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Presentation 

 

Shinonaga: Hello, everyone. As the appointed time has arrived, we would like to begin the Kanadevia 
Corporation's earnings briefing for the fiscal year ended March 2026. 

Thank you very much for attending our financial results briefing today. I am Shinonaga of the Investor 
Relations Section, Corporate Planning Headquarters, and I will be the moderator today. Thank you. 

As for today's materials, please have on hand the financial results presentation materials and the factbook in 
Excel file which were posted on our website on Tuesday, May 12. The structure of the financial results 
presentation materials and the factbook have been revised starting this time. Order intake, net sales, and 
operating income by company and segment are shown in the Appendix of the financial results briefing 
materials and factbook. 

I will introduce today's attendees. Today's keynote speaker, Mr. Michi Kuwahara, President and Group Chief 
Executive Officer. 

Kuwahara: Thank you. 

Shinonaga: Mr. Koichiro Oshima, General Manager of Corporate Planning Headquarters and Group Chief 
Financial Officer.  

Oshima: Thank you. 

Shinonaga: These are the two attendees today. Today, Mr. Oshima will explain the financial results for FY2025, 
the evaluation of the medium-term management plan Forward 25, the financial forecast for FY2026, capital 
policy, and shareholder returns.  

Then, Mr. Kuwahara will explain the recognition of issues for medium- and long-term growth, strategic 
responses, and efforts to prevent recurrence of quality-related inappropriate actions. We will conclude with 
a question-and-answer session. The entire session will last up to 90 minutes, including Q&A. 

Before we begin this briefing, I would like to offer a brief disclaimer. In the presentation that follows, we may 
discuss future outlooks based on current projections; however, please be aware that all such statements are 
subject to various risks and uncertainties. We ask for your understanding that actual results may differ from 
these projections. 

We will now begin our briefing. Group CFO Oshima, please begin.  
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Oshima: Now, I would like to first briefly convey today's key points. 

In FY2025, we expanded the scale of our business with record-high order intake and net sales, but profits 
declined significantly due to expenses incurred in dealing with transient technical problems in overseas 
projects. However, as these costs were already fully covered in FY2025, we anticipate entering the next phase 
of growth in FY2026, premised upon our normal earnings capacity. 
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I will now begin to explain the results for FY2025. First, you will see the company-wide results, and then I will 
explain the details of each business segment. 

Here are the consolidated results for FY2025. Order intake and sales reached JPY897.7 billion and JPY645.2 
billion, respectively, both record highs. This was mainly driven by the acquisition of several large WtE projects 
at our overseas subsidiary, Inova. 

On the other hand, operating income declined substantially to JPY12.1 billion. As mentioned earlier, the main 
reason for this was the cost of dealing with transient technical problems in overseas projects, which was 
compounded by a decrease in high-profit projects in Japan and an increase in costs associated with the 
strengthening of human capital. 
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As this page contains some duplicate content, I will omit the explanation here. 
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This is a comparison with the beginning of the period and the previous forecast. As you can see, order intake 
has been significantly higher. This is mainly due to the large WtE projects at Inova. 

On the other hand, operating income fell short of the previous forecast. This is not due to a deterioration in 
actual performance, but rather to a judgment made in conservatively estimating future risks related to 
technical issues and recording a provision for them. Net income for the period under review was boosted by 
a review of tax expenses and other factors. 
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Here is the YoY difference in net sales and operating income by segment. The Environment Business led the 
company's growth in terms of sales, with an increase of over JPY50 billion. 

On the other hand, profits decreased due to the impact of expenses related to the technical issues mentioned 
earlier. In the other segment, both sales and profits declined due to business portfolio transformation and 
changes in the mix of projects, resulting in weak results. 
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The chart above shows the factors for the change in net income, starting from operating income. Non-
operating income and expenses included equity in earnings of affiliates and foreign exchange effects, but 
these factors contributed to the overall increase in income. 

In extraordinary income/loss, a gain on negative goodwill resulting from M&A was recorded, while 
impairment losses associated with structural reforms and expenses related to inappropriate quality-related 
actions were recorded as extraordinary losses. As a result, net income was JPY11.1 billion. 
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Next is the balance sheet. Total assets increased due to the expansion of business scale and the depreciation 
of the yen. Interest-bearing debt has increased in line with investments for growth and M&A, but all of these 
are planned uses of funds based on the assumption of medium- to long-term earnings growth. 

While our equity ratio has temporarily declined, we prioritize the quality of our investments and our future 
earnings potential over the ratio level itself; going forward, we intend to improve this metric through a 
recovery in our profitability. 
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This is cash flow. Operating cash flow decreased due to lower profit levels and an increase in working capital 
in line with sales growth. Regarding investment cash flow, we have continued to invest in growth over the 
past several years and will continue to do so in FY2025. We are responding to these funding needs by raising 
funds in a flexible manner, and we believe that our liquidity is sufficient. 
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I will now explain results by segment. Order intake in the Environment Business totaled JPY726 billion, with 
increases in both EPC and O&M. Although there were some timing delays in Japan, sales also increased to 
JPY505.2 billion as a result of growth in large WtE projects overseas. In addition to progress in the overseas 
WtE and water businesses, M&A in Inova has contributed to the company's performance. 

On the other hand, operating income declined to JPY16.7 billion. This was due to costs associated with the 
temporary technical issues I have been explaining, as well as measures taken to address rising personnel costs 
within our domestic operation business. 
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Next is the Machinery and Infrastructure Business. Both order intake and net sales were lower than the 
previous fiscal year. The main factors were the loss of orders due to the transfer of a press machinery 
subsidiary and a decrease in projects in the bridge business. Meanwhile, in our precision business, revenue 
generated from large-scale orders is serving to underpin our performance. 

