Undercutting Transmission Gears
It refers to the thinning, (or undercutting) of the sides of the transmission gears, in the non-working area of the sides of the gears. In the original manufacturing process it would be an un-necessary cost to do that, but for a race bike, it is a performance advantage for two reasons. Number ONE, it takes power to turn everything that turns, and that shows up mostly during acceleration of all rotating parts. While they do the undercutting, they also polish the gears, to help them turn freer in the oil, and polished is stronger than edgy parts, because cracks start where stress forces can focus in scratches or sharp edges.
