EFocusing on and Supporting the Co-Creation of Value

External Director Roundtable Discussion

Toshihiro Kubo Hidetaka Matsuzaka

S
/e
p :‘( 4 P
/! Fifl

‘s," 4.:
{3 it |

, !

Noriko Suzuki Yayoi Ito

Hopes are high that the new president’s reform skills will
lead to accelerated decision-making and execution

As far as corporate governance at Nishimatsu
Construction is concerned, in what areas do you think
improvements have been made and in what areas do you
think improvements are still needed? Also, Director lto,
one year has passed since you took up your position, so
please share your thoughts on Nishimatsu Construction’s
governance.

Kubo: Last year, having ascertained the situation at
worksites, | spoke of my desire to accelerate management
decision-making. The proactive approach taken by worksites
and branch offices is also one of Nishimatsu Construction’s
strengths. When problems arise, however, they are dealt with
only within the relevant branch office or business division, and
there is insufficient timely and accurate information gathering
at Head Office, which can result in delayed action when a
Company-wide response is required. For example, the recent
rise in the prices of construction materials must be dealt with
appropriately as a Company-wide effort, not just within single
business divisions. Securing human resources amid a declin-
ing workforce is also an urgent issue, and there is still room for

improvement in terms of quickly consolidating information from
across the Company and taking the necessary measures.

Matsuzaka: \What | have consistently wanted to say is that
you should acquire sufficient fundamental skills necessary for
practical application. The external environment is changing
more rapidly, and even if you are able to achieve the level that
is currently required, it could be a negative if you are only at
the same level or have made little progress a year from now.
Another point is that | would like everyone in the Company to
go beyond sectionalism and have a sense of “for the good of
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Nishimatsu Construction as a whole” and | feel that on this
point positive changes are gradually taking place.

Suzuki: Last time, | mentioned that because Nishimatsu
Construction is a company that takes itself very diligently, its
employees tend to be slow to respond to urgent issues
because they try to tackle them carefully from the outset.
However, my honest impression is that the situation hasn’t
changed much even now, a year later. It is desirable for any
matters raised at Board of Directors’ meetings that require
consideration or improvement be acted on one by one with a
sense of urgency.

Ito: Now that more than a year has passed since | assumed
the position of external director, | have gained the sense that
Nishimatsu Construction is a very serious and honest com-
pany. One area that seems to be lacking and in which | would
like to see improvement is in project management-style think-
ing, which involves identifying issues, taking measures, check-
ing the results, and then moving on to the next step. Another
thing is that there are apparently not many personnel transfers
between divisions. In promoting projects that involve collabo-
ration across divisions and Company-wide efforts, | believe
that further growth could be targeted in particular by the man-
agement team engaging with more of a bird’s-eye view.

President Hosokawa took office in 2024. Following the
appointment of the new president, please share your
thoughts on Nishimatsu Construction’s succession plan.
We would also like to hear about the changes in manage-
ment structure and what expectations you have of the
new president.

Matsuzaka: | think a change in leadership is a very positive
thing, because it gives rise to new ways of thinking. President
Hosokawa himself is very enthusiastic about reform, so in that
sense | have high hopes for the capabilities of the new presi-
dent. However, implementing reforms often requires going
against the work of those who have gone before us, so | have

told President Hosokawa not to shy away from this. | am very
excited to see how he will change the current system.

Suzuki: For the process of appointing a president, the
selection of a successor was carried out in line with the plan
for the development of the next generation of management,
with progress reports submitted to the Nomination and
Compensation Committee on several occasions throughout
the year. Each time, | was provided with information about
the candidates’ thoughts and the changes that had occurred
through training, so although the decision was made by
management, even as an external director | am satisfied with
the selection of the new president. However, a year will pass
in the blink of an eye, so we will continue to move forward
with our efforts toward change as quickly as possible and
hope that the Company will feel free to consult with us if any
advice is needed.

Ito: Nishimatsu Construction’s succession plan allows us to
follow the process and receive progress reports from an early
stage, and | think it is quite comprehensive when compared
with other companies’ plans. | understand that the members
who participated in the succession plan this time have
appealingly grown in terms of their development following var-
ious training sessions, which made for a very good process.
Going forward, | think it will be important for these members
to form the management team around President Hosokawa
and for all to work together to support him and make the
most of his strong points.
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Kubo: | also believe that Nishimatsu Construction’s succes-
sion plan is very advanced, as selection was made over a
period of two years and included third-party evaluations. As
an external director, | have high expectations for President
Hosokawa, who was selected through this process. | would
like him to demonstrate strong leadership, proactively work to
convey messages to all employees, and move in the direction
toward he himself is aiming.

Matsuzaka: | believe that the qualities required of a leader
are courage and the ability to explain. The strategies them-
selves can even be thought up by someone other than the
president, but in times of emergency it will be the words of the
top executive himself that are needed the most. It is extremely
important to have the courage to remain calm and possess
the ability to explain things, as not doing so could lead to cru-
cial problems. It is for those reasons that | recommend that
these two factors be included in future selection processes.