Operating income improved in the precision machinery business, but overall operating income declined due 
to a drop in profits in the press machine business and deteriorating profitability in the infrastructure business, 
especially in the bridge business. The Company has decided to withdraw from the bridge business in FY2030. 
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Next is the Carbon Neutral Solution Business. Order intake increased in the marine engine business due to the 
shift in timing from the previous fiscal year. On the other hand, there have been delays in projects by a 
subsidiary engaged in the nuclear-related equipment business. Consequently, performance has become 
uneven across different business segments. 

Although net sales increased in marine engine business, overall sales were slightly below the previous fiscal 
year's level due to delayed progress of projects in the process equipment business. Operating income 
decreased due to deteriorated earnings in the marine engine business and the impact of nuclear-related 
equipment business. The marine engine business was deconsolidated at the end of FY2025 due to the partial 
transfer of shares of a subsidiary. 
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Finally, we present here a selection of the projects we secured globally during FY2025. These are just a few 
examples, but we have received orders globally for large-scale projects that contribute to decarbonization 
and resource recycling, such as WtE, CO2 capture, and seawater desalination. These successes reflect the high 
regard in which our Group's track record is held, and these projects are now accumulating as a robust backlog 
that will support medium- to long-term growth. 
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Next, I would like to explain our evaluation of the medium-term management plan, Forward 25. Since FY2025 
is the final year of the medium-term plan, I will focus here mainly on the achievement of financial targets and 
the evaluation of the results. 

First, a summary of Forward 25's financial targets and results. Order intake and net sales, as I explained earlier, 
reached record highs and achieved our targets. On the other hand, operating income and ROE have not been 
achieved for the reasons I have explained earlier. 

As an important point, we evaluate the results of the medium-term plan as the fact that orders themselves, 
which will lead to future earnings growth, are accumulating more than planned. 
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Next is business portfolio management. Under Forward 25, we categorized our businesses into four groups, 
Growth-Driving, Future Potential Growth, Core Revenue-Generating, and Priority Transformation Areas, and 
have been steadily advancing a comprehensive shift toward growth-oriented businesses. 

Specifically, while stepping up investment in the Environment Business centered on Inova, we have 
simultaneously been undertaking the restructuring and realignment of businesses within the Priority 
Transformation Areas. Consequently, for FY2025, we have made the decision to withdraw from or divest our 
businesses in the areas of bridges, vacuum valves, all-solid-state batteries, and marine engines. Business 
liquidation itself is not an objective but is positioned as a means to reallocate capital and human resources to 
growth areas. 
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Here is the status of our overseas business and O&M business. The ratio of overseas group sales to total net 
sales shown on the left increased significantly, partly due to the impact of foreign exchange rates, to more 
than 50%. The direction set forth in Forward 25 has been clearly realized. 

On the right, the percentage of net sales from O&M business did not reach the target of 50%, but this is the 
result of EPC business outpacing the growth of O&M business. As you can see, net sales from O&M business 
are steadily growing, and our policy of growing ongoing businesses as a pillar of earnings over the medium to 
long term remains unchanged. 
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Next, I would like to discuss the expansion of our overseas business platform. Under Forward 25, we have 
done strategic M&A in the WtE, biogas, water, and process equipment business, mainly with Inova. As a result, 
we have established a structure that covers not only EPC but also the entire value chain, including O&M, 
services, and asset management. 
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Results in the DX and environmental sector were generally in line with plans, including the achievement of 
targets. On the other hand, we have not achieved our targets for human resources and risk management, 
which we will continue to address in the next phase of growth. 

To be more specific regarding the status of our non-financial goals, while our DX initiatives in the 
environmental domain are proceeding largely according to plan, we have successfully achieved our targets 
for the IoT integration of our products and the development of DX talent, and we are steadily advancing 
initiatives aimed at strengthening our medium-to-long-term competitiveness. 

Meanwhile, challenges remain in the areas of human resources and risk management. Regarding engagement 
and quality-related indicators, we will take seriously the results of FY2025 and continue our efforts to improve 
them. We will continue to address these non-financial issues as important management issues for the next 
phase of growth. 
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To conclude this section, I would like to briefly touch upon the status of our deliberations regarding the 
business integration with Nippon Steel Engineering Co., Ltd. 

Since the announcement on February 5, 2026, of the commencement of consideration of the business 
integration, due diligence is currently underway. While we assume that we will continue to pursue growth on 
a stand-alone basis, we are considering the possibility of business integration as an option for discontinuous 
growth to capture greater growth opportunities and to strengthen our competitiveness in the medium to long 
term. 

Anticipated synergies include the expansion of domestic and overseas business, with the WtE business as the 
core, and the upgrading of technology implementation capabilities in the decarbonization field, including CCS. 
Please note that, as of this time, no decisions have been made regarding whether integration will take place, 
or the terms thereof. Going forward, we will proceed with discussions based on the results of the due 
diligence; should there be any matters requiring disclosure, we will provide appropriate notification. 
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Next, I will explain the full year business forecast for FY2026. 

This is an overview of the earnings forecast for FY2026. Net sales are expected to be JPY640 billion, roughly 
the same as in FY2025. This is not a result of weak demand, but rather the impact of the loss of sales from 
businesses that were transferred or deconsolidated as a result of business portfolio transformation. 

