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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 a meeting of its Board of Directors
held on May 18, 2026, it re-analyzed and re-evaluated the current situation regarding “Action to Implement
Management that is Conscious of Cost of Capital and Stock Price,” and has updated its policies and initiatives
for improvement, as outlined in the attached document.
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Introduction ;N?\

1. NIPPON RIETEC CO., LTD. (the “Company”) published the Action to Implement
Management that is Conscious of Cost of Capital and Stock Price on December 21, 2023,
and subsequently updated the contents on May 12, 2025.

2. Based on the progress made during the first year of the 2027 Medium-Term Management
Plan announced on May 12, 2026, the Company has decided to provide an update on its
initiatives over the past year regarding the Management that is Conscious of Cost of
Capital and Stock Price.

3. Through various business strategies and capital policy initiatives, key management
indicators and other financial metrics have shown signs of improvement. However, the
Company recognizes that these results have not yet met the expectations of shareholders
and investors.

4. Aiming to be a company that meets the expectations of shareholders and investors and is
chosen by them, NIPPON RIETEC will continue striving to address various issues.
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Awareness of the Current Situation Am

« Since the update of the “Action to Implement Management that is Conscious of Cost of Capital and Stock
Price” and the publication of the “2027 Medium-Term Management Plan” on May 12, 2025, the Company
has implemented a variety of measures that have led to improvements in return on capital and market

valuation. However, we recognize that these levels remain insufficient and continue to be issues.

Strengthening return on
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Results of Initiatives Over the Past Year (1): m
Strengthening return on capital and Growth Investments AN

* Through initiatives based on the four business strategies set forth in the “2027 Medium-Term Management
Plan,” the execution of growth investments, and efforts to improve profitability, we achieved higher order intake,

secured projects in new business fields, and improved profit margins and operating cash flow. As a result, we
achieved several targets for the final year of the Medium-Term Management Plan ahead of schedule.

*Figures shown in red indicate results for the final year of the Medium-Term Management
Plan of targets that were achieved ahead of schedule as of the end of March 2026.

Target for Final Year

c S Management . Results as of March
Main Initiatives Indicators / KPls of Medium-Term 31, 2026
Management Plan
(1) Securing large-scale construction projects
Rolling Stock Center [Railroad] -
- Signal system improvements at Morioka Station on Const(.)l'date(i.t 6.5 billion yen 7.1 billion yen
the Tohoku Main Line [Railroad] Operating profi
- New installation of facilities for the Shin-Omiya Ageo Consolidated operating 8.49 9.6%
Route on the Metropolitan Expressway [Road] profit margin o 07
- Electric facility renovation works at the Tokyo
International Exhibition Center (Tokyo Big Sight) ROE 8.0% 8.3%
[Indoor/Outdoor]
- New steel tower construction for the Dewa Main Line Completed o -
[Power Transmission Line] construction sales per 80 million yen 80.6 million yen
(2) Expansion into new business fields person
- Entry into grid-scale storage battery installation works Operating profit per - -
- Entry into data center-related works person 7 million yen 7.2 million yen
(3) Strengthening of construction capabilities Orders from newly- 3-year cumulative
= II\D/IEe’:l?(elrsc\)(fS?LEtﬁlc(tI:lgrlﬁdand establishment of NR entered markets 3.0 billion yen 3.4 billion yen
- Enhancement of en'gagement through revisions to the : 3-year cumulative First-year result
personnel system Operating cash flow 10.0 billion yen 4.74 billion yen
(4) Improvement of productivity ) 3-year cumulative First-year result
- Improvement of productivity through the Growth investments 5.0 billion yen 2.7 billion yen
development of new technologies -
- Improvement of operational efficiency through the use Shareholder returns DOE: 3.2% level ;aé%/etlDOE'l
of DX .6% leve
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Results of Initiatives Over the Past Year (2): m
Improvement of Market Valuation NN

- We strengthened our IR activities by holding our first-ever interim results briefing for institutional
investors and increasing opportunities for meetings with both institutional and individual investors. In
addition, through initiatives addressing investor expectations for “enhanced shareholder returns” and

“improved stock liquidity,” we achieved improvements in both our stock price and trading volume.