Ito: As presidents have the role of speaking to the outside
world as the public face of this or that company, it would be
desirable for them to be people with broad and unbiased per-
spectives. Having nerves of steel is another necessary
prerequisite.

At the start, you mentioned that securing human
resources is an urgent issue. | would like to ask if you
have any suggestions for the current situation and poli-
cies at Nishimatsu Construction with regard to human
capital initiatives and productivity improvements.

Ito: From a recruitment perspective, | think it might be a good
idea to try to appeal to people more and attract more atten-
tion so that, regardless of whether they are newly graduated
or mid-career, the number of applicants increases. As | men-
tioned at the beginning, after joining the Company they will
need opportunities to broaden their horizons through person-
nel transfers and interaction between divisions. If you can

make it so that employees get to see their work from other
departments, they will have learned a lot when they return to
their original jobs, and it will also provide opportunities to
monitor other companies and industries. Right now, | think it
is important for Nishimatsu Construction to increase not only
the number of highly specialized personnel but also the num-
ber of personnel who possess broader perspectives.

Kubo: Now that it has become difficult to secure human
resources, you need to make efforts to become a highly
attractive “company that brings people together.” For exam-
ple, as digitalization advances, the barriers between traditional
fields such as civil engineering, building, and administration
will dissipate. As people will be able to work without being
limited to a specific field, you should also consider new ways
of utilizing human resources, such as hiring people from a
broad range of fields rather than being limited to a specific
specialty. If all goes well, that may make people interested in
your company and prompt them to be among those people
who Nishimatsu Construction is bringing together.

Matsuzaka: General contractors carry out their work in part-
nership with a host of subcontractors, and Nishimatsu
Construction alone is unable to accomplish all the tasks
involved in a project. Nowadays, supposing that the Company
were even to successfully receive an order, there may be
cases in which concerns would be raised with regard to
securing the variety of specialized construction companies to
work on the project. Unless you take steps to secure human
resources in the supply chain, such as addressing the short-
age of skilled construction workers, which it is feared will
become progressively critical in the industry, you will not be
able to receive stable orders, and the sustainability of your
business will become uncertain.

Suzuki: As was recently reported in the news, the govern-
ment is trying to further accelerate women'’s participation in
the workforce. Due to the nature of the industry in which it
operates, Nishimatsu Construction has precious few female
managers, so achieving the targets that have now been
adopted will not be easy. However, | believe that gradually
increasing the number of female managers in response to
social demands and becoming a company where diverse
human resources can play active roles will lead to improved
employee engagement and ultimately to the securing of
human resources.

Now that Nishimatsu Construction is marking its 150th
anniversary, what issues do you think the Company
needs to address to continue to grow sustainably in the
years to come?

Kubo: As | said at the beginning, as corporate activities
involve responding to changes in the environment, | think it all
comes down to increasing the speed of decision-making and
accelerating changes. In that case, and in the context of what
to do, management should discuss and decide upon a
course of action depending on the times.

Matsuzaka: It’s all about building basic skills. If everyone in
the Company regularly communicates with those around
them, understands the content and significance of the tasks
they need to undertake, and then takes action, this accumu-
lation will naturally build up a foundation of skills that can be
applied in other ways. | believe that this will lead to the
Company being able to survive for the next 150 years.

Suzuki: | would like to see Nishimatsu Construction retain
the good qualities it has cultivated over the years—including
its diligence and relationships of trust with local communities
and its customers—but, as Mr. Kubo said, increase the
speed at which it can adapt to change. | also think it will be
necessary to change the organizational culture from one that
is merely a collection of individual worksites to one where
each site is supported by the combined strength of the
Company as a whole.

Ito: Looking at the world, | feel that every industry is cur-
rently at a major turning point. Amid an environment that is
dramatically changing, to continue to grow Nishimatsu
Construction will have to add new elements to its current
efforts. | hope that the management team and we external
directors will work together to determine which option is
best and consider the decisions and paths that will enable
the Company to survive and grow.
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In addition to the wealth of experience from his time at JFE
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| want to assist in resolving the problems
surrounding the construction industry by
utilizing my experience and common per-
spectives from the engineering industry.

My name is Hajime Oshita and | have recently been
appointed as an external director. Having been in the
engineering industry for about 40 years, | have been
able to gain a wealth of experience in areas such as
accounting, sales, overseas business, and recycling.
Since taking on management roles, | have focused on
sustainability issues such as diversity, corporate cul-
ture reform, and personnel system reform.

| believe that the engineering industry has some
things in common with the construction industry, but
also some areas where our perspectives are slightly
different. At the present time, the construction industry
is facing many challenges, such as work style reform
and the rapid increases in material and construction
costs. There are also medium- to long-term chal-
lenges, such as carbon neutrality and the promotion
of DX as well as the expansion of new businesses.

| hope that my experience can be of some help in
resolving these issues. | will continue to work hard to
further develop Nishimatsu Construction, so will
appreciate your ongoing support.