On the other hand, operating income is expected to be JPY25.5 billion, a significant improvement from the 
previous fiscal year. The plan for FY2026 is predicted on our standard level of earnings capacity. Net income 
is also expected to improve to JPY21 billion, and we believe that FY2026 will be a year that clearly 
demonstrates a recovery in profitability. 
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The following table shows order intake and order backlogs. The order backlog at the end of FY2026 is expected 
to be approximately JPY2,450 billion, a record high level. We have accumulated order backlog equivalent to 
approximately four years of sales, and we believe that our medium- to long-term earnings base is sufficiently 
secured by large-scale overseas projects, centering on Inova. 

In addition, 64% of the order backlog at the end of FY2025 consisted of O&M business, and steady progress 
has been made in improving the business structure to stabilize earnings. 
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These are the forecasts for net sales and operating income by segment for FY2026. While we project overall 
net sales to remain on par with the previous fiscal year, this figure reflects the impact of our business portfolio 
reforms. 

Meanwhile, regarding operating income, we anticipate improvements across all segments, particularly in the 
Environment Business, as the one-off factors that weighed down earnings in FY2025 dissipate. 
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These are the projections for the Environment Business for FY2026. We expect net sales to increase due to 
progress in large-scale EPC projects, mainly overseas. Operating income is expected to improve significantly 
due to the absence of one-time expenses recorded in FY2025 and the impact of progress in projects. 

As for the WtE plant under construction in the Middle East, the main equipment has already been delivered 
and there is no physical damage so far. Although there are some logistical constraints, they have been factored 
into the process, and we believe the impact on FY2026 results will be limited. 
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Next is the Machinery and Infrastructure business. Net sales are expected to decrease due to the impact of 
business portfolio reforms, including the sale of the vacuum valve business. On the other hand, operating 
income is expected to improve despite the decrease in revenue, mainly due to a reduction in losses in the 
bridge business, which had an impact in FY2025. 
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In the Carbon Neutral Solution Business, net sales are expected to decrease due to the deconsolidation of the 
marine engine business. On the other hand, operating income is expected to improve due to progress in 
projects that have been postponed from the previous fiscal year, mainly in the process equipment business. 
Although the wind power and decarbonization systems business is still expected to remain in the red due to 
its small scale, we will continue to focus on this business as a future growth business. 
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This page presents the earnings forecasts of our major overseas subsidiaries for your reference. Both Inova 
and NAC expect record-high sales and profits in FY2026, and our overseas subsidiaries are structured to 
support earnings recovery in FY2026. 

That concludes with the earnings forecast for FY2026. 
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Next, I will explain our capital policy and shareholder returns. I would like to summarize and share with you 
our thinking on how we balance capital efficiency, financial soundness, and shareholder returns while 
prioritizing investment for growth. 

This is the basic policy for capital allocation to realize the 2030 Vision. We have positioned investment in 
growth as a top priority. We focus on securing medium- and long-term sales and profit growth through 
investments in overseas business and high value-added areas, as well as M&A and strategic investments. 

At the same time, we will make disciplined decisions on investments, focusing on profitability and capital 
efficiency. The business portfolio will be continuously reviewed, and resources will be concentrated on growth 
areas. The results of such growth will be linked to shareholder returns through profit growth and improved 
capital efficiency, while maintaining financial discipline. 

                                             

                                                     
                                                                                                                

                    
                                                                              

                 
              

              
                  

                       

                   
                         

                   
                  

                  

                                 
                               
                             

                                  
                             

                                  
                 

                                      
                                  

                                     
              

                                
                                 

                                   
                          

                          
                     
                            
        

                             
                              
                    

                                
                          
                         
                           

                                
                               
                              

                      
                         
                          

                         
                      

                              
                   

             

                       
                       

        

                             
                      
                        

          



 
 

 

 
       

    
29 

 

 

This page explains our approach to improving capital efficiency. We perceive the cost of equity to be 
approximately 8% to 9%. In FY2025, the level of ROE, ROIC, etc., temporarily declined due to lower profits and 
investments for growth, but we will continue to improve capital efficiency, centered on ROIC, through working 
capital efficiency and business portfolio transformation, in addition to improving profit margins. As a result, 
we aim to create an earnings structure that consistently achieves ROE in excess of 10%. 
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Lastly, I will explain shareholder returns. Although earnings declined in FY2025, we maintained the dividend 
at JPY25 per share. Even as we advance our growth investments, our commitment to prioritizing stable 
shareholder returns remains unchanged. 

This time, we have reaffirmed our basic policy of returning profits to shareholders through progressive 
dividends, with a target payout ratio of approximately 30%. Based on this policy and the outlook for earnings 
recovery in FY2026, we plan to increase the dividend to JPY38 per share for FY2026. While placing the highest 
priority on investment for growth, we intend to steadily return the results to our shareholders through profit 
growth and improvement of capital efficiency. 

This concludes my explanation. Although some issues temporarily became apparent in FY2025, we are taking 
necessary actions and believe that we will enter the next phase of growth from FY2026. 

Shinonaga: Thank you. Next, Group CEO Kuwahara, please go ahead.  
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Kuwahara: I am Kuwahara. From this point forward, I would like to explain our recognition of the challenges 
we face and the strategic responses we are taking to address them in order to achieve medium- and long-
term growth. I would like to talk about not only the short-term recovery of business performance, but also 
from the perspective of what social issues we see as opportunities for growth and how we can lead to the 
next stage of growth. 