. eee uo Major Performance Indicators FY2024 FY2025
Main Initiatives

(1) Adoption of DOE as a shareholder return indicator Fiscal year-end stock price 1,487 yen 2,521 yen
- Realization of stable and progressive dividend returns Average monthly trading 32393 60999
(2) Execution of a secondary offering volume (March) shares / day shares / day
- Reduction of cross-shareholdings of strategically held Annual number of dialogues . .
shares and enhancement of stock liquidity with investors 44 times / year | 58 times/ year

hares Changes in Stock Price and Volume in FY2025 en) Changes in Annual Number of
300,000 *Year-to-date high: 3,245 yen 3,500 Dialogues with Investors
(Recorded on February 26, 2026) 3000 80 * Separately, the number of briefings for
250,000 ’ institutional investors was increased from 58
200,000 2,500 60 once to twice annually. 35 44
2,000 40 12
150,000 1,500 20 7 7 I
100,000 1000 o M — ™ i R
50000 ‘ 500 FY3/21  FY3/22  FY3/23 FY3/24  FY3/25 FY3/26
4/1 5/30 7/28 9/25 11/25 1/26 3/26 Individual shareholders mmmm Other
B Trading volume — e====Closing price e— T Otal
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Enhancement of Shareholder Returns ;N?\

- Based on the improvement in profitability (earning power) achieved through initiatives over the

past year, we will further enhance shareholder returns.

Profitability has improved, with operating
profit achieving the target level for the final
year of the Medium-Term Management Plan
ahead of schedule.

ROE has also achieved the “8%" target
originally set for the final year of the Medium-
Term Management Plan ahead of schedule.

With the achievement of the ROE target, we
have reached a level at which it is possible to
review the level of shareholder returns through

dividends. *

As stated in the Medium-Term Management
Plan, generated funds will continue to be
allocated primarily toward dividend returns
and growth investments.

Initial dividend return target indicator: DOE of 3.2%

(DOE = ROE x Dividend Payout Ratio)

ROE target: 8% Dividend payout ratio: 40%

—

Revised dividend return target indicator: DOE of 3.6%

(DOE = ROE X Dividend Payout Ratio)

ROE target: 9% Dividend payout ratio: 40%

DOE 3.2% 3.6%
Dividend per share 82 yen 97 yen
Total annual

dividends 2.0 billion yen 2.4 billion yen

* Interim dividend system to be introduced from the
fiscal year ending March 2027.
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Capital Allocation ;N?\

- Based on the FY2025 results for operating cash flow and growth investments, as well as the

revision of the DOE level, we have also revised the capital allocation policy as outlined below and
will continue striving to utilize funds effectively.

(IN) (ouT)

Continuously return
dividends at a level of 3.2%
DOE (approx. 6.0 billion yen
in 3 years)

.

Shareholder returns DOE level revised to 3.6%

from the second year of the
Medium-Term Management
Plan (approx. 7.0 billion yen
in 3 years)

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

e

Generate a 3-year total
operating cash flow of
approx. 12.0 billion yen

Operating cash flow

Generate funds by
condensing portfolio
assets such as cross-
shareholdings and idle
real estate (2.0 billion yen
or more in 3 years)

-

Generate funds by Condensing of
condensing portfolio assets pOI"thIiO assets

with a focus on cross-
shareholdings (approx. 1.0
to 2.0 billion yen in 3 years)

. .. Invest in the continuity of
Business continuity and existing businesses such as

renewal investments o—@ 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

.

Achieve cumulative
investments of 7.0 billion
yen or more over 3 years
to create new growth
opportunities

Growth investments

Utilization of

Utilize 2.0 to 5.0 billion yen borrowings
in leverage as needed to

achieve growth investments
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Action to Implement Management that is Conscious of Cost m
of Capital and Stock Price (Summary) FYY

+ As improvements are still in progress and “strengthening return on capital” and “strengthening growth
potential” remain ongoing issues, we have updated our management indicators and KPlIs in order to further
strengthen initiatives related to the four business strategies set forth in the “2027 Medium-Term Management

Plan.” By achieving these targets, we aim to improve return on capital and market valuation.

= W
D =+ . .
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= 2
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© Q J the business strategy
- ‘
(V)

Universal Values to Refine

Maintenance and
Safety first J improvement of J

Refining of Compliance
quality

technology

S/

uoijenjea ja)Jew
pue |ejided uo uinjai jo Jusawanoiduw|

Updated Management Indicators (KPls)

Consolidated Orders from newly-

operating profit ROE (se_;:‘:egumi';::t:e) DOE level
6.5 billion yen— 8%—-9% 3.0 billion yen— 3.2%—3.6%

7.75 billion yen 5.0 billion yen
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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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