

—.

[Basic Policy on Shareholder Returns (Revised)]

The Company positions the return of profits to shareholders as an
important management issue and aims to enhance shareholder
returns and improve capital efficiency through the continued
provision of stable dividends and the flexible acquisition of treasury
shares. With regard to shareholder returns, in order to provide stable
and progressive dividends that will not be influenced by short-term
performance, we will set a guideline of 3.2% for DOE.

Revision of Shareholder Return Indicators

[Reasons for Revising
Shareholder Return Indicators]

1) To strengthen the stability of shareholder returns
that are not influenced by short-term performance
fluctuations o '

2) To continue providing progressive shareholder
returns . o '

3) To strongly commit to achieving the main target
values published by the Company

*The Company has published the following
numerical targets with a focus on ROE and
shareholder returns

ROE: 8% Total return ratio: 40%

New Shareholder
Return Indicator

Implement shareholder returns with
a guideline of 3.2% for DOE

*DOE (3.2%) = ROE (8%) x dividend payout ratio (40%)




Capital Allocation

- We will build an optimal capital allocation system in which capital generated from operating cash
flow and rebalancing of the balance sheet is invested in shareholder returns, business continuity and

renewal, creation of new growth opportunities, etc.

Generate a 3-year
total operating cash
flow of 10.0 billion
yen or more

Generate funds by
condensing portfolio
assets with a focus on
cross-shareholdings
(approx. 1.0 to 2.0
billion yen in 3 years)

Utilize 2.0 to 5.0
billion yen in leverage
as needed to achieve
growth investments

Operating cash flow

Condensing of
portfolio assets

Utilization of
borrowings

Shareholder returns [

Business continuity
and renewal
investments

Growth investments

Continuously return
dividends at a level of
3.2% DOE

(approx. 6.0 billion
yen in 3 years)

Invest in the
continuity of existing
businesses such as
facility upgrades
(approx. 2.0 billion
yen in 3 years)

Achieve cumulative
investments of 5.0
billion yen or more
over 3 years to create
new growth
opportunities
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FY2027 Targets (Revised from December 2023)

N

* In order to help achieve the priority implementation items of the financial strategy established in
the 2027 Medium-Term Management Plan, the FY2027 targets will be revised as follows.

. s . Situation as of the End of Targets Set in the 2027
FY2027 Targets Set in the December 2023 Publication FY2024 Medium-Term Management
Plan
. Consolidated opgratmg profit 7% level 7 6% 8.4%
= margin
c
> - o,
9 Shareholder returns Total returnrlor?:o. 40% or Dividend payout ratio: 40.3% DOE: 3.2% level
0O
Q
% Reduction of cross- 10% reduction compared to 25% reduction compared to
= . - the end of FY2023 based on the end of FY2024 based on
shareholdings — . L :
acquisition price acquisition price
Consolidated net sales 63.0 billion yen 68.7 billion yen 77.5 billion yen
§ Consolidated operating profit 4.5 billion yen 5.2 billion yen 6.5 billion yen
A
= . 5.0 billion yen 1.6 billion yen 5.0 billion yen or more
<
g—’ Growth investments (5-year cumulative total) (FY2024) (3-year cumulative total)
Q
=
> ROE 5.5% 7.7% 8.0%
Brlefllngs_ f_or |ns_t|tut|onal and - Once each year Twice each year
individual investors
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Action to Implement Management that is Conscious of Cost m
of Capital and Stock Price (Summary) VoA

- With regard to the Company’s issues of strengthening profitability and strengthening growth
potential, by accomplishing each of the strategies established in the 2027 Medium-Term
Management Plan and reaching the numerical targets established in the plan, we will improve
return on capital and market valuation.

m Accomplish each strategy established in the 2027 Medium- m
Term Management Plan = Reach KGls/KPls

= N

oo Four Business Strategies

c 0
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. . engagement mprovement o / resilience

n = Financial strategy productivity strategy

Q = aimed at enhancing aimed at achieving
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59
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Consolidated Consolidated ROE qumber of hires Operating CF
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Disclaimer N?\

This document is not a disclosure document in accordance with the Financial Instruments

and Exchange Act. No guarantees are made regarding the accuracy or completeness of the
information contained in this document. The information contained in this document is
current as of its preparation and includes uncertainties.

Accordingly, please refrain from relying solely on this document to make investment
decisions. Final investment decisions are the sole responsibility of the investor. Neither the
Company nor any of its affiliates shall be liable for any damages whatsoever resulting from
the use of this document.
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