First, I would like to discuss the premise of social issues that we see as opportunities for growth in the medium 
to long term. As you are all aware, waste disposal needs are structurally expanding against the backdrop of 
global population growth and urbanization. As conventional landfill disposal alone becomes more difficult, 
there is a growing need for stable disposal methods that reduce environmental impact. 

In addition, there is a movement in many countries to achieve energy security and decarbonization at the 
same time. In this context, WtE, which utilizes waste as a resource, renewable gas, and a locally distributed 
and stable means of energy supply, is gaining increasing recognition. 

We believe that this trend is not a one-time event, but rather a change in the market structure for waste 
treatment and energy. The Company intends to ensure that this structural change is captured as a medium- 
to long-term growth opportunity. 
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Next, I will explain our overall growth strategy in light of these changes in the business environment. In light 
of social issues and changes in the market environment, we have organized our growth strategy into three 
main pillars. 

The first is to strengthen profitability through business portfolio reform. Based on our growth potential and 
competitive advantage, we are shifting to a business portfolio that can generate sustainable profits by 
concentrating our management resources in priority areas. 

The second is to expand growth opportunities around Inova. We will accelerate global expansion centered on 
WtE and steadily capture market opportunities in growing markets. 

Third, strengthen governance to improve execution. Establish a system that enables prompt and accurate 
decision-making even as the Company expands its global operations. We are building a foundation that 
ensures the reliable execution of our strategies. 

By advancing these three initiatives, we hope to solidify the foundation for the next phase of growth. 
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This is a slide showing the business portfolio management under Forward 25, which Mr. Oshima explained 
earlier. What I would like to reiterate here is that we will continue to transform our portfolio to enhance our 
corporate value over the medium to long term.  

Based on the knowledge gained through the Forward 25 period, we will review the positioning of our 
businesses in response to changes in the market environment and competitive advantages, and make 
decisions on investment, restructuring, and withdrawal, thereby reforming our business portfolio. 
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Next, I would like to explain how we are progressing based on this concept and the progress of this portfolio 
restructuring . 

This is a summary of the progress of the business portfolio restructuring based on the concept I mentioned 
earlier. Since Forward 25, we have positioned this portfolio restructuring  as an ongoing effort, not a one-time 
event. Currently, we are proceeding with the process from policy making to implementation and final decision 
making, while dividing the process into phases for each business. 

As I mentioned at the time of the disclosure of the Q3 financial results, this is Phase IV, and the breakdown of 
the four cases is shown here. We will continue to steadily reform our portfolio based on these criteria to 
determine whether it will contribute to the enhancement of corporate value over the medium to long term. 
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Next, I would like to explain the growth opportunities for the group as a whole, with Inova at the core. 

We position Inova not merely as an overseas subsidiary, but as a core platform driving the growth of the entire 
group. 

We believe that Inova's business development capabilities, EPC execution capabilities, and operational know-
how, including O&M, are the very competitive edge that the Kanadevia Group possesses. By leveraging this 
foundation, it is now possible for the Group to expand business opportunities into new market areas that 
would have been difficult on a stand-alone basis. 

We would also like to build a growth model that aims to add value to the Group as a whole by organically 
linking design, engineering, procurement, operations, and other functions within the group, with Inova as the 
starting point. 

In this way, we believe that business development centered on Inova, is the means to steadily expand our 
growth opportunities as a Kanadevia Group. 
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The next question is what kind of business model will be used to realize the growth opportunities I have just 
described. Inova is shifting its business model and structure from a model centered on one-off EPC projects 
to one that places more emphasis on O&M, services, asset management, and other businesses that create 
value on an ongoing basis. 

This is not about increasing scale, but about increasing the stability and predictability of revenues. We will 
break away from a structure that is easily influenced by the fluctuations of each EPC project and build a more 
sustainable profit structure as a group, with Inova as the axis. Although some of these issues became apparent 
in FY2025, we intend to promote growth with an emphasis on discipline based on this growth model, taking 
into account our response to these issues. 
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We have prepared a slide outlining the management structure, specifically, the establishment of a Group CxO 
framework, that will ensure the reliable execution of the growth strategies I have just discussed. 

Our group is experiencing business growth, globalization of business, and increasing complexity. Under these 
circumstances, we are beginning to see the limits of conventional management that relies on siloed operation 
or case-by-case judgment. Based on this recognition of the situation, we are developing a group CxO system 
as described here. 

We have clearly defined the specific entities responsible for both decision-making and execution across the 
entire group within key specialized domains: finance, risk management, legal affairs, human resources, and 
safety. Through this initiative, our objective is to enhance our operational speed while simultaneously 
ensuring sound and effective decision-making. 

Therefore, instead of relying on internal personnel, we have actively recruited external personnel with a high 
level of expertise and global business experience to bring diverse perspectives into management. This CxO 
structure is not merely an additional position but is positioned as a mechanism to enable decision-making 
based on an overall view of the entire group, as well as consistent execution at the front lines. 

We will strive to achieve both soundness and sustainable growth in the future business expansion phase by 
establishing a corporate culture in which diverse opinions are openly discussed and risks and issues are not 
postponed. 
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Finally, I would like to explain our efforts to prevent recurrence of inappropriate quality-related conduct. 
Naturally, this is a matter that we, as a company, must take with the utmost seriousness. I will address this 
topic as a subject entirely distinct from our growth strategies or performance recovery. 

We are investigating the quality-related improprieties that came to light in FY2024 and FY2025, and with 
external knowledge and support, we are formulating and implementing measures to prevent recurrence of 
such improprieties. In this section, I will provide a review of the situation, outline the details involved, and 
report on the current status of our progress. 

The slide shows the implementation status of the recurrence prevention measures announced in April last 
year. It has been about a year since we announced our measures to prevent recurrence. During this period, 
we have been continuously checking the implementation status of measures to prevent recurrence and have 
been reviewing them as necessary, reporting to the Board of Directors on a quarterly basis. 

In addition, through town hall meetings and training sessions, I am continuing to directly communicate to 
executives and employees about why it is important to prevent recurrence and what we are trying to change. 
In addition, we are continuing to conduct fixed-point observations by checking the level of understanding of 
recurrence prevention measures and changes in awareness through questionnaires. 

I believe that the message of management and the purpose of the initiatives are gradually beginning to 
permeate the workplace. 
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As I have explained, we are currently in the process of reviewing our business structure, growth strategy, 
governance, and corporate culture as a whole. Over the past year, we have continued our efforts to meet 
issues, including quality improprieties, head on, change what needs to be changed, and make it stick. In 
preventing recurrence, we are not limited to internal efforts but also seek guidance and advice from outside 
experts to verify that recurrence prevention measures are functioning effectively in the field. 

The important thing is not that we have done it once, but that we continue to have the same mindset and 
attitude. We will steadily build on this foundation to achieve global growth and enhance corporate value by 
achieving both trust and growth. We will continue to engage in dialogue with you and carefully communicate 
the progress of our efforts. 

This concludes my explanation. Thank you.  

Shinonaga: Thank you. 
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Question & Answer 

 

Shinonaga [M]: We will now move on to the question-and-answer session. Please note that each person is 
limited to two questions at a time. We appreciate your understanding and cooperation. 

Mr. Taninaka of SMBC Nikko Securities, please ask your questions. 

Taninaka [Q]: My name is Taninaka from SMBC Nikko Securities. Thank you. I have two questions. First, I 
would appreciate it if you could delve a little deeper into the background behind the operating income for the 
recently concluded fiscal year falling JPY1.4 billion short of the plan. Furthermore, I would like to understand 
the degree of certainty that this shortfall will not recur in the current fiscal year. In addition, given that 
additional costs were incurred last year regarding other matters, such as domestic biomass projects and 
Inova's projects in the UK and Russia, I would also like to inquire about the level of certainty that these 
additional costs will not arise in the new fiscal year. 

Oshima [A]: I, Oshima, will answer the question. First, the decrease in operating income was partly due to the 
problems you pointed out, but in particular, as for the change from Q3, there were technical problems, and 
although not all of the technical work has been completely repaired, it is fair to say that operating income 
decreased by JPY1.4 billion, including a larger provision for some costs for FY2026.  

So, what does that mean for FY2026? Regarding the technical issues, as I previously mentioned, we recorded 
substantial expenses for this purpose last fiscal year; furthermore, again, as noted earlier, we have made 
significant provisions to cover costs anticipated to arise during the current fiscal year. In short, our current 
figures already fully account for these matters, reflecting our assessment that no further technical issues or 
related issues are expected to arise. 

On the other hand, we have also expensed the domestic issues that you pointed out in the last fiscal year, but 
we do not believe that there are any additional issues that will have a significant impact on the current fiscal 
year at this time. 

Taninaka [Q]: Thank you. Could you please elaborate on the basis for this confidence, specifically, what 
assures you that no additional costs will be incurred in the new fiscal year? Is this certainty attributable to the 
completion of the Inova project, or is it a result of strengthened risk management frameworks? 

Kuwahara [A]: I would like to answer your question. In terms of accounting, as Mr. Oshima just mentioned, 
we have made adequate provisions in the FY2025 financial statements for risks that may occur in FY2026. I 
believe this enabled us to take what might be described as a conservative approach. 

On the other hand, and as I may have mentioned previously, regarding our technical response capabilities, we 
have reflected on the fact that, particularly with respect to steam turbine issues, our framework has become, 
in a sense, overly dependent on the turbine manufacturers; consequently, we are currently moving forward 
with strengthening our internal engineering organization. Specifically, Inova is strengthening its organization 
by bringing in personnel who have worked as heads of steam turbine divisions at turbine manufacturers. 

We are looking to enhance our knowledge of steam turbine systems to respond to projects that are currently 
under construction and those that we expect to be awarded in the future. 

Taninaka [Q]: Thank you. The second point I would like to ask is regarding the medium-term forecast. I believe 
that you are actively promoting your marine engine business and the reorganization of business. On the other 
hand, I think there are many expected growth areas for decarbonization projects. However, I do get the 
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impression that the global momentum toward decarbonization has been pushed back somewhat. 
Furthermore, whether it is offshore wind power or hydrogen combustion, it feels as though the timeline 
required for these sectors to achieve substantial growth has been extended. Consequently, I find myself 
speculating that this situation could potentially leave the business to be the area requiring fundamental 
transformation. 

May I ask again whether it is necessary to bring offshore wind power, methanation, and hydrogen generators 
that take a long-term perspective extending toward FY2050 into the business that requires transformation? 
Could you please clarify once again the specific criteria or demarcation lines used to define this? 

Kuwahara [A]: Thank you for the question. The question was regarding decarbonization projects and the 
timeline. As illustrated in the slide on page 36, although this slide is framed from the perspective of waste 
management, we believe there is a strong global consensus that the realization of needs such as energy self-
sufficiency and decentralization, depicted in the center of this slide, constitutes a critical challenge requiring 
a global mindset. 

Therefore, we will first focus on the waste-based business and promote its profitability. Beyond that, I believe 
that wind power, especially offshore wind power, as well as hydrogen and methanation technologies, are the 
way forward. 

I believe you are absolutely correct in suggesting that the timeframe for wind power or hydrogen projects has 
indeed lengthened. We believe that this is technology that will be necessary for the future, so we are strongly 
considering positioning this business as a growth driver in our portfolio from a long-term perspective. I am 
not sure if this answered your question, but I would like to conclude here. 

Taninaka [M]: Very well. Understood. Thank you. That's all from me.  

Shinonaga [M]: Thank you. Next, Mr. Noguchi from SBI Securities, please go ahead.  

 Noguchi [Q]: Thank you. My first question is regarding page 53, about this year's plan. First, regarding the 
overall scope and planning of the Environment Business, that aspect seems quite reasonable to me, but I 
would like to ask for some details regarding the breakdown. 

The first is regarding Inova for the Environment Business, shown in the center of the chart. Regarding the 
operating income for O&M, part of the current year's plan, the net sales mentioned above are down slightly 
from JPY99.3 billion to JPY99 billion, but operating income has increased by about JPY6 billion, and I would 
appreciate your explanation of this. As for operating margins, they are in the 6% range. It is quite high, and I 
would like to know if you are expecting any transitory benefit. 

Also, regarding the sections on the right-hand side, specifically those other than Inova. Net sales for O&M 
here are almost unchanged in the current year's plan, but on the contrary, operating income will decrease by 
JPY2 billion. Please elaborate on this as well.  

Oshima [A]: Regarding Inova, last year, the O&M segment bore the burden of certain technical issues; 
consequently, the fact that earnings were particularly challenging last year stands out as a negative factor. 

While the absence of these specific burdens in the current fiscal year is expected to boost earnings, we 
anticipate further upside from our renewable gas business. Specifically, Iona Capital, which we acquired for 
its asset management expertise, and which now operates as KVI Capital, is currently engaged in a project 
involving the partial divestment of assets to investors. As this initiative is expected to generate revenue 
classified under continuing operations, it contributes to an upward revision, bringing Inova’s operating income 
to JPY5.9 billion. 
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As for other areas besides Inova, we are taking a slightly conservative view of figures for continuing operations 
in some domestic areas, including the water business. Consequently, as our plans for these segments, 
including our water business, are framed conservatively, the projected earnings from these continuing 
operations appear slightly lower.  

Noguchi [Q]: Thank you. I think you mentioned that Inova will be compensated for the bond call expenses 
incurred last year as an upside. Am I correct in assuming that this potential recovery is not currently factored 
into the projections, and that if those funds are indeed returned, it should be viewed as a positive upside? 

Oshima [A]: Regarding the bond call in Australia, the bond call was resolved in FY2025 and has already been 
factored into FY2025. 

Noguchi [Q]: I see. Thank you. My second question, this is about bridge business. Regarding page 54, there 
have been stories in the newspapers and other media about defective welding on the Yodogawa Bridge in 
Osaka. I apologize if I missed this earlier, but could you please tell me about the current situation? 

According to various press reports, there were articles suggesting that the rework process would cost 
approximately JPY5 billion. Could you please provide an update on the progress of this rework, outline its 
maximum potential impact on the P/L, and explain your outlook for the future? Regarding the P/L impact, 
assuming a 50/50 split, it would amount to roughly JPY2.5 billion. Is that the right ballpark figure? Please let 
us know to the extent that you are able to discuss this. 

Kuwahara [A]: Let me explain this matter. Regarding the bridge as reported in the press, we are currently in 
the process of discussing this, so I am unable to give specific details. 

However, it is a fact that this is occurring as an actual event. Therefore, we have taken a conservative approach 
in FY2025, and we have also incorporated this into our forecasts for FY2026. I am very sorry, but we would 
like to refrain from commenting on the amount. 

Noguchi [M]: I understand. Thank you for your explanation. That's all from me.  

Shinonaga [M]: Thank you for your questions, Mr. Noguchi. Next, Mr. Shitamori of Mitsubishi UFJ Trust and 
Banking Corporation, please ask your questions.  

Shitamori [Q]: I am Shitamori from Mitsubishi UFJ Trust and Banking Corporation. Thank you. I also have two 
questions.  

One is regarding the plans for the new fiscal year regarding the Machinery & Infrastructure Business and the 
Carbon Neutral Solution Business.  

Although the deficit is expected to shrink, it still remains. In your earlier remarks, you mentioned that certain 
costs, specifically those related to the bridge business, are still outstanding. However, given that I believe 
there were significant one-off factors at play during the previous fiscal year, I would like to ask about the 
background behind the somewhat sluggish recovery in profits projected for the current fiscal year. 
Furthermore, what specific measures do you intend to implement to steer these operations toward 
profitability from FY2027 onward? Can you tell us what you are thinking now, including some kind of review 
of your business? This is the first point. 

Oshima [A]: I, Oshima, will answer your first question. Please see page 28.  

This page is explaining the Machinery & Infrastructure Business. This is a breakdown of the forecast for FY2026, 
which is negative JPY0.6 billion compared to negative JPY2.4 billion in FY2025. To get into the finer details 



 
 

 

 
       

    
43 

 

regarding the precision segment, the previous period saw large-scale orders and profitable projects; since that 
contribution will no longer be present, having dropped out of the figures, this is the resulting outcome. Then, 
others remained flat. 

Regarding the Infrastructure Business, costs, primarily within the bridge business, are expected to persist; 
consequently, the segment is projected to post a loss for FY2026, resulting in a negative operating income for 
the segment as a whole. 

So, as for the bridge business, for the time being, operations at the Mukaijima Works are scheduled to run 
until March 2027, and after that, operating income is expected to improve. We hope you will understand that 
this is the case here. 

And then, as for the Carbon Neutral Solution Business, as you can see in the breakdown of the operating 
income, the result for FY2025 was negative JPY0.8 billion, and the plan for FY2026 is negative JPY2.5 billion. 
Regarding the wind power and decarbonization business, as was mentioned earlier, this represents, so to 
speak, an investment in the future; however, costs currently remain somewhat front-loaded, meaning we 
cannot expect to see immediate improvements in this area just yet. 

As for the negative results in the marine engine segment, we decided to deconsolidate this business during 
the previous fiscal year; consequently, the net impact on our financials is now zero. Regarding the process 
equipment segment, we expect it to continue serving as a key earnings driver for the time being, including 
our overseas operations, and to remain profitable. Although we have already made considerable 
improvements, we need to make further improvements for FY2027 and FY2028. However, as you pointed out, 
we do anticipate that achieving our objectives in this area will take some time. 

Shitamori [Q]: I understand. Secondly, since you are reviewing your shareholder return policy, what was the 
background behind reviewing the policy at this time, and what discussions were held? Since you mentioned 
the dividend payout ratio of 30% and the progressive dividend, I was wondering if you could tell us again what 
your thinking is in this area. This is my second question.  

Oshima [A]: Thank you. With regard to the dividend payout ratio of 30% and the progressive dividend, we are 
naturally aware of the current trends in the world, and in the course of various engagements with 
shareholders and others, we have received many requests to clarify our dividend policy a little more. In fact, 
we have been paying a stable dividend for the past several years, but we have been discussing the possibility 
of clarifying it a bit and including figures. 

There was a lot of discussion about the timing of this announcement, given the situation in which profits 
decreased considerably last fiscal year. From our perspective, a key consideration was the belief that, to a 
certain extent, any negative impacts had likely already materialized during the previous fiscal year. 
Consequently, we felt it would be appropriate to announce both a specific dividend payout ratio and a 
progressive dividend policy, thereby conveying a message regarding our commitment to future growth. 

Shitamori [Q]: Is it correct to say that unless there is a serious problem, the basic idea is to pay progressive 
dividends? Thank you.  

Oshima [A]: Well, please understand that this is, strictly speaking, a matter of policy. While we naturally 
anticipate that various scenarios may arise, our fundamental management stance is to aim for a progressive 
dividend policy. After our internal discussions, we achieved this policy. 

Shitamori [M]: Understood. Thank you. That's all from me.  

Shinonaga [M]: Thank you. Next, Mr. Noguchi from SBI Securities, please ask your question.  
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Noguchi [Q]: Thank you. This will be my second round, but I appreciate your explanation. I have two questions.  

My first question, and please feel free to answer only to the extent you are able, concerns Phase IV. As you 
are currently undertaking various initiatives within that phase as well, could you provide an indication of the 
timing, or at least a rough timeframe, for the execution of the four specific projects comprising Phase III? 
Furthermore, could you share any projected impact on your P/L statement, specifically, the estimated 
timeframe and financial figures? 

Kuwahara [A]: I will answer the question. I think you are talking in terms of the content of  Phase III and the 
magnitude to it. It is difficult to explain the progress made in Phase III in concrete terms. 

As I have said repeatedly, we would like to complete the portfolio reform as soon as possible. As for those that 
were not completed under Forward 25, they will be done within the next three years. What I mean by that is 
that we would like to do this as soon as possible within the three years, not over the course of three years. I 
apologize for my vague explanation, but I would appreciate it if you could accept this for the time being. 

In terms of the magnitude of the initiatives, I think it is fair to say that there is no such thing as a large 
magnitude, especially one that would have a downward swing. I apologize for the inconvenience, but I would 
like to ask for your understanding in this matter. 

Noguchi [Q]: Sure. Thank you. My second question is regarding page 41, which is a slide regarding the Inova's 
growth model, or achieving disciplined growth. 

I apologize for revisiting the basics on the right-hand side here. While I understand that EPC refers to new 
projects, could you please clarify the section in green regarding O&M, as well as the yellow section concerning 
recurrent origination business? Please tell me again the difference between this green and yellow section. I 
guess the green one is mainly asset management as you mentioned earlier, but could you please reiterate the 
difference between the two? 

I also wonder if there is any significant difference in the current or future operating income margin in these 
three businesses. I appreciate your explanation here as well. Thank you. 

Kuwahara [A]: Thank you. I understand you are asking about the green and yellow sections shown on this 
slide. The greens are O&M, services, and asset management, as shown in the lower right-hand corner. I 
assume this yellow part, in particular, is slightly confusing. 

To cite a specific example, a project is currently under construction in Abu Dhabi. In the case of Dubai, 
following the construction phase, we have undertaken the O&M for a period of 35 years. In other words, the 
Dubai project involved an initial EPC phase, followed subsequently by the O&M phase. Abu Dhabi is of the 
same type, where our company is also involved in O&M after the construction is completed. 

This is the type of project where O&M is invariably tied to an EPC contract. In many of such cases, I anticipate 
that our company will also be involved in the business development phase. This is positioned as a recurrent 
origination type of EPC, and we consider it as a separate framework and position it within a 40/40/20 business 
structure model. 

It is difficult to say how the profit margin of EPCs in this yellow section compares to EPCs in the blue section 
below it. I interpret this as not necessarily indicating any significant difference between yellow and blue. 

This is because, within Inova's competitive landscape, particularly regarding large-scale projects, the company 
occupies a highly monopolistic position. Consequently, the critical factor determining whether the business is 
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viable hinges entirely on whether orders are successfully secured. Therefore, the project itself will not be 
completed if the EPC price is raised too high due to lack of competition. 

On the other hand, it also means that we will be able to secure an appropriate profit margin. We believe that 
we can maintain an appropriate profit margin for yellow and blue sections based on the same concept, and 
that we will be able to maintain this profit margin for the time being. Did I answer your question?  

Noguchi [Q]: Thank you. Is asset management in this green or asset management in total something like 10% 
or 20%? From what you said earlier, it sounds like your profit margin is quite high. May I assume that this EPC, 
higher than the recurrent origination business, is the most actually profitable business? 

Kuwahara [A]: Well, in the asset management model, we will not only consider so-called O&M, but also future 
sales of such things as gas, and in the future, valuable resources recovered from the ash, such as metals. 

In addition, as Mr. Oshima mentioned earlier, we are also considering recycling some of our invested assets. 
We believe that these factors will surely contribute to improving profit margins. We believe that we will be 
able to demonstrate the results of these efforts in FY2026. 

Noguchi [M]: Very well. Understood. Thank you. That's all from me.  

Shinonaga [M]: Thank you for your questions. As we have run out of time, we will conclude the Q&A session here. 
For those who were not able to ask questions during the presentation, please contact our IR staff individually. 

Lastly, Mr. Kuwahara would like to offer a brief closing remark. 

Kuwahara [M]: As my final message, in FY2025, as you understand from this fiscal year's performance, we 
saw very clearly the expansion of the top line, which is what we call the expansion of the business scale. On 
the other hand, however, some issues, such as transient technical issues, became apparent. I consider it a 
year in which the Company's management weaknesses or challenges were clarified. 

To reiterate, order intake and net sales have reached record highs, which is a very clear indication of the 
growth potential of our company. However, as we mentioned earlier in this briefing, I believe that we are 
steadily taking steps to address each of the issues that I mentioned. 

Regarding technical issues, in particular, I believe that the necessary measures are being taken, not only from 
a management perspective, but also in terms of organization and human resources. Based on this, I anticipate 
that FY2026 will mark a recovery trend, signifying a return to what might be termed our normal level of 
earnings power. 

Based on the experience gained in FY2025, we are preparing for the next phase of growth by further 
strengthening our management foundation, including risk governance and management infrastructure, 
especially by appointing more external personnel to the Group CxO structure. 

We will continue to invest in growth and establish disciplined management to achieve sustainable growth. 
We would like to continue our careful dialogue with you and would appreciate your frank comments and 
requests. 

Thank you.  

Shinonaga [M]: This concludes Kanadevia's financial results briefing for the fiscal year ended March 2026. 
Thank you very much for your participation today.  

[END] 
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______________ 

Document Notes 

1. Portions of the document where the audio is unclear are marked with [inaudible]. 
2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD]. 
3. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an 

answer from the Company, or [M] neither asks nor answers a question. 
4. This document has been translated by SCRIPTS Asia.   
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Disclaimer 

JPX Market Innovation & Research, Inc. (“JPXI”) reserves the right to edit or modify, at its sole discretion and 
at any time, the contents of this document and any related materials, and in such case JPXI shall have no 
obligation to provide notification of such edits or modifications to any party. This event transcript is based on 
sources JPXI believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this 
transcript does not purport to be a complete or error-free statement or summary of the available data. 
Accordingly, JPXI does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness 
of the information contained in this event transcript. This event transcript is published solely for information 
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an 
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 

In the public meetings and conference calls upon which JPXI’s event transcripts are based, companies may 
make projections or other forward-looking statements regarding a variety of matters. Such forward-looking 
statements are based upon current expectations and involve risks and uncertainties. Actual results may differ 
materially from those stated in any forward-looking statement based on a number of important factors and 
risks, which are more specifically identified in the applicable company’s most recent public securities filings. 
Although the companies may indicate and believe that the assumptions underlying the forward-looking 
statements are accurate and reasonable, any of the assumptions could prove inaccurate or incorrect and, 
therefore, there can be no assurance that the anticipated outcome described in any forward-looking 
statements will be realized. 

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE 
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH JPXI ENDEAVORS TO PROVIDE ACCURATE 
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE 
TRANSCRIPTIONS. IN NO WAY DOES JPXI OR THE APPLICABLE COMPANY ASSUME ANY RESPONSIBILITY FOR 
ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT TRANSCRIPT OR 
OTHER CONTENT PROVIDED BY JPXI. USERS ARE ADVISED TO REVIEW THE APPLICABLE COMPANY'S PUBLIC 
SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER DECISIONS. THIS EVENT TRANSCRIPT IS 
PROVIDED ON AN "AS IS" BASIS. JPXI DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, 
BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR 
USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-
INFRINGEMENT. 

None of JPXI’s content (including event transcript content) or any part thereof may be modified, reproduced 
or distributed in any form by any means, or stored in a database or retrieval system, without the prior written 
permission of JPXI. JPXI’s content may not be used for any unlawful or unauthorized purposes. 

The content of this document may be edited or revised by JPXI at any time without notice. 
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